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SECOND SUPPLEMENTAL APPROPRIATION BILL FOR 
1959 


TUESDAY, APRIL 7, 1959 


U.S. SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to notice, in room 1102, 
New Senate Office Building, Hon. Carl Hayden (chairman) presiding. 

Present : Chairman Hayden, Senators Russell, Ellender, Hill, Rob- 
ertson, Magnuson, Holland, Byrd, Young, Smith, Dworshak, Kuchel, 
Hruska, : and Allott. 

Also present : Senator O’Mahoney. 


STATEMENT BY THE CHAIRMAN 


BupGET ESTIMATES AND HousE ALLOWANCES 


Chairman Haypen. The committee will come to order. This morn- 
ing we begin the hearings on H.R. 5916, the second supplemental ap- 
propriation bill for fiscal year 1959. This bill includes funds for 
virtually every department: and agency of government. 

I will include in the record at this point a table which reflects the 
budget estimates and amounts allowed by the House on all items in 
the bill, and another table which gives an analysis of the increased 
pay costs. 

(The tables referred to follow :) 
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DEPARTMENT OF COMMERCE 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY FOR 
ADMINISTRATION; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; WALTER C. FORD, DEPUTY MARITIME ADMINISTRA- 
TOR; RICHARD P. GODWIN, NUCLEAR PROJECTS OFFICER; AND 
LOYAL C. FISHER, BUDGET OFFICER 


LETTER REQUESTING AMENDMENTS 


Chairman Haypen. H.R. 5916, the second supplemental appropria- 
tion bill for 1959, includes $14,225,245 for various activities of the 
Department of Commerce. Approximately half of the amount is to 

rovide for increased pay costs. 

The budget estimates submitted were in the amount of $20,267,843 ; 
the reduction proposed by the House amounts to $6,042,598. I am 
informed by Acting Secretary Mueller’s letter of April 3 that restora- 
tion of $5,051,293 is requested. It is noted that although approxi- 
mately $1 million of the reduction is not being appealed that language 
in the House bill authorizes the Department to transfer not to exceed 
$900,000 for pay cost purposes between appropriations available for 
salaries and expenses. 

Senator Holland is present, and I will ask him to question the 
witnesses. 

Senator Hottanp. Thank you, Mr. Chairman. 

At this point there will be placed in the record the letter of April 3, 
1959, from Mr. F. H. Mueller, the Acting Secretary of Commerce, re- 
questing certain amendments to H.R. 5916, the second supplemental 
appropriation bill for 1959, as passed by the House. 

The letter referred to follows :) 


THE SECRETARY OF COMMERCE, 
Washington, D.O., April 8, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


DeAaR Mr. CHAIRMAN: Reference is made to H.R. 5916, second supplemental 
appropriation bill, 1959, passed by the House on March 24, 1959, and which was 
accompanied by House Report 238, dated March 20, 1959. 

The Department of Commerce estimates included in title I of this bill amounted 
to $12,695,293, of which $2,290,500 was for pay costs, and $10,404,793 for other 
items. Title II, all other pay costs, amounted to $7,572,550, making the grand 
total requested for pay costs $9,863,050. The House bill reflects a 10 percent 
reduction in all pay items, allowing $8,876,745 for this purpose. The allowance 
for the other requests in title I was $5,348,500. In addition, the Department was 
authorized to transfer not to exceed $900,000 for pay costs purposes between 
appropriations available for salaries and expenses. 

Restoration of $5,051,293 in appropriations and an increase of $50,000 in the 
limitation for the nuclear ship Savannah which involves no additional appro- 
priations are being requested. In view of the transfer authority included in the 
House bill, no amendment pertaining to increased pay cost is being requested 
of the Senate. For each program the basis for amendment of the House bill is 
summarized below. 

MARITIME ACTIVITIES 


The budget request proposed an increase in the limitation for the nuclear ship 
Savannah from $18 million to $18,700,000 within amounts already appropriated. 
This increase would provide stabilizers eliminated from the original design for 
Teasons of economy. The stabilizers are necessary as an additional safety 


: 
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factor in the initial testing of the first nuclear-powered surface vessel. Since 
there has been no platform testing of the nuclear propulsion unit it is of the 
utmost importance that all possible safety measures be taken during the sea- 
worthiness test. The estimate of $700,000 was carefully worked out with the 
contractor building the ship and we do not believe the House allowance to be 
sufficient to complete this portion of the project. 

The House bill provided $5 million of the $10 million requested for payment 
of operating differential subsidies. The status of audit activities for subsidies 
has been reviewed again and it is apparent that the original supplemental re- 
quest will be required to meet payments becoming due before the end of the 
fiseal year. A special effort has been made this fiscal year to process final 
payments applicable to prior years up to 1955. 


PATENT OFFICE 


In addition to increased pay costs, a supplemental request was made for ad- 
ditional needs based on a 10 percent increase in printing cost effective early this 
fiscal year as well as additional issuances of patents beyond those contemplated 
by the 1959 appropriation. Unless the House reduction of $31,500 is restored, it 
will be necessary to delay the issuance of approximately 600 patents until the 
fiscal year 1960. This will result in a delay of a like number of patents during 
that fiscal year. In view of the concerted effort over the last several years to 
reduce the patent backlog it is believed that this restoration is fully justified if 
we are to maintain improvements realized in the backlog situation. 


NATIONAL BUREAU OF STANDARDS 


The House bill eliminated $19,793 representing final payment of the contrac- 
tor’s claim related to the construction of the Bureau’s laboratory at Boulder, 
Colo. The House hearings indicate the possibility that the House committee 
felt this claim grew out of a change in plans and specifications of the laboratory. 
Actually the contractor found that subsurface conditions at the laboratory site 
were materially different from the engineering report on which his bid was 
based and the claim was made for adjustment of additional cost incurred by 
him due to these subsurface conditions. The settlement negotiated by the 
GSA with the contractor in which the contractor agreed to claim no interest, 
presupposed payment of the remaining balance of the claim represented by the 
supplemental request as soon as the appropriation process permitted. 

There are attached to this letter a table setting forth the budget estimates, 
House committee allowances and restoration requested, as well as individual 
statements for each appropriation involved. It is requested that you review 
the effects of the reductions in our estimates, and give favorable consideration 
to the indicated restorations. 

Sincerely yours, 
F. H. MvELLER, 
Acting Secretary of Commerce. 
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U. S. DEPARTMENT OF COMMERCE 


Summary of 1959 supplemental estimates, House reduction, and requested restoration 
and amendment 


| | 




















| House Requested 
| Budget j re) Ope | restoration 
estimate | and 
| | Allowance | Reduction | amendment 
ee -_—— pros a eee ———— sn 
TITLE I | 
Maritime activities: | | 
Ship construction. .__...- weiraliiees ou ($700, 000) ($650, 000) | ($50, 000) | ($50, 000) 
Operating- -differential subsidies......_____- 10, 000, 000 | 5, 000, 000 | 5, 000, 000 | 5, 000, 000 
See marine Gcnools. 6.5 ss. 22505 -Licacca sce 35, 000 35, 000 | | 
Salaries and expenses.................---- ; 805, 500 | 723, 450 82, 050 | 
Patent Office: Salaries and expenses___- } 1, 835, 000 | 1, 651, 50 | 183, 500 31, 500 
National Bureau of Standards: Construction | 
of laboratories ____-__--_- eee -| 793 | 19, 793 | 19, 793 
OD ie eT Speen ig eS a LS ;. "409, 950 | 5, 285, 343 | 5, 051, 293 
TITLE I | 
General administration: Salaries and expenses.| 226, 000 | 203, 400 | 22, 600 
Bureau of the Census: 
Salaries and expenses_-..._........-.----.- 667,000 | 600, 300 | 66, 700 | 
1958 censuses of business, manufactures, | 
and mineral industries--_.--.-..----.----- $51, 900 405, 900 $5,100 | 
18th decennial census ._--. - Selous ous 390, 000 351, 000 39, OF0 | 
Census of governments_-___-------- Se 32,000 | 28, 800 3, 200 E 
Coast and Geodetic Survey: Salaries and | 
Sa ae eee | 739, 000 665, 100 73, 900 | 
Business and Defense Services Administration: | | 
Salaries and expenses__--__- ; : 603, 800 543, 420 60, 380 | 
Bureau of Foreign Commerce: 
Salaries and expenses__-_- edn aed 214, 750 193, 275 21,475 
CN eg lana puny dep aabanassiae | 126, 000 113, 400 12, 600 | 
Office of Business Economics: Salaries and | | 
expenses -- - 102, 000 91, 800 10, 200 | 
Maritime activities: Maritime training____- 130, 500 117, 450 13,050 | 
Bureau of Public Roads: Limitation on general | 
p administrative expenses | (1,535,000)! (1, 381, 500) | (153, 500) | 
National Bureau of Standards: | 
Expenses____- a tase nce | 1,061, 000 | 954, 900 | 106, 100 | 
Piant and e quipment Sin a : : 1 35, 500 | 31, 950 | 3, 550 | 
Weather Bureau: Salaries and expenses. 2, 794, 000 2, 514, 600 279, 400 
Total, title I. ...---- a 4 7, 572, 550 6, 815, 295 757, 255 | 
Language authorizing transfers for pay increase | 
costs _ ..- Sone (900, 000) (833, 075) 
Grand total. --. 5 6E ic. oncom et | 20, 267, 843 14, 225, 245 6, 942, 598 | 5, 051, 293 





Pay Cost ESTIMATES 


Senator Hottanp. The supplemental estimates as summarized on 
the attachment following page 2 of the letter indicate that funds in 
the amount of $20,267,843 were requested; the House bill provides 
$14,225,245, a reduction of $6, 042,598 from the estimates. The total 
estimates include increased pay costs in the amount of $9,863,050; the 
House bill provides specifically for $8,876,745, plus a House floor-lan- 
guage amendment to authorize the transfer of not to exceed $900,000 
for pay cost purposes between appropriations available for salaries 
and expenses; in all, making available for increased pay the amount 
of approximately $9,7 76,745; this is in effect a reduction of $86,305 
in the pay cost estimates. Iam noting that you are not appealing pay 
cost estimate reductions and apparently propose to finance the addi- 
tional pay costs by utilization of the transfer authority proposed in 
the House bill, together with the specific amounts appropriated for 
the specific items of : appropriation. 








26 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


My first questions, Mr. Chairman, will relate solely to the increased 
pay costs. 

Mr. Moore, first, please furnish for the record an exhibit which will 
show by appropriation item your budget estimates for increased pay 
costs, the amounts allowed in the House bill, and the proposed distribu- 
tion of the $900,000 utilizing the transfer authority suggested in the 
House bill. 

Do you have such an exhibit already prepared ? 

(The information referred to follows :) 


U.S. DEPARTMENT OF COMMERCE 


Analysis of estumates for increased pay costs 





Supple- Amount 
mental {House to be re- Revised 
requested | reduction | stored by request 


























transfer 
TITLE I 
Maritime activities: Salaries and expenses-_...........-- $770, 500 $77, 050 $71, 450 $764, 900 
Patent Office: Salaries and expenses..........-..------- 1, 520, 000 152, 000 152,000 | 1, 520, 000 
RN a atid tp saccsensend alin dasioeecineen Raa wlidthiomn 2, 290, 500 229, 050 223,450 | 2, 284, 900 
TITLE I 
General Administration: Salaries and expenses-___..-..- 226, 000 SR I a linassccprerentiniie 203, 400 
Bureau of the Census: rs 
I i seiemalgigteatiiebiinia 667, 000 66, 700 60, 000 660, 300 
1958 censuses of business, manufactures, and mineral 
te iced akbnuidack onan ahehoentmanenoe 451, 000 45, 100 33, 000 438, 900 
Ser SE COINS nn, nnkinnidonnncsansunedsowces 390, 000 39, 000 24, 000 375, 000 
Census of governments..............-.-.-.--------- 32, 000 3, 200 3, 200 32, 000 
1, 540, 000 154, 000 120, 200 1, 506, 200 
Coast and Geodetic Survey: Salaries and expenses--_-_-_- 739, 000 73, 900 73, 900 739, 000 
Business and Defense Services Administration: Salaries 
a sehen ellsteemmenenia 603, 800 Ge Rev eenednnmes 543, 420 
Bureau of Foreign Commerce: “ae 
NN I  dcnccknsnnnensbebdamedse 214, 750 21, 475 21, 475 214, 750 
I sclera 126, 000 TN laste cence ciacee 113, 400 
340, 750 34, 075 21, 475 328, 150 
Office of Business Economics: Salaries and expenses-.--_- 102, 000 BE tendnes scan 91, 800 
Maritime activities: Maritime training-.-............-- 130, 500 13, 050 5, 000 122, 450 
Bureau of Public Roads: Limitation on general ad- 
ling Sacncocaaed ase aneiiebet (1, 535, 000) Oe ee eee (1, 381, 500) 
National Bureau of Standards: F ae ee 
a a ies ln iorstniiniinmcamemioes 1, 061, 000 106, 100 106,100 | 1,061,000 
i cen sniraient imine egingiiminanneal 35, 500 3, 550 3, 550 35, 500 





1, 096, 500 109, 650 109,650 | 1, 096, 500 
2, 794, 000 279, 400 279, 400 | 2,794,000 


Weather Bureau: Salaries and expenses. __..........--- 








IO ee Ae Rd tess 7, 572, 550 757, 255 609,625 | 7,424, 920 


Total, titles I and II__...............-----.------ 9,863,050 | 986,305 | 833,075 | 9, 709,820 





TRANSFERRED FUNDS 


Mr. Moore. Mr. Chairman, and members of the committee, I do 
have an exhibit here relating to the transfer of the $900,000 from the 
following items: “Ship construction, $76,450”; “Export control, 
$21,475” ; “Forest highways, $735,150,” a total of $833,075. 

Senator Hotzanp. With regard to the breakdown of transfer, the 
use of these transferred amounts applies to items in both title I and 
title II of the bill ? 

Mr. Moore. That is correct, on the pay costs. 
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Senator Hotianp. The next questions will apply specifically to the 
sources from which you propese to make the transfer and questions 
incident thereto. 


TRANSFER AUTHORITY LIMITATION 


In view of the apparent deficiencies of pay cost moneys in the sal- 
aries and expense accounts of the Department found in title I and II 
of the bill, where will the funds to be transferred be derived ? 

Mr. Moore. I have already covered that. 

Senator HoLtanp. You have covered $833,075. 

Mr. Moore. That is correct. 

Senator Hottanp. Does that indicate you will not need the entire 
authority ? 

Mr. Moors. We will absorb the remainder. 

Senator Hoxztanp. Then in effect the transfer authority may be 
limited to $833,075 ? 

Mr. Moore. Yes, sir. 

Senator Hottanp. What would be the effect of the transfer of 
$900,000 from the appropriation accounts you have in mind as the 
source of these funds? In other words, taking the three items and 
reducing this to $833,075 instead of $900,000, please indicate what in 
each case will be the effect of the transfer which you propose to make. 

Mr. Moore. May I ask Mr. Nielson to answer that question ? 


EFFECT OF TRANSFER 


Mr. Nrexson. Mr. Chairman, the amount of $76,450 from “Ship 
construction” was previously available this year for salaries and ex- 

enses and has not entirely been used. The transfer provision in the 

ouse bill would allow us to use the $76,450 to absorb a portion of this 
pay cost. 

enator HotLanp. On that point and before you leave it, do I un- 

derstand from that that the objectives of the agency from which you 
transfer the $76,000 will not be impaired in any way? 

Mr. Nretson. They would not be impaired, Mr. Chairman. 


EXPORT CONTROL 


In connection with “Export control”—the $21,475 which was men- 
tioned—we have the same situation there because we are reducing the 
rogram level somewhat in export control as reflected in the 1960 
udget, and this has the effect of making available a small amount in 
that account. 
Senator Hotxanp. That amount is made effective without impair- 
ing the activities of the Export Control Division ? 
r. Nrecson. That is right, Mr. Chairman. 


FOREST HIGHWAYS 


The next item, “Forest highways” in the amount of $735,150 would 
be derived from taking funds that would be made available for sal- 
aries and expenses for this account. Each year there is approximately 
10 percent of total authorizations set aside for administrative and 
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other expenses for this program. At the present time, the amount 
withheld for these purposes in 1959 is $3,300,000. The estimated re- 
quirements for 1959 total about $1.5 million, which leaves us with an 
estimated balance of $1.8 million in funds used for salaries and 
expenses. 

Senator Ho_Ltanp. Are we to understand that this proposed trans- 
fer will not impair the activities of the Forest highways program and 
will still leave more than ample funds on hand for the completion of 
activities for this year? 

Mr. Nietson. Mr. Chairman, I would like to say this; while an 
amount is reserved for the previously stated purposes each year, the 
amounts that are not used are reallocated back through projects for 
subsequent years. 

Senator Hotianp. If I understand you correctly then, this transfer 
would mean that you would reduce by that much the funds for later 
years, activities which customarily is carried over at the end of any 
particular year by the forest highways program ? 

Mr. Nrerson. That. is correct. 

Senator Hotianp. My next question then becomes very necessary, 
it seems to me. Will it be necessary in view of that fact in some sub. 
sequent year to replenish by appropriation the accounts from which 
you propose to transfer these funds and particularly the last men- 
tioned acc that is, the forest highways account? 

Mr. Nretson. In respect to the first two accounts, ship construction 
and export control, it would not. be necessary. 

In connection with the forest highway account, here again depend- 
ing on the projects that would be programed, Mr. Chairman, there no 
doubt would be a possibility that these funds would have ‘to be re- 
stored in subsequent years. 





PROGRAM ADJUSTMENT DUE TO FUND REDUCTION 


Senator Hotianp. If these accounts from which the funds were re- 
plenished—let’s limit this to the forest highways account in view of 
your last answer—if this account from which the $735,000 is pro- 
posed to be transferred was not subsequently made whole, what. pro- 
gram adjustments in forest highways activity would be necessary be- 
cause of those funds reductions? 

Mr. Nretson. We have not, because of the time factor involved, had 
an ces to determine specific projects or programs which 
might be affected over a period of time. I don’t think we can tell you 
right at this moment just what the specific effects would be. 

Senator Hotianp. Could you prepare such a statement for inclu- 
sion in the record ¢ 

Mr. Nretson. Yes, Mr. Chairman, I think we could do that. 

Senator Hotianp. I would suggest with the approval of the chair- 
man of the committee that you prepare such a statement and include 
it in the record at this point. 

Chairman Haypen. I think it is highly desirable that that ought 
to be done because we ought to know just exactly what you are pro- 
posing. 

My recollection is that there is never enough money for the forest 
highways program to do the work that has to be done. 
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(The information referred to follows :) 


BUREAU OF PUBLIC ROADS 


FOREST HIGHWAYS 


The attached tabulation reflects the reduction in forest highway apportionments 
to the States assuming transfer of $735,150 to meet pay act costs under H.R. 5916. 

It is impossible to indicate specific projects that will be affected by this reduction 
because the programs of projects are not developed until after the funds are made 
available to the States. 


DEPARTMENT OF COMMERCE, BUREAU OF PUBLIC ROADS 


Forest HIGHWAYS 


Amount of reduction by State based upon proposed transfers for pay increase 
costs under H.R. 5916: 


Apportionment of $735,150 of the 1960 funds deducted for reserve 





Pemmemaaeel 04 30-202 Oe a $2, 105 | North Carolina___....._._._._._.. $4,529 
I 6 fn a nh se 41. 370+ North Dakota...) 3 
I Shek tae | TR ee z 403 
SSE ae aye een ore 106, 265'| Gaiaboma__.._......_.. Zee 507 
re Se ee er eS Cen rae Fee 101, 270 
CS 0k Fe 4; 2714:Pennsylvania..._._.__.__._- 1, 962 
i me cain 2, Joo | SOULE Carouna........_.__ 2.2 2, 410 
a A ae 74, 849 | South Dakota... .....-.: = 82759 
a he Gt 1 een ee 2, 464 
Rt te eS be ee Se 2, 327 
a aga ciate apes U2 2G Boe 24, 414 
SS.) git ak ee i; Sk | ermont.2.0 cs pipes tes 1,315 
NN 8s eed LQG rn Ty EA a ao SE ees 4 781 
a oes 2704 FW anermeron.... . ee 51, 095 
| a Rie 7, 889 | West Virginia______.__________ 2,901 
mmm ses eek 10, 167 | Wisconsin________ ste REL 4,111 
id sca ca scianaescaneciniers Bae) Ore ea 31, 360 
oO eae ees ee 64, 080 
IE eee eee ea 58, 600 | EP OTLO MEO ee pat 207 
i ime ead 686 _ 

ag asim 18, 188 BN nn ee eee 735, 150 
New Hampshire____-____-____ 3, 928 | Western States______________- 653, 529 
New ‘Mexico__________--__ -—.. we, 4581 Rastern stutes._._......_- 


a= Oke eae 


AVAIABILITY OF FUNDS 


Senator Hotianp. If the committee should not agree with your 
proposal to transfer the $735,000 from the forest highways account, 
can you identify any other funds available to the Department which 
might be used for this purpose; that is, to provide increased pay 
costs ? 

Mr. Moore. Mr. Chairman, we have one other fund—‘Ship con- 
struction, liquidation of contract. authorization”—may I tell you 
about that fund? A total of $512,433,950 was appropriated for this 
program which covers all postwar ship construction activity up to the 
fiscal year 1955. 

Senator Hottanp. When was that appropriation made? 

Mr. Nrevson. Prior to 1955. 

Mr. Moore. As of February 1, 1959, all contracts under this pro- 
gram have been completed with the exception of the Mariner con- 
tract with Sun Shipbuilding & Dry Dock Co. The unliquidated ob- 
Jigations of this contract amount to $14,776. It has been adminis- 
tratively determined that a minimum of $1 million should be retained 
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in this aecount to liquidate outstanding obligations and any adjust- 
ments thereto resulting from pending litigation involving shipbuild. 
ers subcontracts. The remaining balance of $6,361,541 is available for 
return to the Treasury. 

Senator Hoxianp. In view of that fact, why was not the proposed 
transfer planned to come from this particular fund ? 

Mr. Moore. We would need slightly different language than that 
contained in the House bill. May I submit an amendment to you 
at this time? 

Senator Hottanp. I think the committee would be very interested 
in such a suggested amendment. 

Mr. Moore. I have one prepared. 

Mr. Nretson. I would like to make one further comment. The rea- 
son that this account was not used as it relates to this transfer pro- 
vision was because the transfer provision relates to salaries and ex- 
pense account and this is not a salaries and expense account. 

Senator Hotianp. In other words, while you do have ample funds 
for this pay cost deficiency resulting from the 10 percent cut of the 
budget item by the other body, it is not in a salary item and could 
be taken from the item which has just been covered by Secretary 
Moore? 

Mr. Nrerson. That is correct. 

Senator Hotianp. I suggest that the wording which would permit 
the transfer of a portion of this fund in the event the committee 
approves such a transfer be inserted in the record at this time. 

Chairman Haypven. Without objection, it will be inserted at this 

oint. 

(The alternate language amendment referred to follows:) 


ALTERNATE LANGUAGE AMENDMENT 


The Secretary of Commerce is authorized to transfer not to exceed $900,000 
from the appropriation “Ship construction (liquidation of contract authoriza- 
tion) maritime activities”, to other appropriations of the Department of Com- 
merce for the purpose of providing for increased pay costs in the fiscal year 


1959. 
RETURN OF FUNDS TO TREASURY 


Senator Hotianp. I believe you have already given a complete ac- 
count of this ship construction liquidation fund and the purpose for 
which it was provided and the extent to which the fund would be 
needed in the future, indicating clearly that a restoration or return 
of funds to the Treasury in the amount of more than $6 million will be 
involved in the event Congress does not direct some other disposition 
for this fund? 

Mr. Moore, That is correct. 

Senator Hotianp. Before I yield for other questions from other 
members of the committee, I want to say that, while as chairman of 
this subcommittee I have been and am now very strongly opposed to 
supplemental requests, I recognize that this pay cost item does not 
come within that customary attitude of mine. The pay increase bill 
was enacted aiter the time this committee and the Congress acted upon 
the regular appropriation bill last year. So I am reserving my opinion 
as to other requests made by the Department. I want to say that I cer- 
tainly have no objection to meeting the legitimate pay costs of the 
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Department as represented in budget items, which result from action 
of the Congress and not from any other source. 

If there are questions on these pay cost items, I think before we go 
to the other items not in that category, this would be the time for them. 

Chairman Haypen. It is evident that Congress acted to raise the pay, 
but the money was not available to meet the costs and it has to be made 
available. 

Senator HotLtanp. With your approval then, Mr. Chairman, I will 
go to the individual items other than this cost increase item, with the 
clear understanding that so far as the chairman of the subcommittee 
is concerned, he is much more skeptical about some of them than he 
is of the pay cost items. 


Maritime ACTIVITIES 
SHIP CONSTRUCTION 


Senator Hotianp. The next item for consideration is a request for 
restoration of a limitation increase of $50,000. The budgeted esti- 
mate proposed a limitation of $18,700,000 for a nuclear-powered mer- 
chant ship; the House bill provides $18,650,000, a reduction of $50,000 
in the limitation. 

At this point there will be placed in the record the requested amend- 
ment to the House bill and your justifications in support of the budget 
estimate. 

Just so that the record may be clear on this point, this item has long 
been authorized, has it not, Mr. Secretary ? 

Mr. Moore. Yes, sir. 

(The amendment referred to follows :) 


MARITIME ACTIVITIES 
SHIP CONSTRUCTION 
(House Hearings, pp. 381-400) 
Page 7, line 3, of H.R. 5916: 


cramnemmainm ines a0) 252) ek teers 2S be $3, 000, 000 
nr 9 27853) EA a oo! 141, 475, 000 
RNIN or EE te st sh oe (700, 000) 
mmm, AU LT ete Ts Jy A a edd (650, 000) 
House reduction from budget request______._____-_______________ (50, 000) 
TR een es (50, 000) 


AMENDMENT REQUESTED 


On page 7, line 4, of H.R. 5916, delete “$18,650,000” and insert “$18,700,000”. 


HOUSE REPORT 


“The committee has approved language for ship construction in Maritime 
Activities which will increase the limitation on cost for design and construction 
of a nuclear-powered merchant ship from $18,000,000 to $18,650,000. This in- 
crease will permit incorporation of additional features in the vessel which had 
been eliminated from the plans and are now considered essential.” 


JUSTIFICATION 


This supplemental budget request is for the purpose of providing the necessary 
language to permit the purchase and installation of stabilizers on the NS 
Savannah. To accomplish this, it is proposed to increase the limitation from 
$18,000,000 to $18,700,000 without additional appropriation of funds. 

88932—59——3 
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In acting on our request, the House recognized both the need for the stabilizers 
and the requirement to provide an increase in the appropriation limitation. The 
excerpt from the House report, as quoted above, indicates that the committee 
felt that an increase of $650,000 will permit purchase and installation of the 
stabilizers. 

Cost estimates furnished by New York Shipbuilding Corp., reflecting quotations 
from private vendors, indicate that the stabilizers cannot be purchased and jip- 
stalled for the amount recommended by the House. These costs ure detailed 
as follows: 


Ie ed Se pe ice Bn ape ts Pek eases enn cree inline oes $35, 000 
EE ae ee ee Oe es ee eee eee eee 
I Eg tir bi as eee aus ain mange ire -_ 15,000 

a a dee ae ma rans reecereeteneg es : -~ TO, 000 


It has been necessary to exercise extremely rigid programatic control to accom- 
plish construction of the NS Savannah within the $18 million originally allocated, 
The complexities of this venture into the field of nuclear propulsion make it q 
day-to-day operation to insure against incurring a deficiency. There is, accord. 
ingly, no possibility of anticipating absorption of any portion of the cost of 
stabilizers under the present limitation. For this reason it is urgently requested 
that the appropriation limitation be increased by $700,000 in lieu of the increase 
of $650,000 recommended by the House. 

This will not necessitate an appropriation of additional funds but will merely 
expand the limitation imposed and will provide the margin of flexibility deemed 
essential to successful accomplishment of the project. Based on the best cost 
estimates available at this time, a minimum limitation increase of $700,000 is 
required. 


MARITIME ADMINISTRATION 
(H. Doe. No. 58) 
Ship construction 


Appropriated 1959 : $141,475,000. 
Request : Language only. 


PURPOSE AND NEED FOR LANGUAGE 


Under the Second Supplemental Appropriation Act 1957, an additional $18 
million was appropriated to the Maritime Administration under this head for 
the design and construction of the NS Savannah. Funds for the nuclear power- 
plant were budgeted separately by the Atomic Energy Commission. 

The Comptroller General has advised that the appropriation language as 
approved limits the amount available to the Maritime Administration for con- 
structing the NS Savannah to $18 million. 

Every effort has been made to effect the construction of this ship within this 
amount. In so doing, many desirable and, to a degree, essential features were 
omitted so as to avoid any unnecessary delay in the project. Stabilizers, in- 
cluded in the initial design of the NS Savannah were deleted because of budgetary 
limitations. The importance of stabilizers as a safety factor in this “first” 
nuclear-powered merchant ship necessitates this request to provide language 
which will permit costs in excess of $18 million for the NS Savannah by re 
programing funds previously appropriated for ship construction activities. 


JUSTIFICATION 


Throughout the entire Savannah project, safety of the crew, the ship, and the 
general public is of first concern. Steps have been taken to assure accomplish- 
ment of this objective to the extent possible within the imposed limitation of $18 
million. Stabilizers, the primary purpose of which is to provide a greater 
degree of safety, are precluded by this limitation. 

Normally, prototype reactor plants are constructed on land where considerable 
technical information becomes available prior to installation of such plants in 
ships. In the Savannah case, in the interest of economy, the prototype is to be 
installed directly into the ship with the intention of performing experimentation 
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during the ship’s early operating life. In all probability the Savannah nuclear 

powerplant cannot be brought to full power at dockside, therefore much of the 

necessary testing must be done at sea. Further, the testing of new and improved 

components will be carried out during much of the ship’s early life. Since much 

of this testing must be done at sea under conditions which cannot be predicted, 

utmost care must be exercised ot assure a stable ship condition in this initial 
riod. 

The importance of complete reliability of the control system cannot be over- 
emphasized. It is by necessity a complex system designed for rapid, dependable 
response under all expected conditions. It is essential that it be operable at 
all times. When the ship is rolling, there is undoubtedly a greater chance for 
malfunctioning of the control rod drive than when the ship is stable. Stabilizers 
would substantially improve the working conditions for the control rod drive 
and thus add to the ship’s safety. 

A second condition which stabilizers would improve is the fact that integrity 
of the reactor system must be maintained at all times to prevent the spread of 
radioactive contamination. The Savannah reactor system is, of course, designed 
with this in mind, but the problem is much greater than for a central station 
reactor where space is not a premium, nor mobility a factor. Heavy components 
and intricate piping in a confined space as on the Savannah, impose involved 
arrangement and support problems. If ship motion can be minimized, there is 
much less chence of there being excessive strains in the system which could 
cause hazardous leaks or ruptures. 

When more experience has been gained in nuclear-powered ships, it is expected 
that some of the safety factors being built into the Savannah will not be needed: 
until this time has been reached, however, it is believed unwise not to include 
those practical features such as stabilizers which add to the overall safety of 
the nuclear aspects of the ship. 

It is estimated that $700,000 will be required for installation of stabilizers 
onthe NS Savannah. Supplemental language permitting this amount to be made 
available by reprograming funds previously appropriated for ship construction 
activities is required to provide for construction and delivery of the stabilizers 
prior to loading fuel on the ship. Deferral until a later date will result in exces- 
sive costs due to special handling of the nuclear fuel. 


LIMIT IN AMOUNT AVAILABLE 


Senator Hotianp. Your justification indicates that a Comptroller 
General’s ruling limits the amount available to $18 million. When 
was this matter raised with him and what is the date of his ruling ? 

Tam speaking, of course, of your justification of the entire budgeted 
amount and not of your request for the restoration of the $50,000. 

Mr. Moore. I was speaking of the $18 million; January 23, 1957. 
Then we asked for a supplemental for the $700,000 to take care of the 
additional features which the Maritime Administration felt were ab- 
solutely essential in testing out this nuclear ship. That came up when 
we went up to the House on the supplemental. 

Senator Hortanp. Did the House hearings include a showing of 
the date of your request and the date and substance of the ruling of 
the Comptroller General ? 

Mr. Moore. Not tomy knowledge. 

Senator Hottanp. Do you have the ruling of the Comptroller Gen- 
eral with you here ? 

Mr. Moorr. I havea copy of it with me here. 

Senator Hou. AND. My understanding i is that in view of certain of 
the language in the appropriation act and related reports that the 
total amount which could be spent on this ship, unless there is addi- 
tional action now, would be $18 million; is that correct ? 

Mr. Moore. That is correct ? 
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Senator Hotitanp. Will you insert the opinion of the Comptroller 


‘ stain oe ae 3 ° ° ° ° 
Genet al in the record at this time for the information of the com- 
mittee ? 


(The opinion of the Comptroller General follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 23, 1957. 
The Honorable the SecrETARY OF COMMERCE. 

Dear Mr. Secretary: On December 17, 1956, the Assistant Secretary of Com- 
merce (Administration) submitted for our consideration a question concerning 
the construction of the provision in the Second Supplemental Appropriation 
Act, 1957, Public Law 855, approved July 31, 1956 (70 Stat. 763, 764), reading 
as follows: 

“Ship construction: For an additional amount for ‘Ship construction’ for 
design, construction, outfitting, and preparation for operation of a nuclear. 
powered merchant ship, $18,000,000, to remain available until expended: * * # 
Provided further, That this paragraph shall be effective only upon enactment 
into law of H.R. 6243, Eighty-Fourth Congress.” [Emphasis added.] 

The question presented is whether the language of the above-quoted provision 
limits expenditures for the design, construction, etc., of the nuclear-powered 
merchant ship to $18 million. 

The Department of Commerce and Related Agencies Appropriation Act, 1957, 
Public Law 604, approved June 20, 1956 (70 Stat. 314, 317), appropriated 
$82,700,000 for “Ship construction” and specified the following ‘purposes without 
specifying any amount for each purpose : 

(1) For payment of construction-differential subsidy and cost of national- 
defense features incident to construction of ships for operation in foreign 
commerce, and the cost of national defense features incident to construction 
of vessels for domestic operation ; 

(2) For payment of construction-differential subsidy and cost of national- 
defense features incident to the reconstruction and reconditioning of ships 
under title V of the Merchant Marine Act, 1936, as amended ; 

(3) For reconditioning and betterment of one ship in the national-defense 
reserve fleet ; 

(4) For acquisition of used ships pursuant to section 510 of the Merchant 
Marine Act, 1936, as amended, and the payment of cost of national-defense 
features incorporated in new tankers constructed to replace used tankers; 
and 

(5) For research. development, and design expenses incident to new and 
advanced ship desigh, machinery, and equipment. 

The letter expresses the view of your Department that under Public Law 604 
there is no legal limitation on the amount that can be expended for each of the 
five specified purposes so long as the amount expended for all such purposes 
does not exceed $82,700,000. 

Your Department contends that if the appropriation to build the nuclear. 
powered merchant ship had been sought at the time when your budget for fiscal 
year 1957 was submitted, the purpose of building a nuclear-powered merchant 
ship would have been stated as a sixth purpose and the aggregate sought for 
“Ship construction” would have been increased by the estimated cost of building 
the ship. This contention is apparently based on the fact that similar lan- 


guage was used to request funds to build a nuclear-powered tanker and two | 


other prototype ships in the 1957 budget (i.e., in your Department’s regular ap 
propriation request) and such purpose was stated as one of the purposes for 
which the “Ship construction” appropriation would be used. The Department's 
letter states that this purpose was not included in your regular appropriation 
act, because there was a difference of congressional opinion as to the authority 
of your Department to build protoype vessels, but that there is no reason to 
suppose that if an appropriation had been made, that it would have been ina 
form different from the form in which it was requested; further, that the lan- 
guage making the supplemental appropriation to build the nuclear-powered mer- 
chant ship is the language requested by your Department, except (as far as 
pertinent here) for the amount. 

Under the circumstances, your Department is of the opinion that—quoting 
from the letter : 

‘“* * * the correct construction of the Second Supplemental Apnrorrictim 
Act, 1957, with respect to maritime activities, is that a sixth purpose is acdced 
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to the specified purposes for which the ‘Ship construction’ appropriation for the 
fiscal year 1957 may be used; that the amount of the ‘Ship construction’ appro- 
priation is increased by $18 million to $100,700,000; that there is no limit on 
the amount which may be expended for each of the six specified purposes so 
jong as the amount expended for all such purposes does not exceed $100,700,000 ; 
and that more than $18 million may be expended for design, construction, outfit- 
ting, and preparation for operation of a nuclear-powered merchant vessel so 
Jong as not more than $100,700,000 is expended for all six of the specified pur- 
ses.” 

Nour decision is requested whether we agree with the above-quoted construction 
of the appropriation provision in question. 

It is clear from the legislative history of the Department of Commerce and 
Related Agencies Appropriation Act, 1957, that no part of the funds appropriated 
therein for “Ship construction” was to be available for construction of any 
nuclear-powered or prototype vessel, the amount requested for such purposes 
having been denied by both the House and Senate pending the enactment of 
authorizing legislation. See page 6, House Report 2076, 84th Congress, 2d ses- 
sion; page 5, Senate Report 2039, 84th Congress, 2d session; and page 6567, 
Congressional Record of May 2, 1958. 

The act of July 30, 1956 (H.R. 6248), Public Law 848 (70 Stat. 731), author- 
izes funds “to be” appropriated for the construction, outfitting, ete. of a 
nuclear-powered merchant ship. This act, as H.R. 6243, was before the Con- 
gress at the same time it was considering the appropriation provision (in the 
Second Supplemental Appropriation Act, 1957) making funds available for the 
design, construction, etc., of a nuclear-powered ship, and that appropriation 
provision as enacted into law became effective only if H.R. 6243 was enacted 
into law. However, the funds in the Department of Commerce and Related 
Agencies Appropriation Act, 1957, for “Ship construction” were not made avail- 
able by either of the two last cited acts for construction, ete., of a nuclear- 
powered merchant vessel. Therefore, we hold that the funds appropriated 
for “Ship construction” in your Department’s regular fiscal year 1957 appro- 
priation (i.e., the $82,700,000) are not available for the purpose in question. 

Moreover, aside from the nonavailability of your regular appropriation for 
the reasons set forth above, it is a rule of long standing that an appropria- 
tion made available for a specific object is available for that object to the ex- 
clusion of an appropriation which might otherwise be applicable in the ab- 
sence of the specific appropriation, and that when the specific appropriation 
to which an expense is chargeable is exhausted, the general appropriation 
cannot be used for that purpose (4 Comp. Gen. 476; 5 id. 399: 7 id. 400; 10 id. 
440: 19 id. 633; id. 892). Also, we have held that the inclusion of the words 
‘not to exceed” or Similar language is not necessary to establish a limitation 
when an appropriation includes a specific amount for a particular object (19 
Comp. Gen. 892 ; A-99732, Jan. 13, 1989; B-5526, Sept. 14, 1939). 

The appropriation act in question specifically provides $18 million for 
design, construction, outfitting, and preparation for operation of a nuclear- 
powered merchant ship, thus earmarking a specific amount of money for a 
specific purpose. Accordingly, the rules cited above would also be for applica- 
tion here. 

In view of the foregoing, we cannot agree with your Department’s con- 
struction of the appropriation provision contained in the Second Supplemental 
Appropriation Act, 1957. Under existing law no more than $18 million may 
be expended by your Department for the design, construction, outfitting, and 
preparation for operation of a nuclear-powered merchant ship. 

Sincerely yours, 








Comptroller General of the United States. 


ITEM NOT INCLUDED IN REGULAR BUDGET REQUEST 


Senator Hotianp. You state in the justification that the stabilizers 
in the ship were included in the initial design and deleted because of 
budgetary limitation. Did you raise this question in the 1958 and 
1959 budget presentations you have made since January 1957, and, 
if not, why not? 
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Mr. Moore. May I ask Admiral Ford to answer that question, | 
do not believe that we did raise it at that time. 

Senator Hotitanp. Now, we come right back to the position which 
the chairman of the subcommittee has taken for a long time, that 
he feels that the Department should raise questions which are in 
existence in the regular budget requests. I certainly will listen with 
skepticism to any expl: mation of why this item was not included in 
your regular budget requests, of which you have had two since this 
question. arose. 

Mr. Moorr. I think we have a sound explanation. May I ask 
Admiral Ford to talk to that. 

Senator Hotianp. Admiral, will you present reasons for eliminat. | 
ing this item from the regular budget request in the two cases which | 
have alre: ady cleared since this situation arose? 

Admiral Forp. As Mr. Moore stated, when the ship was originally 
planned it. was contemplated that it would have stabilizers. They 
were eliminated when the funds were limited. We originally re- 
quested $22 million and this was eut back to $18 million in the authori: | 
zation. As stated, it has been determined that only this amount can 
be used for this ship and no other fund can be used for this purpose, | 

As we progressed with the planning of the ship and the testing, 
and so forth, it became apparent to us that since we were building | 
a plant which was not previously tested as a shore-based prototype | 
it was of great importance that we have the greatest possible stability | 
in the ship as a test platform. This is the first nuclear plant which | 
has been built in the ship without pretesting on land, and it now be | 
comes apparent to us that stability is a very desirable feature. During | 
the initial period this was not so apparent. | 


' 

Senator Hottanp. When did this matter become apparent, that | 
the stabilizers were a valuable requisite feature of the ship construe- | 
tion ? | 

Admiral Forp. We have considered it a very desirable feature all 
along, but we thought we could do without it. But we now believe | 
we really need the stabilizers in this particular plant. | 

Senator Hottanp. When did you come to that conclusion ? 

Admiral Forp. About 6 months ago. 

Senator Hottanp. Do you mean to say that when you presented 
your budget request for 1958 and for fiscal year 1959 you had not yet 
then come to the conclusion that these stabilizers were so necessary | 
that you would again ask that they be included in the construction of 
this ship ? 

Admiral Forp. That is correct. 

Mr. Moore. Mr. Chairman, may I say something at this point! 
They had many times talked about stabilizers for the ship. It was 
comfort that they talked about and something that we thought they 
could do without. Then, about 6 months ago they made a very careful 
analysis and felt that they should have some sort of stability on this 
ship that had not been figured into it, and that is when we approved 
in the Department of Commerce, having the supplemental come up, 
to try to get this safety factor in there. 


DESIRABILITY OF FEATURE 
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Senator Horzanp. The ship is under construction at the Camden 
shipyard ? 

Mr. Moore. Yes, sir; it is under construction. It will be launched 
in July. 

Senator Smirn. Mr. Secretary, is it necesary to install the stabilizers 
before the launching or after ? 

Mr. Moore. I would like to ask Admiral Ford to answer that. 

Admiral Forp. Mrs. Smith, we did not know until we had made a 
certain amount of proving on the ship how far our money would go 
and we had always hoped that we could have the stabilizers. It became 
apparent to us that we could not within the $18 million; however, we 
did install certain electrical work and basic foundation work with the 
hope that we could install the stabilizers eventually. 

Senator SmirnH. Will you be able to have them installed ? 

Admiral Foro. They will not be completely installed at that time; 

no, ma’am. 
URGENCY OF REQUEST 


Senator Smiru. Mr. Secretary, is this additional $700,000 increase 
in the limitation of Savannah solely for the purpose of installing the 
stabilizers ? 

Mr. Moore. Yes, it is, Senator Smith. 

Senator SMITH. "And you need the money before the launching ? 

Mr. Moore. We have leadtime here. They have to be designed and 
made. I would say, yes, we need the money now. 

Senator SmirH. My question is now about the urgency. If you do 
not need it immediately, why do you ask for it in the supplemental 
bill ? 

Admiral Forp. The nearer we approach the completion of the ship, 
the more extensive the alterations in order to install the stabilizers. 
Installation will be far more difficult and expensive after the fuel 
elements are installed in the reactor. So it is desirable to do it as 
soon as we can because it would cost us less money than if we do it 
later on. 

Senator Hortanp. What part of your ship construction funds 
would be utilized to provide the $700 000 for prov iding the stabilizers ? 

Mr. Nretson. The amount that is included in here raises the limi- 
tation, of course, from the $18 million to $18.7 million. 

Senator Horianp. I understand that, but the question I am getting 
at is this: Are you going to be coming back again for additional 
funds for ship construction because of our giving you funds at this 
time for the specific purpose of constructing av ailable stabilizers? 


CARRYOVER FUNDS 


Admiral Forp. No, sir; we have some carryover funds in our 1958 
budget which will carry over into next year in our overall ship con- 
struction program. 

Senator Hotianp. Do I understand that if we raise the limitation 
at this time as requested that there will be no further request. for con- 
struction or equipment funds in connection with the nuclear ship 
Savannah ? 

Admiral Forp. There will be no further request for supplemental 


funds, 
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Senator Hortianp. Will the installation of the stabilizers cost more 
in the event that this action is taken at this time than they would have 
cost if they had been retained in your original plans? 

Admiral Forp. There will be a slight increase in cost due to the 
escalation but, as I stated before, we have planned on their installa. 
tion and therefore, the cost will be very small. 

Senator Hotianp. Do you mean the added costs? 

Admiral Forp. Yes, sir; the added cost. 

Senator Hotxianp. And all the cost as of the present time is in. 
cluded in this increase in the limitation ? 

Admiral Forp. Yes, sir. 


OPERATING-DIFFERENTIAL SUBSIDIES 
PROPOSED AMENDMENT 


Senator Horianp. The next item for consideration is operating 
differential subsidies. The supplemental budget estimate was $10 
million; the House bill provides $5 million, a reduction of $5 million 
in the estimate. The regular bill for 1959 provided $120 million for 
this purpose. 


At this point there will be placed in the record your proposed 
amendment of the House bill and your justifications in support of this 
item. 


(The information referred to follows :) 
MARITIME ACTIVITIES 


OPERATING-DIFFERENTIAL SUBSIDIES 


(House hearings, pp. 382-401) 
Page 7, line 8, of H.R. 5916: 


I sa ht hace insite $35, 000, 000 | 
SEES ee ee eee 65, 000, 000 

ARERR i eae A aa 120, 000, 000 | 
a ccisesesen eens einieniesiinewiorias 10, 000, 000 | 
I a es ed ee 5, 000, 000 

House reduction from budget request___._-__-_-__-____________----_- 5, 000, 000 | 
I Ai El enininbeniremeinme enema eer 5, 000, 000 | 


AMENDMENT REQUESTED 


Page 7, line 10, delete “$5,000,000” and insert “$10,000,000”. 


HOUSE REPORT 


“The bill provides $5 million for operating-differential subsidies. This isa 
reduction of $5 million in the budget estimate. This will make $60,500,000 
available for subsidy payments in the last 6 months of this fiscal year, including 
final payments on some for the calendar years 1953 to 1955.” 


JUSTIFICATION 


Restoration of the full amount of the House reduction is required to permit 
payment of operating subsidy bills as presented. i 

The additional funds are required primarily for the following reasons: 

Operating-differential subsidies, paid under authority of title VI of the Mer- 
chant Marine Act, 1936, as amended, are designed to place the operators of 
American-flag ships in an equitable position, as to certain operating costs, with 
the foreign-flag ship operators with which they compete. Since cargo rates of 
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American operators, the source of income, must be competitive with those of for- 
eign operators which have much lower costs of operation, the American opera- 
tors could not continue to maintain scheduled services without a means of off- 
setting the considerably higher costs. The Government pays the difference be 
tween the costs of operating the subsidized American-flag ships and comparable 
foreign-flag ships, operating over the same essential trade routes, on five major 
elements of ship operating cost: Wages (officers and crew), subsistence (officers 
and crew), maintenance and repair, voyage stores, and insurance. In return 
for this payment, the operators agree, among other things, to maintain regularly 
scheduled services over the specified routes and to provide for the replacement 
of obsolete vessels by vessels suitable to conversion as naval auxiliaries or 
otherwise useful to the United States in times of emergency. 

The requested supplemental of $10 million represents an additional amount 
currently required over and above cash on hand on December 31, 1958, to meet 
the obligations of the Government for payments due to the subsidized operators 
under the provisions of long-term subsidy contracts. The requested funds will 
make $65.5 million available for the last half of fiscal year 1959. 

The following schedule reflects the fiscal status of the program as of March 
20, 1959: 

Estimated fund requirements 1959 fiscal year 


























Current | Prior year Total Balance 
| billings billings expended 
eee feted 
Appropriation, 1959 fiscal pet Ladin nat askekows ie haces eee Fee owen Sema pas oa e<onenccns-- (ply Gen aoe 
MEINE? WOEMUMNG 6c 6 552-5 456~505 48 pb sccus Soleil... decks ee ree 8 360, 887 
Available, 1959 fiscal year---.--.--- Sia oan Sek Ee reds Sal ana eae 120, 360, 887 
July through September (2d quarter 1958 current - year 
billings) .---- _.--------|$26, 439, 373 | $3, 735,317 |$30, 174, 690 |--.--..-.-.- 
October through December (3d quarter 1958 current 
EE ciples nn <csepencswenntnhanshobacseaensoan 26, 904,577 | 7,703,193 | 34,607,770 |..........-.. 
January through March 20 (4th cones 1958 current 
year RMI 28th a eke cet, Seek nudia sp wks 28, 454, 801 3, 561, 662 | 32, 016, 463 96, 798, 923 
Se uae oe ere ok oe Eis gen snatch ekusasunbeeuesmesmuad 23, 561, 964 
Estimated: 
Vouchers on hand__---_.--- aazen|ocnnn-onenen B OBTRG 153 oc ceres lace ise. 
April through June (ist quarter 1959 current - year | 
SBR nth ok i occbandcababenananerotnees i IE secre naires bine aecaauie ee 
Vouchers to be submitted__....-..--..--.--_- SShi icon cak 2, 973, 965 |..-...------] 35, 161, 549 
nee tear lt, tee). en _.|—11, 599, 585 
Supplemental estimate requested... Me aetea dew be taints EES ES | er ene aa 10, 000, 000 |- 
peouee allowance................-.. df SE LC eeeot ibaa nds donceaen|-ousae susie 5,000,000 | 5, 000, 000 
| 6, 599, 585 
Restoration requested--.-..-...-..--- Selene ed eN SLRs cn Coaahelina ted kanal decadence nen aan 
Estimated lag in submission of billings.............__- | i a tra ee 2 waocaetoel 1, 599, 585 


It can be seen from the above schedule that the total of $32.2 million is re- 
quired to pay only the vouchers on hand and regular quarterly billings expected 
in the fourth quarter. This is $8.6 million in excess of the amount available at 
the present time and $3.6 million more than will be available if the House allow- 
ance of $5 million is approved. Vouchers covering payments due from prior 
years in the amount of $2,974,000 are known to he in preparation for submission 
prior to the end of the current fiscal year. 

All of these amounts are due and payable as tim obligations of the Govern- 
ment. A special effort has been made during the past year to complete the audits 
of prior year accounts in order to liquidate these long overdue obligations. Res- 
toration of the full amount is requested to permit these payments. 
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DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
(H. Doc. 58) 


Operating-differential subsidies 


BE SE SE ee Se ee $120, 000, 000 
Se SP C: tel, ee 64, 782, 460 
eI VN ND nee ne eee enane 64, 782, 460 
Budget estimate next fiscal year______________ Ne ee aes ar sac cioaseaes 130, 000, 000 
I ee ies cin le erecta ecm 10, 000, 000 


PURPOSE AND NEED FOR THE SUPPLEMENTAL FUNDS 


Operating-differential subsidies, paid under authority of title VI of the Mer. 
chant Marine Act, 1936, as amended, are designed to place the operators of 
American-flag ships in an equitable position, as to certain operating costs, with 
the foreign-flag ship operators with which they compete. Since cargo rates of 
American operators, the source of income, must be competitive with those of 
foreign operators which have much lower costs of operation, the American opera- 
tors could not continue to maintain scheduled services without a means of off- 
setting the considerably higher costs. The Government pays the difference be 
tween the costs of operating the subsidized American-flag ships and comparable 
foreign-flag ships, operating over the same essential trade routes, on five major 
elements of ship operating cost: Wages (officers and crew), subsistence (officers 
and crew), maintenance and repair, voyage stores, and insurance. In return for 
this payment, the operators agree, among other things, to maintain regularly 
scheduled services over the specified routes and to provide for the replacement 
of obsolete vessels by vessels suitable to conversion as naval auxiliaries or other- 
wise useful to the United States in times of emergency. 

The requested supplemental of $10 million represents an additional amount 
currently required over and above cash on hand on December 31, 1958, to meet 
the obligations of the Government for payments due the subsidized operators 
under the provisions of long-term subsidy contracts. 

The requested funds will make 865.5 million available for the last half of fiscal 
year 1959. These funds are required to meet obligations of approximately $11.9 
million for final 10 percent payments through calendar year 1953 and to some 
operators for calendar years 1954 and 1955; and $52.8 million for the current 
payments for the last quarter of calendar year 1958 (October—December) and the 
first quarter of calendar year 1959 (January—March). 

The need for the additional funds arises primarily from the following: 

1. Every effort is being made to liquidate the backlog of final payments from 
prior years. The audit of final accountings for prior years is progressing most 
satisfactorily. In several cases final payments through calendar year 1955 
have been made. Only two operators have not submitted vouchers for calendar 
years 1948-53 ; however, indications are that final payments for these operators 
will be made during the current fiscal year. Final payments to date through 
calendar year 1955 have been made to three operators, and through calendar 
year 1954 to two operators. 

2. Present trends in current quarterly payments indicate that profits for 
ealendar years 1957 and 1958 are slightly less than the 1956 actuals (which 
was used as a basis for subsequent year estimates at the time the 1959 esti- 
mate was prepared), thus resulting in a reduction in recapture and an increase 
in subsidy payable. In addition it appears that rising costs to the operators 
on subsidizable items of expense have created higher subsidy accruals than the 
actual 1956 costs used in preparing the budget estimate. 

As a result, payments for the 1959 fiscal year are approximately $10 million 
above the amount estimated in the budget. 


JUSTIFICATION 


Quarterly payments to operators are made on a cumulative basis. The esti- 
mated subsidy accrual is determined by multiplying the domestic cost of sub- 
sidizable items of expense for each operator by the subsidy rates for each item 
approved by the Federal Maritime Board for each calendar year. The result 
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(subsidy accrual) represents the Government’s maximum liability. The esti- 
mated accrual, however, is subject to change as later rates are approved by 
the Board. For example, if the latest rate approved for a particular item for 
a specific operator is a 1956 rate, this rate is used as a basis for making pay- 
ments against calendar years 1957 and 1958, or until such time as rates appli- 
eable to these years are established. When such rates are established, an 
adjustment is effected in subsequent quarters to give effect to whatever in- 
creases or decreases are reflected in the later rates. The latest rates upon 
which most payments will be made during the remainder of fiscal year 1959 
will be 1955 and 1956 rates. 

The amount of subsidy payable is deteremined by deducting from the subsidy 
accrual the estimated Government’s share of the recapturable profits on a 
cumulative basis—that is 50 percent of cumulative profits in excess of 10 
percent of the operators’ capital investment. This estimated amount is with- 
held from payment. 

In making payments to the operators it is current policy to pay up to 75 per- 
eent of the estimated subsidy accrual or 90 percent of the estimated payable, 
whichever is the lesser. In those cases where the initial advance payment is 
for 75 percent of the subsidy accrual, an additional advance payment of 15 
percent is made as soon as the expense items subject to subsidy have been 
audited providing a final rate has been established for the year for which the 
payment is being made. 

The calculation of subsidy rates for freighter services is on a fairly current 
basis. In general the following rates for freighter services are approved for 
payment of subsidy : 

Calendar year 1956, wage rates, all operators. 

Calendar year 1956, subsistence rates, all operators. 

Calendar year 1956, maintenance and repair, all operators. 

Calendar year 1955, stores, supplies, and expendable equipment, all operators.’ 

Calendar year 1956, hull and machinery insurance, all operators. 

Calendar year 1956, protection and indemnity insurance, all operators. 

The final 10 percent for any calendar year is not made until all rates for 
subsidizable items have been approved for the respective calendar year and final 
audits have been made of the operators’ accounts for the year. 

In arriving at total cash requirements for the balance of fiscal year 1959, 
the following indicates the amount presently available and amounts required 
to cover estimated billings: 


EE. UO BOR pre iin i odes eater ___ $120, 360, 887 
Expenditures through Dee. 31, 1958: 
Vouchers for periods prior to calendar year 





MAI. cite k Freeh Shh eis ged be $12, 098, 524 
Vouchers for 2d quarter calendar year 1958 
cr soak eens crv 26, 439, 373 
Vouchers for 3d quarter calendar year 1958 
femmyrmeptember) 65.24.2622 26, 244, 563 
—_—— — 64, 782, 460 
mesemee @yallabie Nec. Gh 1000~-.-~~.- noe 55, 578 427 
Unpaid vouchers on hand December 31, 1958: Vouchers for peri- 
ennyn tt) @OUPNURE VORP SOOG. 6S ee eee 2, 408, 476 
Unobligated balance Dee. 31, 1958____--_______--- eee Oe 53, 169, 951 


Vouchers to be submitted for payment, fiscal year 1959: 
Final 10-percent payments, calendar years 


RR 2a ee er a oa $7, 369, 951 
Payments up to 90 percent, calendar year 1956__ 3,000,000 
Fourth quarter, calendar year 1958 (October— 

RN i i te a, 26, 400, 000 
First quarter, calendar year 1959 (January— 

et ieee ne a ee a ee 26, 400, 000 


anaes 63, 169, 951 


I NS i a a cs cs ches nda nniel 10, 000, 000 


1Final rates approved; effective Jan. 1, 1956, the FMB determined that this item was 
no longer to be considered as a subsidizable item of expense. 





42 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


No provision is made in this estimate nor is cash requested for the following: 

1. Payment of any subsidy earned subsequent to March 31, 1959. These 
vouchers would not be submitted until after the beginning of fiscal year 1960, 

2. The making of 10 percent final payments (100 percent of subsidy pay- 
able) to the various operators for any calendar year subsequent to 1954, al- 
though in some instances such payments have been made through 1955. 


OVERDUE OBLIGATIONS 


Senator Hotianp. Your restoration request, page 5, refers to “these 
lo ig overdue obligations.” This committee has been endeavoring for 
yé irs, as you know, to bring to a current basis this particular function 
of your agency. What has been the reason for this situation now 
described by the use of the words “these lone overdue obligations” 
Slice it is obviously not due to the failure of the Congress to provide 
the amounts you have requested for this purpose ? 

Admiral Forp. As you know, Mr. Chairman, there was a great 
becklog of payments dating back to the calendar year 1947, at the 
beginning of the current fiscal year due to a backlog of auditing. 

During the current fiscal year we have completely liquidated 
aniounts due for the calendar year 1947 and 1948 and in addition have 
mde final payments through calendar year 1952 for all except two 
operators. Settlement has been made for that part of the subsidy 
contract covering passenger ships of one of these remaining companies, 

Vouchers are in process of preparation by both of these companies 
at. the present time for complete liquidation of several years of their 
pxyments. Final payments have been made for about half of the 
operators for calendar year 1953 and for some operators for both 
1954 and 1955. By the end of fiscal year 1960 we will make final 
p:yments for all operators through calendar year 1955. 

This will leave the final 10 percent payments to be made on calendar 
years 1956 through 1958, with the normal withholding pending audit 
for calendar year 1959. 

Due to the normal time lag in submission of final accountings and 
completion of audits we would be able under optimum circumstances 
to complete final payments only through 1957 by the end of fiscal year 
1960. 


We will, therefore, be about 2 years behind in the liquidation of 
final payments. 


SUMMARY STATEMENT 


Senator Hotianp. Will you provide for the record a summary state- 
ment showing your balance on hand at the beginning of this fiscal 
year 1959, the appropriation for 1959, expenditures out of this fund 
month by month through the most recent month available and the 
unexpended balance for the remainder of the year? 

Admiral Forp. Yes, sir. 

Senator Hotitanp. What is the last month for which you can make 
a complete showing in the record ? 

Admiral Forp. March. 

Senator Hottanp. March 1959? 

Admiral Forp. Yes, sir. 
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(The information referred to follows :) 


Unobligated balance available from prior year__--------------- ro $360, 887 
Appropriation, fiscal year 1959_~--.------------------------ _.._. 120, 000, 000 
Teen ee ee ee ne bn mien saaeseaien 120, 360, 887 
Expenditures : : 
a ce a aaa aes $7, 134, 715 
Srnec sn hens ahem Sane ci inlaw ean ba sm apae nae esi 22, 417,500 
NN gs cs as sass emg mn nnla a ig el Shs Sais 622, 475 
I gia 11, 584, 401 
| esa pall ppc ee ei eee ee eee ee 18, 277, 406 
a eit nai 4, 745, 963 
acc en ia ed eanrne en ebiclianten iain pil aapmisiom 5, 888, 226 
a 24, 020, 881 
EL asc sds Uh pe eo annem ead ie cancion meee 4, 694, 130 
aero aamesy ck Se Sask oe ee kee 99, 385, 697 
a cca a i heat cela lacy lear pi 20, 975, 190 


LETTER FROM AMERICAN STEAMSHIP LINES 


Senator Hottanp. The Committee of American Steamship Linss 
has asked that there be included in the record at this point a letter 
dated April 6, 1959, to the chairman of the Senate Appropriations 
Committee, Senator Hayden, signed by Alexander Purdon, executive 
director of the Committee on American Steamship Lines bearing on 
this particular question. 


Chairman Haypen. Without objection it may be placed in the record 
at this point. 
(The letter referred to follows :) 


COMMITTEE OF AMERICAN STEAMSHIP LINES, 
Washington, D.C., April 16, 1959. 
Subject : H.R. 5916, supplemental appropriations for 1959. 
Hon. CaRL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Washington, D.C. 


Dear SENATOR HAYDEN: The Committee of American Steamship Lines, whose 
membership is comprised of 14 steamship companies holding operating-differen- 
tial subsidy agreements with the Maritime Administration, requests your fa- 
vorable consideration of the additional $10 million requested in the second sup- 
plemental appropriations bill for 1959 for operating-differential subsidy. 

The amount originally appropriated for fiscal 1959 was $120 million. Obli- 
gations and expenditures up to December 31, 1958, amount to $64.8 million. The 
requested supplemental appropriation would make a total of $65.5 million avail- 
able for the last half of fiscal year 1959. 

The funds requested will make it possible for the Maritime Administration 
to meet current payments and to make some final 10 percent payments on com- 
pletion of their audits of final accounting. The Maritime Administration is mak- 
ing considerable progress in liquidating the backlog in final payments for prior 
years. It is obviously in the best interest of both the Government and the op- 
erators that payments for operating-differential subsidy agreements be made as 
current as possible and the Maritime Administration should be encouraged to 
expedite its audit accounting and to liquidate the backlog of final payments. 

There is no economy in delaying payments of operating-differential subsidy 
since it is well established that these are obligations of the Government. Your 
committee has said in a prior report that “The payment of subsidies which have 
been earned is an obligation of the Government to contractors who operate ship- 
ping under terms provided by the Merchant Marine Act of 1936, as amended.” 

As we have pointed out in the past, delays in finalizing payments of operating- 
differential subsidy may necessitate borrowings by the companies which can be 
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avoided by making appropriations for amounts estimated to be due and payable. 
We might add that to the extent Maritime is encouraged to keep its audits and 
payments on a current basis the Appropriations Committee will be enabled to 
have a clearer current picture of the trend of operating-differential subsidy. 
For these reasons, we respectfully request that your committee favorably 
consider the requested supplemental appropriation of $10 million for fiscal 1959, 
We would appreciate your including this letter in the official record. I would 
be pleased to supplement this statement orally before the committee if your 
schedule permits. 
Very truly yours, 
ALEXANDER PurRDON, Executive Director. 


HARDSHIP ON SHIPPING LINES 


Senator Hoitianp. I am personally disappointed that progress 
has not been more rapid because it seems to me that to be 7 years 
behind on some of these accounts is not only a poor situation in the 
meeting of our obligations but must entail a very heavy hardship on 
the shipping lines that are placed in that position. 

I am sure the full committee would want to request that this matter 
be expedited in every possible way to bring these accounts up toa 
more current basis. 

Chairman Haypen. We can urge that that be done. 


STATE MARINE SCHOOLS 


Senator Hotianp. The next two items I understand you have not 
appealed but I think should be in the record. 

With respect to the State marine schools, the House bill provides 
$35,000, the amount of the budget estimate. At this point there will 
be placed in the record the extract from the House report and your 
justification in support of this item. 

(The material referred to follows :) 


House REpPorT 
“The budget estimate of $35,000 is approved for State marine schools to pur- 
chase and install ballast for the Maine Maritime Academy training ship. This 
is required to meet Coast Guard safety requirements.” 
DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
(H. Doe. 58) 


State marine schools 


cn tes he cc tao pw sie apd ne ee ne $660, 000 
NE, I lt hla cali inhi Gis ip di aie edhe wee eee 344, 468 
CE INO I ol i ee eke Sib weks 246, 257 
ees SENRENS ROIS NOMS (WORT gs ck ca 1, 110,000 

Request : 
INNES GI is a mecca 35, 000 
Deer GEOG DMRICRRIONG. 5 eld 5 oS ec eK 2, 500 
Ns cts S west ehentnates Reece tl ined Adib ecient Do wits 37, 500 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this supplemental request is to cover the cost of purchase and 
installation of 400 tons of permanent ballast aboard the SS State of Maine (Ex. 
H.S. Comfort), cadet training vessel. 


en ne ner ne aT om 
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For several years the appropriation for State marine schools has provided 
only $149,800 for the maintenance and repair of the four training vessels on loan 
to the States. Since the language stipulates this amount as a ceiling, each 
school must perform the annual drydocking and repairs for no more than 
$37,450, regardless of the condition of the vessel and the extent to which repairs 
must be made in order to place the vessel in class. This amount is no more 
than adequate for normal voyage repair and it is impossible to cover the cost of 
this unusual requirement within the limitation. 


JUSTIFICATION 


The requested funds are necessary to comply with the revised temporary 
stability letter issued by the U.S. Coast Guard valid only for the 1958-59 winter 
season. The Coast Guard, in a letter of December 3, 1958, stated that at the 
end of this period “a minimum of 400 long tons of additional solid ballast at a 
vertical center of gravity of not higher than 5.4 feet above the vessel’s molded 
paseline is required to be installed to provide the flexibility in liquid loading 
deemed necessary to efficient operation of the vessel.” It is further stated that 
additional ballast may be necessary to offset the vessel’s apparent limited 
evaporator capacity for fresh water ballast production, particularly if the vessel 
is to engage in transatlantic voyages. The final amount of ballast is to be 
agreed upon at which time the commandant of the ship will be advised. When 
the required solid ballast has been installed, a revised permanent stability let- 
ter for the vessel will be issued. 

In view of this action it is deemed essent ial that the funds herein requested 
be provided in order that the school ship may be available to carry forward the 
required academic training. 

The estimate of $37,500 has been developed on the following basis: 





IIE SO a eee ase sects cpooceentsicumeewse $18, 750 
Fabrication of frames to contain ballast___._____.____._____________ 8, 750 
Pmneton. Gf DOMAGL. AbOaTG. VeRuel. 25. 10, 000 

EE oe apes wth a sek ects as noe cid np epee 37, 500 


It is proposed to place 500 tons of solid balast aboard the vessel instead of 
the 400 tons minimum Coast Guard requirement. The additional ballast would 


thus eliminate the restriction against trans-Atlantic voyages in which the 
vessel may participate. 


There are 223 cadets enrolled in this school and it is essential that every 
safety precaution possible be taken to assure that not only do the cadets re- 
ceive the best training possible, but that it be done under ideal conditions. The 
criticism which might result from not taking minimum action as required by 
the Coast Guard to comply with regulations to place the ship in proper class 
makes this a matter which cannot be deferred. In view of the limited funds 
available for normal maintenance and repair, it is of paramount importance that 
the requested funds be provided to cover this deficiency. 


Of the total requirement, $2,500 will be made available by transfer of savings 


in uniforms, textbooks, and subsistence allowances to the vessel repair limita- 
tion. 


SALARIES AND EXPENSES 


Senator Hotianp. The next item for consideration is a request in 
the amount of $805,500 for salaries and expenses, maritime activities. 
The amount requested consisted of $770,500 for increased pay costs, 
and $35,000 to repair hurricane damage to buildings at the Wilming- 
ton, N.C., shipyard. 

The House bill provides $723,450 for increased pay costs and $30,- 
000 for the hurricane damage repair. In view of the transfer pro- 
vision provided in the House bill, it is noted you are not appealing 
either reduction since you propose to provide by transfer, practically 
all of the House reduction in the increased pay cost item. 

At this point there will be placed in the record your justifications 


in support of this item, and an abstract from the House report re- 
lating to it. 


Net Change 
Increase | amount for Additional |increase (+) 
Activity in Oland | payment Net appropri- or de- 
related to other | absorption| ation crease (—) 
costs appropri- | required from 1960 
tions | budget 
| | 
Administrative expenses..___.._...-------- $656, 500 $1, 000 ae -| $657, 5 ) |. 
Shipyards, warehouses, and training sta- | | sal 
Ts dietarennte rn ~eswqerysdnounntespopeys~ 57,000 |...---.-- | w--gpc----| 57, 000 | -..-- 
Reserve fleet expenses ---_-....--.---------- Sie 4... 9<<-- | $35, 000 56, O00 0 | — $35, 00 
Total salaries and expenses---------- 804, 500 | 1,000 | 35, 000 770, 500 | —35, 000 
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(The material referred to follows :) 


MARITIME ADMINISTRATION 
(H. Doe. No. 58) 


Salaries and expenses 


Appropriation to date_._.__..__________- uns BM, ah Ae debe A $14, 5 125, 000 
Obligations to Dec. 31, 1958 


a ~---- ty 606, 977 
en eee eee eee. ee nenemmeennmcee 7, 163, 510 
se I eal ibe a aioe 14, 070, 000 
eee aia ie areata tester anette etn ea clr byepnen atin vn 805, 000 
Employment: 
Average number current appropriation____________________-__ 2, 055 
Rene UNDE CRN ON a eesmealieeeney | igi fel 
eM MURERCOTERIOURY, EGU’, hk, RO te ns cae eney 2, 075 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. To cover the cost of pay increases granted by Public Law 85-462, Federal 
Employees’ Salary Increase Act of 1958, $770,500. 





2. To cover cost of repair of hurricane damage to buildings at the Wilming- 


ton shipyard, $35,000. 


1. Pay increases granted by Public Law 85-462, $770,500 


Analysis of additional costs attributable to Public Law 85-462 indicate a gross 
cost of $805,500, the amount shown in the 1959 column of the 1960 budget estimate 
as the supplemental requirement for 1959. However, since preparation of that 
document, savings have developed in the other objects costs of the reserve fleet 
program which have resulted in reducing additional appropriation requirements 
for pay raise costs by $35,000. 

There is no possibility of absorbing any part of this supplemental without 
making substantial reductions in employment above that already planned. 

During the year, this appropriation has had to absorb $25,000 in salary in- 
creases granted scientific and engineering personnel, ‘and $135,000 in salary in- 
ereases granted the Wage Board personnel. The estimated requirement gives 
full effect to reductions being made during the latter half of this fiscal year in 
the maintenance of shipyards, warehouses, training station, and reserve fleet 


programs in order to bring these programs down to the reduced level planned | 


for fiscal year 1960. 


The following table indicates the distribution of the additional funds be | 


tween the three limitations within the appropriation : 




















2. Hurricane damage repairs, $35,000 


Hurricane Helene, on September 27, 1958, caused considerable damage to the 
roofs of buildings at the Wilmington, N.C., shipyard. Approximately 100,000 
square feet of roofing on five buildings must be either totally replaced or extel- 
sively repaired. In addition, less extensive roof repairs and patching must be 
done on several additional buildings. 

Consideration is now being given to declaration to the GSA of the four reserve 
shipyards as surplus. However, if such a decision is reached, Maritime will con 
tinue to have responsibility for the maintenance and protection of the properties 
for a period up to 1 year from the date of the declaration. In view of the fore 
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going, the repairs should be made as soon as possible to prevent further damage 
to the buildings and structures and to provide protection from the elements of 
costly machinery and materials stored in some of the buiidings. 


HOUSE REPOKT 

“The committee has approved $723,450 for salaries and expenses related to 
maritime activities which includes $693,450 for pay increase costs and $30,000 
for hurricane damage repairs at the Wilmington, N.C., shipyard.” 

Senator Hotianp. As I understand it, your statements already made 
with respect to the pay cost items also apply to this particular item. 

Mr. Moore. That is correct. 

Senator Hotitanp. And you are not asking for any restoration in 
connection with these items individually ? 

Mr. Moore. That is correct. 

Senator Hotuanp. I understand, Mr. Chairman, that that com- 

letes all of the items relative to the Maritime Administration. I 


think if there are any questions from any members of the committee, 
this would be the appropriate time. 


PATENT OFFICE 


SALARIES AND EXPENSES 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY FOR 
ADMINISTRATION; OSCAR H. NIELSON, DEPARTMENTAL BUDGET 
OFFICER; A. W. CROCKER, FIRST ASSISTANT COMMISSIONER, 
PATENT OFFICE; D. R. ELLIS, HEAD, BUDGET AND FINANCE DIVI- 
SION; AND R. L. FRANZ, HEAD, BUDGET BRANCH 


RESTORATION REQUESTED 


Senator Hotianp. The next item for consideration is a request in 
the amount of $1,835,000 for salaries and expenses, Patent Office. 
This includes $1,520,000 for increased pay costs and $315,000 to cover 
increased printing costs. 

The House bill provides $1,651,500, of which $1,368,000 is for in- 
creased pay costs and $283,500 for additional printing requirements, a 
10 percent decrease. 

Your request for restoration is in the amount of $31,500 and you 
are not appealing the increased pay cost estimate reduction of $152,000 
because you again rely on making this amount available by exercise of 
the transfer authority contained in the House bill. 

Mr. Moore. That is correct. 

Senator Hoititanp. At this point there will be placed in the record 


your justification in support of this item and your requested amend- 
ment to the House bill. 


38932—-59--—-4 
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(The material referred to follows :) 
PATENT OFFICE 
SALARIES AND EXPENSES 


Supplemental appropriation, 1959 


Aeroorietizen avaliable i £00022.) ooo tt 2 = $19, 000, 000 
Cnr wO Peron O01 00. C0. BONO ow eee eee en 12, 268, 492 
Cumulative expenditures to Jan. 31, 1959_.__..._...__-.---.------- 12, 598, 556 
Budget estimate next fiscal year (1960)_____________-__~_- ences 22, 000, 000 
eS So et ele tne ethnee cue 1, 835, 000 








Employment: 
Average number current appropriation________-___________-__ 2, 210 


Number included in this estimate (average) 
Actual employment, Jan. 31, 1959 


i el le alas i nan fi echt ie oa Os as 2, 200 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


1. To cover the cost of additional printing requirements ($315,000) attributable 
both to an increase in Government Printing Office rates effective in July 1958, 
and an increase in the number of patents eventuating for issuance during 1959, 
Consistent with usual budgetary policy, the amount included in the regular 
1959 budget estimates for printing was based upon prices prevailing at the 
time the budget request was prepared. In addition to the price increases, the 
experience of the first 7 months of patent issuances, together with the actual 
allowances which will eventuate into issuances chargeable to the last 5 months 
of fiscal 1959 indicate that the total number of patent issues will be approxi- 
mately 4,500 more than the 48,000 for which provision was made in the 
current year appropriation. 

2. To cover the cost of pay increases ($1,520,000) granted under Public Law 
R54 62. 
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Additional printing requirements ($315,000) 
By letter of September 8, 1958, the Government Printing Office announced in. 


creases in rates for printing work done for the Patent Office, retroactively | 


effective with printing work ordered in July 1958 and thus applicable to the 
entire fiscal year 1959. Increased costs for the current fiscal year are egtj. 
mated to be $80,000 for the volume of patent, design, and trademark issuances 


for which provision was made in the current year appropriation at the former | 


prices. The effect on the current year budget is summarized as follows: 

















— 
Provided for | Percent of | Increased 
in current | increase in | cost, current 
year appro- | rates | year 
| priat ion 
| 
Official Gazette_.-..-.--- Se cunsiptircenc teen tang ceeunteictee $194, 000 | 3.11 | $6, 033 
Specifications: i 
ncn nine uet eine mebthahpeamabeasnideweruaind 2, 160, 000 3. 37 | 72, 792 
CS ot Gb naticg cheb hgnikdses eaabe ei hakcanerawnes 8, 340 2. 52 | 210 | 
a eh ced onieneneen 44, 820 | 2.81 | 1,250 | 
RNIN os nsccrtcnsicicmnees sinanbinmaiaeas teenies | ‘i ccthidiaers | 80, 000 





Successful applications eventuate into patents and create a liability for print- 
ing and publishing their issuance approximately 6 months after allowance, 
Statutory time limitations apply both to the payment of final fee by the success. 
ful applicant after allowance, and to the issue of the patent by the Patent Office 
after payment of the final fee. Hence, the incidence of issuance after allow- 
ance is relatively uncontrollable by the Patent Office. Only very limited lee 
way exists under the statute for deferral of issuance by the Patent Office after 
the final fees are paid by the applicant. It is not practicable to anticipate de. 
ferra! of this liability to 1960, since such action would— 

(a) create undue delay in the issuance and publication of patents, con- 
trary to the interests of both the patentees and the public, 

(b) ereate risk of violating the law requiring the issuance of patents 
within prescribed time limitations, 

(c) cause costly disruption in the orderly processing of patents in both 
the Patent Office, and the Government Printing Office, the facilities of which 
would need to be overtaxed early in fiscal 1960 to handle the deferred 
volume of work in addition to anticipated current volume of work, with 
resultant probability of premium cost overtime, whereas a substantial por- 
tion of processing capacity would be idled during the last quarter of the 
current fiscal year, and 

(d) create added liability for fiscal 1960 not presently provided for in 
the 1960 budget. 

Considering the 6-month timelag usually experienced between allowance of 
the application and the issuance of the related patent, the estimate of 48,000 
issues expressed in the 1959 budget, in relation to estimated disposals of 87,000 
applications, had been based upon prior year experience, which showed that 
approximately 55 percent of total disposals ultimately resulted in issuance of 
patents. The number of successful applications in relation to total applications 
disposed of has been somewhat higher than originally estimated, with the result 
that about 58 percent of related disposals are eventuating into patents. Also, 
total disposals for the period affecting the issuances for fiscal 1959 have been 
running about 2.3 percent higher than the original estimate. 

The following summary establishes the probable issue of an estimated 52,500 
patents for which the printing is chargeable to current year funds: 





enn oe; OO a  ierercsinet re mmeenmninns 30, 000 
Estimated issuances, balance of fiscal year_________-___-____-_________ 22, 500 
Probable issues chargeable to fiscal 1959 funds__.._______________ 52, 500 
Provided from 1959 appropriation (without regard to effect of recent 
I a ioe ies en eecbinieinaroni 48, 000 





Additional issuances not provided for__.__._-__..--.--__________ 4, 500 
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The estimated issuance of 22,500 patents chargeable to the last 5 months of 
the fiscal year is based on actual patent application allowances of 22,569 for the 
months of September through January. This estimate is consistent with the 
usual 6-month timelag experienced between allowance of the application and 
issuance of the patent. 

At an average printing cost of $52.50 per patent, this increased volume will 
require an estimated sum of $235,000 in addition to the $80,000 which covers 
price increases on the volume of printing heretofore estimated, or a total of 
$315,000 for printing. 


Pay Act costs ($1,520,000) 


The appropriation of $19 million for 1959 provides $14,980,000 for personal 
services and related allowances. Increased costs attributable to Public Law 
96-462 amount to 10.15 percent, producing a total Pay Act cost of $1,520,000. 

With a supplemental amount of $1,520,000, the combined provision for per- 
sonal services and related allowances is $16,500,000 for the fiscal year, permitting 
an average monthly payroll of $1,375,000. Obligations for personal services and 
related allowances through January 1959 are $9,474,414 averaging approximately 
$1,392,500 per month; the obligation for January was $1,386,800; and a further- 
lowered monthly rate of approximately $1,350,500 must be contemplated as an 
average for the remainder of the current fiscal year. 

Without regard to the Pay Act costs, the Patent Office appropriation for fiscal 
1959 requires that employment be reduced during the year from 2,252 at the 
beginning to an estimated 2,165 at the end, a decline of 4 percent throughout 
the year. Employment on January 31, 1959, was 2,200. Average employment 
for the year is estimated to be 2,210, or 2 percent below the average employment 
for the preceding fiscal year. To achieve the further reduction necessary under 
the current year appropriation is the most that can be reasonably accomplished 
without involuntary separations and disruptive imbalance of staffing. 

Aside from being in contravention of section 9(b) of Public Law 85-462, a 
compulsory reduction-in-force for the purpose of obtaining savings to meet 
current year pay act costs would make extremely difficult and perhaps unattain- 
able the program level contemplated in the 1960 budget recommendation to the 
Congress, which seeks to advance the efforts of the Office to overcome the backlog 
of work which exists. Recruitment to supply the necessary manpower for the 
ensuing year’s program would be severely hindered and the maldistribution of 
workload in the examining areas would inevitably result in lower production than 
will otherwise be possible. 

Personal services and related allowances for employee insurance and retire- 
ment comprise approximately 80 percent of the Patent Office budget. Reauire- 
ments for printing and publication of patent and trademark material, about 
16 percent of the budget, are closely alined with the issuance product of the 
Office’s program, and involve printing and publication within time limitations 
established by statute. Since requirements for printing exceed the amount 
already appropriated, supplemental funds are being requested for this purpose, 
as explained above. All other expenses of the Office for fiscal 1959, including 
absorption of $20,000 of increased costs resulting from postal rate increases, 
comprise about 4 percent of the budget. Provision for these expenses is approxi- 
mately 11 percent below the actual obligations incurred during the preceding 


year and no marginal provision exists by which savings could be realized to 
absorb any of the pay act costs. 


PATENT OFFICE 
SALARIES AND EXPENSES 


(House hearings, pp. 391-399) 
Page 8, line 6, of H.R. 5916: 


Teen een ee ae $19, 545, 000 
I i ELE ol aebld ld hecmaund 19, 000, 000 
I ee memanin 1, 835, 000 
ah RIE i ec eenstrceansinion ead 1, 651, 500 
House reduction from estimate__..._._._.________-______________ 183, 500 
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AMENDMENT REQUESTED 
On page 8, line 9, strike out “$1,651,500” and insert “$1,683,000”. 
HOUSE REPORT 


“The $1,651,500 recommended in the bill for the Patent Office includes 
$1,368,000 for increased pay costs and $283,500 for additional printing re. 
quirements.” 

JUSTIFICATION 


Of the $315,000 requested for additional printing requirements, the House 
bill provides $283,500, a reduction of $31,500 or 10 percent in the estimate. The 
effect of the House reduction is to require deferring the printing and issuance 
of approximately 600 patents for which applicants will have paid their fina] 
fees and established entitlement to prompt issuance within governing statutory 
tume limitations. 

The funds involved pertain to charges for printing the specifications and 
drawings of patents and for the publication of their issuance in the Official 
Gazette, the aggregate charges for which average about $53 per patent. 

Restoration of the $31,500 is requested because : 

1. Undue delay in the issuance and publication of patents is contrary to the 
interests of both the patentees and the public. 

2. Current efforts to reduce the backlog of pending applications for patent 
become ineffective if a backlog of unissued patents is allowed to develop 
after patentability has been ascertained. 

3. The necessity to defer a sizable number of patent issuances means costly 
disruption in their orderly processing by both the Patent Office and the 
Government Printing Office, the processing capacity of which would need 
to be partially idled near the end of the current fiscal year. To overcome 
a volume of deferred work early in fiscal 1960, while handling what promises 
to be a recordbreaking number of currently maturing issuances, introduces 
the probable need for premium cost overtime and greater expense than 
would otherwise be necessary. 

4. Deferment of the issuances involved can only create added liability 
for fiscal 1960 not presently provided for in the 1960 budget. 

The balance of the House reduction, $152,000, was from the amount requested 
for increased pay costs. The transfer authority included in the House bill 
will permit funding of the pay costs without restoration of this amount. 


RESTORATION OF PRINTING FUNDS 


Senator Hotitanp. Do you have any separate showing to be made 
at this time with respect to the restoration for the printing costs? 

Mr. Moore. Yes, we have. Mr. Crocker is here and I would simply 
say with $31,500 an additional 600 patents can be printed and dis- 
tributed. We feel that with the program that you well know of these 
things should be turned out on time. 

Senator Hotianp. Of course, this committee has been trying to 
bring this to a more current basis. 

Mr. Moore. Indeed they have and we are most appreciative of their 
efforts. 

Senator Hortianp. When were you notified of the Government 
Printing Office increase in printing rates for Patent Office work? 

Mr. Moore. September 8, 1958. 

Senator Hottanp. In other words, you did not know this in time 
to have included the request in your regular budget for fiscal 1959! 

Mr. Moore. That is correct. 


PATENT WORKLOAD 


Senator Hotitanp. Your justification refers to an increase in patent 
workload. What is the increased workload now forecast compared 
with the estimated workload presented in the justification of your 
regular estimates for 1959 ? 
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Mr. Moore. I will ask Commissioner Crocker to answer that 
question. : 

Mr. Crocker. The estimate for fiscal 1959 was 48,000 patents. We 
expected to issue that number. Actually, we are prepared to issue 
52.500. That was due to the increased activity in the examining 
corps. 

We are now operating with the largest corps of experienced exam- 
iners we have ever hi ad, and there are 4.500 more patents being pre- 

ared for issue in this fiscal year than we had anticipated. 

Senator Hottanp. Do you refer to the new examiners whom you 
have been training for the’ last 2 or 3 years ? 

Mr. Crocker. Y es, Sir. 

Senator HotLanp. Your program for the increased number of ex- 
aminers and, therefore, increased number of examinations of proposed 
patents, is bearing fruit ? 

Mr. Crocker. It is: there is a higher tempo of activity in the Office, 
and the end result is the preparation of the additional 4,500 more 
patents than we had anticipated. 

Senator Hottanp. How near are you to a current basis in your 
patent workload ? 

Mr. Crocker. We have a backlog of pending applications just un- 
der 200,000. We are in the third year of our 8-year program. We 
expect to get current in 5 more years. 

Senator Hornanp. By being current, within what period of time 
after filing patents will they normally issue? 

Mr. Crocker. We hope to bring it down to within a year if we get 
prompt response on the part of the applicant and the attorney. 

Senator Hotuanp. Are there any questions on this item? 

Senator Youn. How does this 200,000 compare with last year? 

Mr. Crocker. It is about 10,000 lower than it was a year ago. 

Senator Hornanp. May I ask that you file for the record, if you 
will, a showing of progress made in reduction of the backlog and 
the progress mi ade in increase of your qualified examiners who can be 
entrusted to do original work on their own responsibility ? 

Mr. Crocker. We will be glad to do so. 

(The information requested follows :) 


Progress in reducing backlog of pending patent applications and in building up 
corps of experienced patent examiners 


Average number of patent 
| | examiner assistants 


_— aeemneees a 








Fiscal year | Backlog at | Experienced 
| end of year | . (over 2 years) 
Total cid neath sated 
| Number | Percent 
| of total 
$$$ | ——— |__| —___|___ 
1955 (peak year of backlog before staff buildup began) -__--- | 221, 872 | 610 561 | 92 
1956 (Ist year of staff buildup) - ies eal, cme ite oe S 217, 536 | 728 495 | 68 
1957 (2d year of staff buildup; 1st year of planned opera- 
tions under 8-year program). ________- wt 215, 535 | 910 | 455 | 50 
198 (2d year of pouneans operations under 8- -year program) -- | 207, 166 1, 068 | 502 47 
hE 199, 000 990 | 685 69 
I rer Sn ee ee =| 184, 000 1, 025 830 81 
| 


—_—_—— OSS 





54 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


The goal of the backlog reduction program is to reach a current condition 
of operation. This is planned to be achieved at the end of fiscal year 1964, with 
a backlog of about 100,000 applications. 

The worst of the difficulties associated with the effort to build up the staff 
over the past few years now seem to be over. As indicated above, the corps 
of examiners is presently more stable and is gaining the experience necessary 
for optimum production. The Office now has a greatly improved potential for 
achieving the program level proposed for fiscal 1960, at which sustained level] 
there is good prospect that the goal of the backlog reduction program can be 
realized substantially in accord with the 8-year plan. 


TOTAL PATENTS TO BE ISSUED 


Mr. Crocker. I would like to point out that the 52,500 patents that | 
we expect to issue in this fiscal year will be the largest number in 27 
years. In the next year, we anticipate that we will issue 54,000 so this | 
would be a bad time to defer the issuance of 600 patents. 





NATIONAL BurEAU oF STANDARDS 
CONSTRUCTION OF LABORATORIES 


Senator Hotianp. The next item for consideration is a request in 
the amount of $19,793 for construction of laboratories. The House 
bill provides nothing for this purpose. 

At this point there will be placed in the record your justifications 
in support of this item and your request for the restoration of this 
amount to the bill. 

(The justification follows :) 


NATIONAL BUREAU OF STANDARDS 


Construction of laboratories 


Appropriation available in 1959 (unobligated balance) be sath Ses $50, 207 | 
Obligations to Jan. 31, 1959 (as reported by General Services Adminis- 
nn i ein eel oil a dwotianeeen 70, 000 


Expenditures to Jan. 31, 1959 (as reported by General Services Adminis- | 
Nee ea nemenpenninn ae | 


Budget estimate next fiscal year (1960) --.-------------------------- ----- : 
No employment. 


This proposed supplemental appropriation is to liquidate a contractor’s claim 
adjudicated by the General Services Administration Board of Review. ' 
This additional appropriation is required to satisfy a contractor’s claim for 
additional payments under the terms of his contract with the General Services Ad- 
ministration for construction of the National Bureau of Standards Radio Labora 
tory at Boulder, Colo. i 

In fiscal year 1951 an appropriation and contract authorization was made avail | 
able to NBS to provide for the construction of the Radio Laboratory. The com 
struction funds were transferred to GSA, who awarded the construction contract 
to the Olson Construction Co. In June 1953 during the course of construction, the 
contractor filed a claim with GSA for additional payments which the contractor 
claimed were due him because of the subsurface conditions materially different 
from those shown on the drawings and specifications. The contractor claimed 
that these conditions required him to spend more on the caissons than cor 
templated in the original bid. His claim as finally submitted was for $81,554.50. 

Based upon the facts presented by the contractor, the claim was rejected by the 
GSA regional commissioner at Denver, Colo. In December 1953 this decision was 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION | 
. 
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appealed to the GSA Board of Review. On August 11, 1958, the Review Board 
found as follows: “1. The appellant encountered a generally bouldery subsurface 
condition which materially differed from the subsurface condition shown by the 
contract documents, this constituting a changed condition within the meaning of 
article 4 of the contract; and 2. The Public Buildings Service should determine 
the amount by which this contract should be modified to provide for any proper 
increase in cost by reason of the changed conditions, which were encountered.” 

This determination, reached during December 1958, resulted in a final settle- 
ment of $70,000. At present NBS has $50,207 unobligated and available in the 
“Construction of laboratories” appropriation. In addition to this balance, an 
appropriation of $19,793 is required to finance the payment of this claim. 

NBS first became aware of the pending claim early in fiscal year 1956. Prior 
to that time an unobligated balance of $90,000 was transferred to the Weather 
Bureau for payments authorized under the Fringe Benefits Act, this transfer 
having been authorized by the Second Supplemental Appropriation Act, 1955. 
Had the pending claim been known to NBS, the Department of Commerce would 
probably not have proposed to make that transfer. Although an additional ap- 
propriation is now required to finance this claim, the total cost of the Radio 
Laboratory has not exceeded the funding originally available for the construc- 
tion of this Laboratory. 





NATIONAL BUREAU OF STANDARDS 
CONSTRUCTION OF LABORATORIES 


(House hearings, pp. 396-397) 


SII SEE Pee ee ee 0 
ee be timc mele acannon $19, 793 
Neen nen eres 

House committee reduction from estimate _____________-____ 19, 793 


I tee 19, 793 


AMENDMENT REQUESTED 
On page 8, after line 9, insert: 
“NATIONAL BUREAU OF STANDARDS 
“CONSTRUCTION OF LABORATORIES 


“For an additional amount for ‘Construction of Laboratories,’ $19,793, to 
remain available until expended.” 


“HOUSE REPORT 


“A supplemental estimate of $19,793 for the National Bureau of Standards to 
liquidate a contractor’s claim in connection with construction of a radio labora- 
tory is deferred until the matter can be given further study.” 


JUSTIFICATION 


A review of the House committee hearings in the light of the committee report 
indicates that the deferment of this item by the House may be based on the 
assumption that the claim arose from a change in specifications by the Gov- 
ernment. Actually, the contractor found that subsurface conditions were mate- 
rially different from the GSA engineering reports on which his bid was based. 
The finding of the GSA Board of Review was, therefore, based on just compensa- 
tion for this unanticipated cost. 

We believe that the Government has an obligation to pay the balance of this 
claim as soon as possible. The General Services Administration negotiated a 
settlement with the contractor in which he agreed, despite a 6-year delay, to claim 
ho interest. This agreement presupposed payment of the claim as soon as the 
appropriation process permitted. 

In view of the nature of the claim and the circumstances leading to the de- 
ficiency, we recommend restoration of the amount requested. 
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REASON FOR HOUSE ACTION 


The House report indicates that they provided no funds because 
they felt it should be “deferred until the matter can be given further 
study.” Information provided the committee reveals GSA has had 
the matter under study from January 16, 1953; GSA Board of Re. 
view held hearings in 1954; and in 1958 the Administrator ruled in 
favor of the contractor. | 

In view of the 6-year pendency in the executive branch would a de- 
ferral for the House committe study and probable consideration in 
the regular budget for 1960 appear unreasonable ? 

Mr. Moore. In our opinion, it will. We have a letter from the 
General Services Administration dated December 30, 1958, stating 
that they have completely gone over this entire matter and that we 
owe this money without question. I believe your committee has cop- 
ies of this letter. 

Senator Hotianp. Do you refer, Mr. Secretary, to the letter dated | 
December 30, 1958, addressed to Dr. Astin as Director, signed Max 
Medley, Comptroller of the General Services Administration? 

Mr. Moore. I do. 

Senator Hotianp. I ask that that letter be incorporated in the ree. | 
ord at this point. 

(The letter referred to follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., December 30, 1958. 
Dr. A. V. ASTIN, 
Director, National Bureau of Standards, 
Department of Commerce, Washington, D.C. 
(Attention: Mr. Norman L. Christeller). 

Dear Dr. Astin: The long pending claim by the general contractor for addi- 
tional payment on the contract for construction of the Radio Research Lab- | 
oratory at Boulder, Colo., has been resolved at $70,000. 

We understand that the Bureau of Standards has an unobligated balance | 
slightly over $50,000 in appropriation ‘“13X0649” from which this project was 
financed. It is requested that action be initated by your Department to transfer 
the sum of $50,000 to the General Services Administration at the earliest possible 
date. It is also requested that form 1151 indicate that funds have been appor- 
tioned and are available for immediate obligation. 

The contractor is aware of the inadequacy of current funds to completely 
settle the claim. He apparently is willing and anxious to accept partial payment 
at once to the extent of available funds, without prejudice to the principal 
amount of the settlement. This is with the understanding that prompt efforts 
will be made to obtain an appropriation of such additional amount as is neces 
sary to completely settle the claim. 

As Budget Bureau Circular No. A-—41, revised September 30, 1958, prescribes 
that supplemental estimates for the first consolidated transmittal to the new 
Congress be submitted not later than January 6, 1959, there is still time to 
prepare and submit a supplemental estimate for the additional amount required. 
This estimate should be submitted by your Department in the form customarily 
used by it. However, explanation, justification and any oral defense of the 
item will be supplied by General Services Administration, as in the case of 
past construction items. 

It is suggested that officials of our respective budget offices get together at 
an early date to work out the details of the estimate. 

Sincerely yours, 


MAX MEDLEY, Comptroller. 
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AGENCY RECOMMENDATIONS 


Senator Hotianp. In other words, it is the opinion of the Depart- 
ment that this should be appropriated without further delay ? 
Mr. Moore. We would recommend that. 


CanaAL ZONE GOVERNMENT 
THE PANAMA CANAL COMPANY 


Senator Hotianp. The next item for consideration involves in- 
creased pay cost estimates for the Canal Zone Government and the 
Panama Canal Company. The budget estimate for the Canal Zone 
Government was in the amount of $1,126,400; the House bill pro- 
vides $1,013,760, a reduction of $112,640. The Panama Canal Com- 
pany estimate was for an increase of $346,400 in the limitation on gen- 
eral and administrative expenses; the House bill provides $311,760, a 
reduction of $34,640. 

At this point there will be placed in the record the letter of March 
31, 1959, from the Honorable W. E. Potter, Governor of the Canal 
Zone, addressed to Senator Hayden, the chairman of the Senate Com- 
mittee on Appropriations, requesting amendments to the House bill 
to provide the full amount of the budget estimates. 

There will also be placed in the record the justifications in support 
of these items. 

(The material referred to follows :) 

Marcu 381, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate. 

DEAR SENATOR HAYDEN: The second supplemental appropriation bill, 1959, as 
passed by the House of Representatives, includes an additional appropriation 
amounting to $1,013,760 for 1959 operating expenses of the Canal Zone Govern- 


ment and an increase in the 1959 limitation on general and administrative ex- 


penses of the Panama Canal Company amounting to $311,760. These amounts 
are in each case 10 percent less than the amounts proposed by the President in 
his transmission of the supplemental appropriation request on March 2, 1959, to 
the Speaker of the House of Representatives. 

Our supplemental requirements, although principally for increased pay costs 
resulting from Public Laws 85-422, 85-426, 85-462, 85-584, and 85-838, also are 
to cover the costs of the Canal Zone Wage and Employment Practices Act (Pub- 
lic Law 85-550). This act not only resulted in increased compensation to non- 
U.S. citizen employees, but also burdened the Canal Zone Government and 
Panama Canal Company with contributions to the civil service retirement fund 
covering non-U.S. citizen employees while still making payments to annuitants 
under the Cash Relief Act of 1937. In the case of the Panama Canal Company 
general and administrative expenses under limitation, Public Law 85-550 further 
created additional costs by increasing the payroll processing workload and, 
through the establishment of a central employment office, charges this activity 
with a portion of the costs of that office. 

I assure you that complete restoration of cuts imposed by the House of Repre- 
sentatives is essential and I desire to stress that part of the necessary increase 
is due to legislation pertaining specifically to our operations. As shown in our 
justifications of supplemental requests prepared for the use of Committees on 
Appropriations, we seek an additional appropriation of $1,126,400 for 1959 op- 
erating expenses of the Canal Zone Government and an increase of $346,400 in 
the 1959 limitation on general and administrative expenses of the Panama Canal 
Company. These amounts are conservative estimates of our requirements after 
giving effect to maximum absorptions of increased costs. 

The justifications show $71,200 of increased pay costs applicable to general 
and administrative activities of the Panama Canal Company being absorbed. 
Absorption in the Canal Zone Government, although shown in the justifications 
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in the new amount of $28,600, amounts to $50,000 before providing $21,400 to cover 
overtime payments to firemen pursuant to Public Law 85-525. It is unlikely that 
additional absorption of increased costs can be made so late in this fiscal year, 
Reductions in force beyond those scheduled earlier in the year would mean addi- 
tional costs for commuted leave and repatriation which, in most cases, would 
exceed payroll savings for the balance of the year. It has been necessary to 
appraise the minutest expenditures in order that savings could be developed and 
used to reduce our supplemental requirements. Other than full restoration could 
result in serious allotment overruns which constitute violations under the Anti- 
deficiency Act. 

In summary, I appeal for restoration of $112,640 for Canal Zone Government 
operating expenses and $34,640 for Panama Canal Company general and adminis. 
trative expenses under limitation. 

Sincerely yours, 


W. E. Porter, Governor. 


CANAL ZONE GOVERNMENT 
Page 33, line 20: 


ree rm 28 Se a Se ee eee $1, 126, 400 
I sd chk aacicns bt 1, 013, 760 
Decrease House allowance from amount requested___-__-_-_--_____---~ —112, 

I a a ieee ini asentecadnnnion 112, 640 


AMENDMENT REQUESTED 
On page 33, line 20, strike out “$1,013,760” and insert “$1,126,400”. 
HOUSE REPORT 


This appropriation was not mentioned in the House report except in the tabu- 
lation on page 34. 


JUSTIFICATION 


A supplemental appropriation of $1,126,400 is required in fiscal year 1959 to 
cover the unabsorbed cost of legislation enacted by the 85th Congress after the 
submission of the 1959 budget estimates as follows: 


Publie Law: 


anes menunemnry MR CRRIORNOL ee ho ee el $21, 600 
Boreas. ase oer (@epeeNew i. oo olen oe 67, 500 
Ge-aen~ Cinminied ply inereese..g ) fot Lu 415, 600 
85-584 Police and firemen pay increase_____-~- pate cierto, 196, 700 
pees Lememwn maw CRONRNOUUES ll 303, 000 
85-550 Implementing treaty with Panama_____--_-____------_-- 122, 000 

rN oa Se Se Se lL a 1, 126, 000 


The amount requested is after absorption of $34,200 of the costs of this legis- 
lation and after absorption of an additional $21,400 for mandatory increased 
overtime payments to firemen pursuant to Public Law 85-525, which was also 
enacted after submission of the budget estimates but for which no supplemental 
appropriation is requested. 

The acts of Congress providing for pay increases listed above are self- 
explanatory. 

Public Law 85-550, which was enacted to implement certain provisions of the 
1955 Treaty with Panama, contains provisions resulting in unabsorbed increased 
costs to the Canal Zone Government in the amount of $122,000, as follows: 


Pay increases to non-U.S. citizen employees resulting from uniform 


wage system required by the act-_...._-._--__--___----_.______.__ $ 13, 000 

Civil service retirement contribution for non-U.S. citizen employees 
brought within the Retirement Act by the legislation._...___________ 109, 000 
Ne Na as oa Sh te lakh adden node cok geivie hicks vend Kase us 122, 000 


H.R. 5916, as it passed the House, provides a supplemental appropriation of 
$1,013,760 for operating expenses of the Canal Zone Government, a reduction of 
$112,640 from the request. The Canal Zone Government has absorbed $50,000 in 
increased costs resulting from legislation enacted by the 85th Congress, and no 
method appears, short of furloughing employees without pay, by which further 
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savings could be made in the amount that would be required by the House action. 
Reductions in force beyond those scheduled earlier in the year would mean addi- 
tional costs for commuted leave and repatriation which, in most cases, would 
exceed payroll savings for the balance of the year. In any event, such reductions 
in force could not be accomplished without curtailment of essential programs 
of the Canal Zone Government which operates such vital community services as 
schools, hospitals, and police and fire protection. 


PANAMA CANAL COMPANY 
LIMITATION ON GENERAL AND ADMINISTRATIVE EXPENSES 


Page 33, line 22: 


eens OMNI re og Se ee Poe a leek $346, 400 
i a a se aa ah sc pee Sciam 311, 760 
Decrease House allowance from amount requested___________________. —34, 640 
I Tiegh ide alta aaa 34, 640 


AMENDMENT REQUESTED 
On page 33, line 22, strike out “$311,760” and insert “$346,400.” 
HOUSE REPORT 


This item was not mentioned in the House report except in the tabulation on 
page 34. 


JUSTIFICATION 


The Department of Commerce and Related Agencies Appropriation Act, 1959, 
places a limitation of $7,900,000 on the general and administrative expenses of the 
Panama Canal Company. All expenses of the Company are recovered from reve- 
nues and no appropriation of funds from the Treasury is involved in this 
limitation. 

A supplemental increase of $346,400 in the limitation is requested to cover the 
part of the cost of legislation enacted by the 85th Congress after the submission 
of the 1959 budget estimates, which cannot be absorbed within the present limi- 
tation, as follows: 


Public Law : 
PEER: MALAT OST, OR SOU ORO i oa cess ape heen atiy dong abdiaie cidiccnigs es $6, 200 
ere A MD SIARIOGE, TO, SCR OOO scscsin ct eit in perth mtpemconemiene eens 244, 500 
85-550 Implementing Treaty with Panama______--____-.______ 95, T00 
SII acideerensraicias theta iinet Aint hier nctiatenanainanediisi era taaniynnitadpetmntghinnedl 346, 400 


The additional cost to the Company under the listed acts of the 85th Congress 
applicable to the administrative and general expenses of the Company under 
limitation is $456,600. Of this amount $110,100 can be absorbed within the 
existing limitation. 

The pay increase items under Public Laws 85-422 and 85-462 are self-explana- 
tory. Public Law 85-550, which was enacted to implement certain provisions of 
the 1955 Treaty with Panama, contains provisions resulting in additional costs 
that cannot be absorbed under the present limitation as follows: 


Increases : 
Pay increases to non-U.S. citizen employees of limitation activi- 
ties resulting from uniform wage system___________-_-_-_-_- $38, 700 
Civil service retirement contribution covering employees of limita- 
tion activities (limitation activities were not heretofore charged 
Mim eny TeUrement CONGOUHON ). ~..< ne tect 19, 900 
Additional cost of processing payrolls resulting from increased 
volume of retirement deductions and necessary revisions of 
I earn 12, 500 
Pro rata share of cost of central employment office______________ 80, 700 


gg a arl ae a pclee sirt  let t te tin emt oataacbabia 151, 800 
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Decreases : 
Reduction in cost of personnel administration resulting from 
transfer of certain duties to central employment oliice__ -.~ —31, 100 
Decreased alien cash relief payments resulting from extension of 
Civil Service Retirement Act coverage to non-U.S. citizen em- 
CT he inhi mga — 25, 000 


Sn Ea eget ates, haa sage epee _ 95, 700 


In H.R. 5916 the House increased the limitation on general and adminis- 
trative expenses by $411,760, a decrease of $34,640 from the amount requested, 
Since this increase in limitation involves no appropriation of funds, and the 
expenses of the corporation increase proportionateiy with the amount of busi- 
ness done producing the revenues trom which the expenses are paid, no sound 
justification appears for reduction in the limitation below the amount requested, 
The amount requested is a conservative estimate of the requirements of the 
Company after giving effect to maximum absorption of increased costs. 


CANAL ZONE GOVERNMENT 
JUSTIFICATION 


A Canal Zone Government operating expense supplemental appropriation of 
$1,126,400 is required in fiscal ycar 19oY to cover (a) the uirect and reiated costs 
of recently enacted pay legislation and (b) the cost of the Canal Zone Wage 
and Employment Practices Act. 

Cost of the individual items, separately justified below, are estimated as 
follows: 


[oy nen: ne” ANCTORERN.. 2 8 Oo 8 ee $1, 004, 400 

(bv) Canal Zone Wage and Empl°yment Practices Act (Public Law 
IN tice odd cds bach eed ed LU et AR gine eladerenthescneilanbiteiiow miends 122, 000 
Total supplemental appropriation required____________ 1, 126, 400 


(a) Legislated pay increases, $1,004,400 

The estimated annual cost to the Canal Zone Government of pay increases 
resulting from legislation subsequent to the submission of the 1959 budget esti- 
mates, and therefore beyond the administrative control of the agency, amounts 
to $1,033,000. Tne present reyuest ior supplemental funds in the amount of 
$1,004,400 is $28,600 below that amount and below the requirement forecast in 
the 1959 co:1umn of tie 1%6” budget aocument. ‘nis decrease reuecis con- 
tinuance of the agency’s efforts to meet the President’s requested reduction in 
Federal civilian empioyment. ‘The estimates were developed by applying the 
amount of the various pay increases, including related costs, to position oc- 
cupany as now foreseen for the remainder of the fiscal year, and give effect to 
savings which will be achieved by enforcing delays in the filling of vacancies. 
Agency efforts to hold the line on costs other than personal services will also be 
vigorously continued. The amounts now required under the various pay acts 
are as follows: 


Military pay increase (Public Law 85-422) _________ eeu tated. Ae od $21, 600 
Postal pay increase (Public Law 85-426) _-__-______--____________ 67, 500 
Classified pay increase (Public Law 85-462) __.-___________________ 415, 600 
Police ana firemen pay increase (Public Law 85-—584)_______________ 196, 700 
Teacher pay increase (Public Law 85-838) ~----_--.--______________ 303, 000 

SO ehh india lis aha etintts Wehg se sgn woienhaehibbd etc héthe bien ection ane om 1, 004, 400 


(b) Canal Zone Wage and Employment Practices Act, $122,000 

The Canal Zone Wage and Employment Practices Act (Public Law 85-550), 
which was enacted subsequent to submission of the agency’s 1959 budget esti- 
mates, provides for— 

1. The establishment of a system of compensation applicable to all U.S. 
Government agencies in the Canal Zone that assures the same basic wage 
for U.S. citizens and non-U.S. citizens employed at any given grade level. 

. 
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2. A Canal Zone merit system, administered by a newly established cen- 
tral employment office, the expenses of which are defrayed on a pro rata 
basis by all Government agencies in the Canal Zone. 

8. The establishment of a Canal Zone Board of Appeals to hear and 
adjudicate appeals of employees in certain matters of classification and 
grade-allocation of positions. 

4. The extension to non-U.S. citizens of an equal opportunity with U.S. 
citizens for participation in training prograiis. 

5. Extension of the Civil Service Retirement Act coverage to non-U.S. 
citizen employees of the Panama Canal Company/Canal Zone Government 
who had formerly been excluded from such coverage because of the appli- 
sation of the Cash Relief Act of 1937, as amended. 

Details of the above requested $122,000, which amount is $5,600 below the 
estimate for 1959 contained in the 1960 budget document, are as follows: 


Pay increases to non-U.S. citizen employees resulting from uniform 


ee ce AL ae So es a ee See $13, 000 
Civil service retirement contribution covering non-U.S. citizen employees 


who were heretofore excluded from such coverage__________________ 109, 000 
Total, Canal Zone Wage and Employment Practices Act (Public 
Ea OB-O00 ) ae I ae sa Sle 122: 


PANAMA CANAL COMPANY 


JUSTIFICATION 


A supplemental increase of $346,400 in the congressional limitation on Panama 
Canal Company general and administ ative expenses is required in fiscal year 
1959 to cover (a) the direct and related costs of recently legislated pay in- 
creases and (0) the cost of the Canal Zone Wage and Employment Practices 
Act. 

Cost of the individual items, separately justified below, are estimated as 
follows : 


NS TINT, MOOI ce riscnysrgngnerniegneecngeriieinogrcip yin siempre intagete Sree $250, 700 
(b) Canal Zone Wage and Employment Practices Act___----_-__--_- 95, T00 
mae Treauired increase In limitation... 346, 400 


(a) Legislated pay increases, $250,700 


The total annual cost to the Panama Canal Company of pay increases result- 
ing f om legislation subsequent to the submission of the 1959 budget estimates, 
and, therefore, beyond the administrative control of the agency, is estimated 
at about $1 million. The entire cost of these pay increases will be recove”ed 
from revenues earned by the Company, but inasmuch as $250,700 of the cost is 
applicable to employees within the general and admininstrative expense area, 
it is requested that the congressional limitation on that category of expenditure 
be increased accordingly. 

The estimate of the requested supplemental was developed by applying the 
amount of the increase, including provision for the related cost of the agency’s 
civil service retirement contribution, to position occupancy as now foreseen for 
the remainder of the year. The present request is $71,200 under the amount 
forecast for 1959 in the 1960 budget document for the limitation group and 
reflects the agency’s effort in that area to meet the President’s requested re- 
duction in Federal civilian employment. The amounts now required under the 
pay acts are as follows: 


Military pay increase (Public Law 85—422) ie epee od, 
Classified pay increase (Public Law 85-462)________-__-__- 244, 500 


RIT EEG AE ETRE ie CTRL RI ES Lag SY a ES le ee Ve _ 250, 700 
(b) Canal Zone Wage and Employment Practices Act, $95,700 


The Canal Zone Wage and Employment Practices Act (Public Law 85-550), 
Which was enacted subsequent to submission of the agency’s 1959 budget esti- 
Mates. mrovides for— 
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1. The establishment of a system of compensation applicable to all U.S, 
Government agencies in the Canal Zone that assures the same basic wage 
for U.S. citizens and non-U.S. citizens employed at any given grade level, 

2. A Canal Zone merit system, administered by a newly established 
Central Employment Office, the expenses of which are defrayed on a pro 
rata basis by all Government agencies in the Canal Zone. 

3. The establishment of a Canal Zone Board of Appeals to hear and 
adjudicate appeals of employees in certain matters of classification and 
grade-allocation of positions. 

4. The extension to non-U.S. citizens of equal opportunity with U.S, 
citizens for participation in training programs. 

5. Extension of the Civil Service Retirement Act coverage to non-U.S, 
citizen employees of the Panama Canal Company/Canal Zone Government 
who had formerly been excluded from such coverage because of the applica. 
tion of the Cash Relief Act of 1937, as amended. 

It is expected that the annual cost of some $1.3 million to be incurred by the 
Panama Canal Company as a result of the Canal Zone Wage and Employment 
Practices Act, will be recovered through revenues to be earned by the Company, 
In addition to current costs, the Company has this year made to the Civil 
Service Commission a single extraordinary $4.7 million payment from available 
resources, required in order to fund retroactively the past service of non-U.§, 
citizen employees brought within the Civil Service Retirement System by this 
act. 

Of the foregoing amounts, $95,700 represents the estimated net cost chargeable 
to general and administrative expense activities in 1959 for which a supplemental 
increase in limitation is requested. This is $39,000 below the estimate for 
1959 contained in the 1960 budget document. Details of this supplemental 
request are as follows: 


Increases : 
Pay increases to non-U.S. citizen employees of limitation activities 
resulting from uniform wage system______-----.----_----_--- $38, 700 
Civil service retirement contribution covering employees of limi- 
tation activities (limitation activities were not heretofore 
charged with any retirement contribution) ~--__---_--_--_~--~- 19, 900 
Additional cost of processing payrolls resulting from increased vol- 
ume of retirement deductions and necessary revisions of time- 
Ne rea eke ela edhestrdres Rev anciceerinchaemasereate 12, 500 
Pro rata share of cost of Central Employment Office___._.___-_-~- 80, 700 


Subtotal, increases 
Decreases : 
Reduction in cost of personnel administration resulting from trans- 
fer to certain duties to Central Employment Office________-_-____ —31, 10 
Decreased alien cash relief payments resulting from extension of 
Civil Service Retirement Act coverage to non-U.S. citizen em- 
Na ce I a ale tale dail ng dsthhnen. Husa tonigadenes wie tas — 25, 000 


I a es Lk as eet Nailnleehta iach 95, 700 


Inasmuch as there will be no further accessions to the Company’s alien cash 
relief rolls, the annual cost, now estimated at $1.8 million in 1959 and $1.7 million 
in 1960 will continue to decrease each year. As a result it is expected that 
this expense of the Company will be virtually eliminated by the late 1970s. 


Sr. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Senator Hottanp. Next for consideration is a budget request of the 
St. Lawrence Seaway Development Corporation for an increase of 
$15,000 in the administrative expense limitation to cover increased 
pay costs. The House bill provides $13,500, a reduction of $1,500 in 
the estimate. 

At this point there will be placed in the record the letter of March 2%, 
1959, from the Honorable Lewis G. Castle, the Administrator of the 
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St. Lawrence Seaway Corporation, addressed to Senator Hayden, 

chairman of the Senate Committee on Appropriations, requesting 

amendment of the House bill to restore the $1,500 limitation decrease. 
(The letter referred to follows :) 


St. LAWRENCE SEAWAY DEVELOPMENT CORPORATION, 
Washington, D.C., March 27, 1959. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Washington, D.C. 

DEAR SENATOR HAYDEN: This corporation has submitted a supplemental request 
to your committee to increase our administrative expenses limitation for fiscal 
year 1959 from $400,000 to $415,000. Justification data has previously been fur- 
nished. 

It is my understanding that on March 24, 1959, the House Appropriations Com- 
mittee took action to reduce the amount of this supplemental request by 10 
percent, and that an opportunity will be afforded to the St. Lawrence Seaway 
Development Corporation to appear in the event we desire to appeal before 
your committee for a reinstatement of this reduction. 

The total increased costs for personnel expenses due to the pay increase for this 
Corporation was $26,000. In reviewing our requirements for administrative 
expenses for the balance of the fiscal year 1959, it was determined that by delay- 
ing the filling of vacancies, and other economies, this amount could be reduced 
by $11,000. 

We have again reviewed our requirements in view of this additional 10-percent 
reduction by the House committee. The amount involved may not appear to be 
substantial but relatively would impose an added financial burden in further 
reducing our funds for administrative expenses. Accordingly, it is respectfully 
requested that your committee give consideration to restoration of this additional 
10-percent reduction. However, this Corporation does not desire to avail itself 
of the opportunity to appeal for reinstatement of this reduction. 

The increase of our administrative expenses limitation for fiscal year 1959 
would then be reported at $15,000 making a total of $415,000. 

Sincerely yours, 
LEwIs G. Caste, Administrator. 


Tarirr ComMIssiIon 
SALARIES AND EXPENSES 


Senator HoLLanp. Next for consideration is a request in the amount 
of $157,000 for increased pay costs for the Tariff Commission. The 
House bill provides $141,300, a reduction of $15,700 in the estimate. 

At this point there will be placed in the record the letter of April 
2,1959, from the Honorable Joseph E. Talbot, Acting Chairman of the 
Tariff Commission, addressed to the chairman of the Senate Com- 
mittee on Appropriations, requesting amendment of the House bill to 
restore the amount of the budget estimate. 

(The letter referred to follows:) 

U.S. TARIFF COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., April 2, 1959. 
Hon. CARL HAYDEN, 
Chairma n, Appropriations Committee, 
US. Senate, Washington, D.C. 

DeaR Senator HaypeN: The Tariff Commission appreciates the opportunity 
afforded by your committee to request that its funds for meeting increased pay 
costs—recently reduced by the House of Representatives—be restored to the 
full amount recommended. Specifically, we ask that the language of the Second 
Supplemental Appropriation Act, 1959 (H.R. 5916), at page 43, line 19, be 
amended from “Tariff Commission: Salaries and expenses, $141,300” to “Tariff 
Commission : Salaries and expenses, $157,000.” 


38932—59——5 


64 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


The House action represents a cut of 10 percent, or $15,700, from the origina} 
request of $157,000. This reduction comes at a time when the Commission's 
workload is at its highest level since World War II. Thus, during the firgt 
9 months of fiscal 1959, the Commission ordered 13 escape-clause investigations, 
as compared with 5 for the full fiscal year 1958 and 8 for the fiscal year 1957. 
Likewise, the total of investigations of all types ordered through March 1959 
has already equaled the total ordered for the entire preceding fiscal year. Not 
only has the number of escape-clause investigations increased, but the recent 
congressional requirement that they be completed in 6 rather than 9 months hag 
added materially to the difficulty of each investigation. In addition, the Com. 
mission is still engaged in completing the major study of tariff simplification 
directed by special act of Congress, which involves exhaustive analyses, public 
hearings, and recommendations covering the entire tariff structure. 

While the House cut of $15,700 is small, indeed, relative to the cost of the 
Government at large, it will, by reason of the Commission’s limited funds, mate 
rially impair operations in several ways, if allowed to stand. Thus, the field. 
work essential to thorough investigation will be reduced by about one-third: 
needed replacements of retiring employees cannot be made; normal onerating 
supplies and services will be curtailed ; and necessary repairs deferred. Further, 
various contingencies not within the Commission’s control, such as the death 
or resignation of even one or two employees with larve amounts of terminal leave, 
would quite possibly exhaust the Commission’s funds before the end of the 
fiscal year. 

We believe the House action in reducing the Commission’s appropriation, and 
thus its effectiveness at this critical period, is clearly inconsistent with the intent 
of the Congress as a whole, expressed in recent legislation adding to the Com- 
mission’s responsibilities and increasing the required tempo of its work. We 
respectfully urge that your committee recommend the restoration of funds 
specified above. 

Attached are tables showing in summary form the pertinent aspects of the 
Commission’s workload and its fiscal position. We will be glad to supply any 
additional information which may be desired. 

Sincerely yours, 
Josern E. Tarsor, Acting Chairman. 


Fiscal tables, 1959 
A. Source of funds: 


Avvronriations Act for 1959___._-.._._-- $1, 810, 000 
Estimate reimbursements 11,000 
Estimated supplemental (full request) __-. 157,000 

Tete... ; ; : 2 1, 978, 000 


B. Quarterly apportionment of $1,978,000 total: 


Percent of | Cumulative 





Quarter Obligations total percent of 
total 
beta: $508, 452 25.7 | 25.7 
es es . 498, 100 25.2 | 50.9 
Ree ssc. Hey 482, 076 24.4 | 75.3 
wh... a i 489, 372 | 24.7 | 100.0 
Total _.- Se ie oe eee oi | 1,978,000 | 100.0 | 


C. Effect of House cut of $15,700 in suvvlemental appropriation: 


Estimated 4th quarter obligations (as per B above). e $489, 372 
Less House cut of $15,700. ...........--.--...-.- : : 15, 70 
Available 4th quarter funds if cut prevails____-- boas : 473, 672 


Percent of reduced 4th quarter to reduced total_..-.--..----- , mF 24.1 





19 


18 








in. 


310, 000 
11,000 
57,000 


178, 000 








189, 372 
15, 700 
473, 672 
24.1 
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Investigations ordered, completed, and pending for the fiscal year 1959, up to and 


including Mar 


. 31, 1959 


oF, | 


_ 
959 (through Mar. 31, 1959): 


Customs Simplification Act of 1954 
| antidumping Act of 1921, as amended 


—————————————————— 


Tariff Act of 1930: 
PE isdcsodnteskhinneasanacuscidounsaace 
le cat asda ates ipa itis Riise letminie wigan ioiameew ese enc 


i ocdccintedeaahhde dsimmentinpednmienie 
SPIER Sb nee h ses es naracnsacosccagenasnonecsea 


Agricultural Adustment Act, as amended, sec. 22__| 





Heal, all investigations. ......................... 
} Projection for full fiscal year to June 30, 1959____- | 











| 
| Pending— 
Investi- Investi- |__ 
gations gations | 
ordered | completed | Beginning As of 
| of fiseal Mar. 31 
year 
cl Pps —|—_______} | = 
| | | 
4 | 3 | 1 
che cent. Puma ene ere 
1| 2 | 5 
be an Bei mais 
10 | 3 } 6 
1 | fe 1 
Carr poste re | i 
Phdnd thal bwecenties 1 
Sc R eck Eee Sch atasaiiecatal 2 
20 | 9 | “47 
(27) (12)| (23) 





Investigations ordered, completed, and pending for the fiscal years 1957 and 1968 





mana 


| 











| Pending— 


Investi- Investi- |__ er 

gations gations | 

ordered completed | Beginning | End of 
| of fiscal | fiscal 











058: 
Tariff Act of 1930: 
EEE a on cadbunwadwamncsedcaninnmakiaseke 5 2 | 3 
EE eda cen hla Gea mebastien nnd daaisicmeeniae 1 1 |- os shila atta Seth 
i ad citing 5 alaineeinicabini eggs into leincisie’ 2 6 | 6 2 
Trade Agreements Act, as arnended: | 
le x oho talc cade ak sasha anddlnticnecun aA teieoes Bake] aban Mailed oat ace Sek were eas one 
Sec. 7 Sbdntdah Re dathelan ode dent hiittdesanet 5 | 8 | 6 3 
Executive Order 10401. ....-..--......-...-| 4 cae eed tees eae 
Additional information............-..-__.__| 2 | 1 | 2 
Agricultural Adjustment Act, as amended, sec. 22__| 6 | 8 | 2 uc: cot Seen 
Customs Simplification Act of 1954__.....-......._- S Rs wliecae Bik. wwackaccest 
Antidumping Act of 1921, as amended_______- eee 2 | 2 | Ae reed 
—_—— —-| — - 7 - i 
Total, all investigations. ......................2- 28 32 | 16 10 
1987: 
Tariff Act of 1930: | 
I ie eo ah oe bb pda enmeaemek eos nddicnms 1 | SO te OERL . sil 
RRR ins kta mnbchdaokcndaxmabviiehenckexts Dade EN Ae ia a lati 
eS ne gn ee 5 | 2 | 3 | 6 
Trade Agreements Act, as amended: | 
NN, aon inc da lmabide mais caan 2 Ard ccuincs See ee 
in tlinceg «ntact iknmpashs sched cee pris 8 9 | 7 | 6 
Executive Order 10401_...........-.-__...- 4 4 | Saiaemame ee cea: ; 
Additional information... ___._...___- ; | Fre kaltdacbee ce awe 1 
Agricultural Adjustment Act, as amended, see. 22_. 8 6 ae Sa te re 2 
Customs Simplification Act of 1954.............._._].-...-.--_.]..---._ ---| 1 | 1 
Antidumping Act of 1921, as amended__........-.__].....--.-.__]_-______- tht F eee 
Pre Sabhs cede EEE Sai aol bebe ese a 
Total; all investigations. ..................--..-.- 29 | 24 | 11 | 16 
i le NN 
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DEPARTMENT OF AGRICULTURE 


STATEMENTS OF CHARLES L. GRANT, DIRECTOR OF FINANCE Ay 
BUDGET OFFICER, DEPARTMENT OF AGRICULTURE; DR. BY 
SHAW, ADMINISTRATOR, AGRICULTURAL RESEARCH SERVIC} 
DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR, AGRICULTURY 
RESEARCH SERVICE; AND EDMUND STEPHENS, DIRECT} 
BUDGET AND FINANCE DIVISION, AGRICULTURAL RESEARQ 
SERVICE 


APPEAL LETTER 


Chairman Haypen. The next items to be considered by the commit 
tee will be those for the Department of Agriculture. I will place 
the record at this point a letter that I have received from the Acting 
Secretary, True D. Morse; copies of this letter are before the com 
mittee. 

(The letter referred to follows :) ea 
APRIL 1, 1959, 


SBe ssa -f8RF BR EBZBEBESE Ss 


Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, Be. 
U.S. Senate. nit 


Dear SENATOR HAYDEN: The second supplemental appropriation bill, 1959, a3 
passed by the House, made reductions in a number of the estimates submitta 
for the Department of Agriculture. The estimates submitted to the Congres 
the amounts provided in the House bill, and the restorations requested by the 
Department are summarized in the attached table. Also attached is a statement! ve 
on each restoration proposed by the Department, indicating the amendment re} © 
quested and the reasons therefor. A brief discussion of the actions recommendei 
by the Department follows: | 

Research on humane slaughter methods.—The House bill deleted the supple) Ps 
mental estimate of $100,000 under the item “Salaries and expenses, Agricultural t 
Research Service,” which was proposed to enable the Department to more effec} __ 
tively meet its responsibilities under Public Law 85-765, approved August 2, 
1958. This law provides, among other things, for research to develop and de! 
termine humane methods of slaughter of livestock. Intensive research on this 
problem is needed and the Department recommends that the budget a 
restored. 

Increased pay costs under Public Law 85-—462.—The budget estimates pro) 
posed a number of transfers from funds already available to the Department 
and also increases in administrative expense limitations where required, t rl 
provide for pay act costs. The House bill reduced each of these items by 1 
percent. 

Early in the fiscal year 1959 the Department made a detailed review of it! 4 
operating plans for the year to determine to what extent personal services 
obligations could be reduced without impairing essential services. This effort 
resulted in savings of over $4.5 million. In addition, it has been possible! ; 
through other adjustments to provide for Pay Act costs in a number of appropri 
tions within the existing amounts and authorities. Of the total Pay Act cost 
under appropriations to the Department of about $36.8 million, $9.7 million 
or over 26 percent, is being absorbed within the respective appropriations with 
out the necessity for seeking authority to transfer funds from other appropri 3 
tions of the Department. We have now reviewed the situation again to determile 
what additional absorptions are possible in the light of the current status @ 
the programs and funds concerned. It has been determined that in some it 3 
stances the House reduction can be absorbed, in whole or in part. The totil 
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of such additional absorption is $450,000, thus bringing to over 27 percent the 

absorption which can be accomplished within the respective appropriations 

qs supplemented by the amounts provided in the House bill. In some instances, 

AN) | the further absorptions will probably require some transfers between appro- 

B. 1 tions within the agencies concerned under the 7 percent interchange au- 

thority presently available in the Department’s Organic Act of 1944. We are 

TCR; requesting the restoration of the House cut only in those instances where we 

JRA, jelieve failure to do so would have a detrimental effect on the programs con- 

. | gmed. The situation with respect to each item is described in the attached 

TOR, gmendments. 

ARCH! Operating plans for the year were developed on the basis of carrying out 

the programs envisioned by the Congress in the approval of appropriations for 

49. Funds were apportioned on a deficiency basis in the expectation that 

yeessary additional amounts would be provided for Pay Act costs. This late 

ip the fiscal year it is impossible to absorb further amounts in these items 

ninit githout impairing the programs. Accordingly, we strongly urge that the re- 
ce it quested amendments to the House bill be approved by the Senate. 

. | With the exceptions referred to above, the bill as passed by the House is 
cting atisfactory to the Department. We are not requesting restoration of the 
COM} fouse cuts in several items, such as funds for meat inspection, poultry inspec- 

tion, and administrative expenses for the Commodity Credit Corporation be- 
use developments subsequent to the submission of the Budget estimates now 
959, , make it appear that the currently planned work can be accomplished with the 

’ | tds provided in the House bill. 

Representatives of the Department will be glad to appear before your com- 
nittee to discuss these items in more detail. 
Sincerely yours, 























perder) True D. Morse, Acting Secretary. 
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services Extension Service: 
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Second supplemental appropriation bill, 1959 (H.R. 5916), budget estimates, Houy 
bill, and requested restorations by Se nate—C ontinued 









































l I 7 api 1 
Page Budget | Decrease in | Requesta 
and estimates | House bill House bill | restorations 
line | } | | by Senate 
_ |————— ee ee ee ee ee eee = = | a ™ a 
TitLE I—Continued 
| 
Agriculture Marketing Service—Con. | | 
Marketing research ete.—Con. | 
4,1 Marketing services: | | | | 
For povltry inspection. —- OID nck. canine | $600, 000 j--..... 
| For increased costs of | - 
leased wire service: | 
| — = = === SSS ee —=—=—= 
} By appropriation---_-_- 26, 000 |...- —26, Of 0 | endian 
By transfer.......-.-- Bi gaa ” [$20. 000) | [+5 20, 000) |- 05s 
} | $$$ | | | 
Total, increase for 
leased wire serv- 
| re 28, 000 | 20, 000. —6,000 | .___.. 
For pay act costs (trans- | | 
ai eS | [1, 763, 967]| (1, 587, 600]} = [—176,367]} — [-+$36, oy) 
For postal rate increase | | | . 
costs (transfer) _-~._...-- [311, 000] OED OOo. Since \. dca 
4,9 | Conservation reserve program (limi- 
tation on administrative expenses): | | 
Por nay ect costs...............<..-. | [225, 7701 | [203, 220) [—22, 550) | f_..--... 
For postal rate increase costs. -- -.-| [82, 980] | fete ON vee ceunesude (cae 
Commodity Stabilization Service: | | 
4,17 | Acreage allotments and market- | | 
ing quotas (limitation on trans- 
fer to sec. 392): 
For pay act costs............- [492, 7001 | [443, 400) [—49, 300! [+49, 30 
| For postal rate increase costs_-| [13, 500] Se a mcincee 11 .ccseae 
4,19 Special activities: Reimbursement to | | | 
Commodity Credit Corporation for 
costs of special activities (Public | 
Law 480 program, International | | | 
Wheat Agreement, etc.) in 1958_____/|1, 336, 754, 811 |1, 336, 754,811 |.-..--....____- et 
6,8 | Commodity Credit Corporation, ad- | | 
ministrative expense limitation: | | 
To meet increased workload__---- | [2,000,0001} [1,800.0001; [—200, 0091) [2.2 , 
For pay act costs.__- a [2, 669, 0001 | [2, 402, 000] | {—267, 000] | [............ 
6.12 | Office of Information, salaries and ex- | | | 
penses: } | 
| For pay act costs (transfer) _..._.- | [59, 000] [53, 100] ([—5, 900] | (+5, 900) 
| For postal rate increase costs | | 
| RINT cee cto bc dane [18. 0001 | Fe OO nc. coc Hi faewseascu 
Forest Service: | 
6, 18 Forest protection and utilization: | 
| Forest land management: | | 
For fighting forest fires: | 
| By appropriation.._..- 7, 393, 800 | 6, 850, 600 | —43 200 | +543, 0) 
By transfer_..________- | [1,108,200}} [1 649. 400]) (+543, 2001 | [—543, 20 
Total for fighting | | 
forest fires. ....... 8, 500. 000 | By OOO Tek etca tenn sssoqgiiada 
For pay act costs (trans- 
ae hii ec cctriaindinckint nt [4, 326, 000} (3, 782, 800] [—543,200}}  [+-543, 20 
6, 21 Forest research: For pay act 
ee 1, 003, 400 1, COR, C008 occ ccs nnn lnncesteeee 
6, 22 State and private forestry co- 
operation: For pay act costs 102, 800 | $68 GOD hectic ccscn-.)esccemsee 
Total, title I: | 
Appropriations__..... |1, 345, 980, 811 | 1, 344, 711, 611 —1, 269, 200 +643, 20 
Transfers and increas- 
es in limitations....| 24,096,570 | 22, 390,427 | —1, 706, 143 | +821, 165 
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Second supplemental appropriation bill, 1959 (H.R. 5916), budget estimates, House 


bill, and requested restorations by S Senate—Continued 





Page 
and 
line 


30, 19 
30, 22 


31,1 
31,4 
31,7 
31,11 
31,14 
31,17 
31, 19 
31, 22 





| | 


























Budget Decrease in Requested 
estimates House bill House bill | restorations 
by Senate 
TITLE II 
Farmer Cooperative Service: Trans- 
fen, 10F DAY, ACL CORtS..-_............- [$42, 000] [$37, 800} [—$4, 200] [+-$4, 200] 
Soil Conservation Service, conserva- 
tion operations: Transfer for pay 
RatNMN eer [6,424,000]}  [5,781,600]}  [—642, 400] [+642, 400 
Foreign Agricultural Service: Trans- | | 
fer for pay act costs -__- _| [257, 800] [232, 020] | (QR FOE ie iimesmn ces 
Commodity Exchange Authority: | 
Transfer for pay act costs _._-__-.-- [68, 000] [61, 200} [—6, 800} [+-4, 600] 
Federal Crop Insurance Corporation: | 
Transfer for pay act costs -...-...-- [330, 000] [297, 000] [33,600)}_............. 
Rural Electrification Administra- 
tion: Transfer for pay act costs___-- [613, 000) [551, 700} [—61, 300] {+61, 300] 
Farmers Home Administration: 
Transfer for pay act costs _...----.- (2, 210, 500] [1, 989, 450] [—221, 050} [+-221, 050] 
Office of the General Counsel: Trans- 
fer for pay act costs .............-.- [267, 500] [240, 750) ee ON, WN ad carrera atibainieiion 
Office of the Secretary: Transfer for 
en GUNN RT ee See ae ea [207, 505} [186, 755] fn S0 FSO. c55.. 25.255 
Library: Transfer for pay act costs_- (62, 600) | [56, 340) [—6, 260) [+6, 260) 
:; Sea __™! 434, 34, 615] = 048, 3, 200) | _[+939, 810] 
Recapitulation, titles I and IT: 2. 
Increases in appropriations- ___.-- 1, 345. 980, 811 |1, 344, 711, 611 —1, 269, 200 +643, 200 
Transfers within available funds. 28, 170, 575 26, 028, 942 —2, 141, 633 +1, 711, 675 
Increases in limitations ----.....- 6, 408, 900 5, 796, 100 —612, 800 +49, 300 
RI i eS 1, 380, 560, 286 1. 876, 536, 653 —4, 023, 633 +2, 404, 175 





NoteE.—Amounts in brackets [ ] represent proposed transfers and increases in limitations and are not 
included in totals. 


Appropriation, 





Supplemental estimate, 1959 (H. 
House bill_- DT ce x 
House reduction 





Page 2, line 9 


AGRICULTURAL RESEARCH SERVICE 


SALARIES AND EXPENSES, RESEARCH 


(House hearings, p. ! 
case cre kane ene re eae 


By transfer 
from ‘‘Con- 
servation 
reserve 
program”’ 


Doc. 58) 


($4, 074, 110) 


(P. 2, line 9) 


AMENDMENT REQUESTED 


(3, 666, 700) | - 
(407, 410) | 


$59, 044, 890 


By appro- 
priation 


: After the first comma, strike “$3,666,700, to” and insert in lieu 


thereof “including not to exceed $35,000 for alterations to the meat laboratory 


at Beltsville, 


Maryland, $4,174,110, 


$407,410 by transfer and $100,000 by appropriation. 


of which $4,074,110 shall,” an increase of 
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HOUSE REPORT 
(P. 2) 


The House report contains the following statement : 

“A supplemental appropriation of $100,000 is requested for the Agricuitura] 
Research Service to develop and determine methods for the humane slaughter 
of livestock. After careful consideration the committee recommends that no 
appropriation be made in this bill to initiate this activity. This is a new pro. 
gram and should be viewed in relationship to the overall need of the Depart. 
ment of Agriculture. This will be done when the regular 1960 budget estimates 
are considered by the Congress as the 1960 budget includes an increase of 
$250,000 for this program.” 

JUSTIFICATION 


The decreases by the House consist of : 

1. Decrease of $100,000 for research on humane slaughter methods.—The need 
for research funds arises from the enactment of Public Law 85-765, approved 
August 27, 1958, which provides (1) for the designation by the Secretary, ag 
humane, of methods of slaughter and handling for the different species of live. 
stock; (2) for establishment of means of identifying carcasses slaughtered in 
accordance with the act; (3) after June 30, 1960, for limitation of procurement 
of livestock products by Federal agencies to only those slaughterers or proces- 
sors who, in all plants, use methods of slaughter and handling designated as 
humane; and (4) for research to develop and determine humane methods. As 
authorized in the act, an advisory committee has been appointed, to assist the 
Department in carrying out this law. 

One of the principal needs is that the administration of Public Law 85-765 will 
not interfere with the efficient, orderly, and rapid conversion of farm animals 
into wholesome meat and meat food products. A large part of the income of 
farmers and ranchers is derived from livestock and there is a continuing high- 
level demand from consumers for meat and meat food products. 

The public meat supply is provided through many packing plants both large and 
small. Present problems encountered in applying humane slaughter methods tend 
to operate against the packer with smaller volume of slaughter and less capital, 

The methods of humane slaughter which could be designated by the Depart- 
ment are based chiefly on research by large packers or manufacturers of packing. 
house equipment in this country or on research in foreign countries. Some 
methods are expensive and lend themselves to use primarily by those packers with 
a large volume of slaughter. Others are not too well adapted to operations in 
this country. Moreover, some methods produce hemorrhages or other tissue 
changes in certain classes of animals which interfere with Federal neat inspec- 
tion. There is urgent need for research to improve present methods or to de 
velop substitute measures. 

Exploratory research shows an urgent need for more intensive studies especially 
in slaughtering of hogs to meet the needs of small packers for inexpensive 
equipment. The use of mechanical stunners and electrical stunners on hogs, in- 
cluding effects on the carcasses and meat, requires intensive study, and similar 
problems occur with sheep and cattle, especially older animals. For research to 
meet this situation alteration of facilities at Beltsville, Md., is needed for diversi- 
fied testing of slaughtering procedures and of headling equipment both before and 
during slaughter. 

Restoration also is needed of the language authorizing alterations estimated 
at $35,000 to the meat laboratory at Beltsville, for research on humane slaughter 
methods. The authorization is necessary since the amount involved exceeds the 
present limitation of the appropriation “Salaries and expenses” which provides 
that “the cost of altering any one building during the fiscal year shall not exceed 
$3,750 or 4 percent of the cost of the building whichever is greater.” 

The 1960 budget includes an increase of $250,000 for this work. In order to 
provide for the most effective research program in 1960, it is important that the 
supplemental estimate for 1959 be approved. This would enable the Denartment 
to undertake the initial phases of the work, including the necessary laboratory 
facilities. Therefore, the Department recommends restoration of $109,000 for 
this research, together with the language authorizing the use of $35,000 for 
alterations. 

2. Decrease of $407,410 for pay act costs under Public Law 85-—462.—The House 
decrease of 10 percent in the funds requested for meeting pay act costs would 
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further reduce operating funds urgently needed to maintain going research. 
The lack of adequate operating funds to support the scientific staff is the most 
critical problem of the research program, It is estimated that more adequate 
operating funds for the procurement of equipment, supplies, and necessary labor 
and agricultural aids would increase research output from 25 to 50 percent with- 
out adding a single scientist. 

Operating funds for the research program in fiscal year 1959 have already been 
seriously reduced by the necessity for absorbing wage board increases, a portion 
($167,000) of the pay act costs, costs of converting General Services employees to 
wage board, increased salary costs due to Civil Service Commission action raising 
chemists and engineers to the top step in the grade, costs of additional research 
work ($252,500) directed by Congress to be done in fiscal year 1959 but without 
provision of additional funds, and higher costs for equipment, supplies, and other 
operating items. The total of such costs which have been absorbed is estimated 
to exceed $1,500,000. 

The reduction of $407,410 made by the House would further seriously curtail 
important research work. In the limited time remaining in the fiscal year, it 
would not be practicable to meet the reduction by reduction-in-force procedures. 
It would have to be met by reducing seasonal employment of temporary and part- 
time personnel, foregoing the purchase of equipment, supplies, and other operating 
items needed, and leaving essential scientific positions vacant. Since such reduc- 
tions would have to be met during a critically important season, in many cases 
they would affect the entire year’s research program. 

The Department recommends that the reduction of $407,410 made by the House 
be restored. 

AGRICULTURAL RESEARCH SERVICE 


SALARIES AND EXPENSES, PLANT AND ANIMAL DISEASE AND PEST CONTROL 


(House hearings, p. 58) 


SN a 5, wassup hein ealeciecabbemenncipenosiea panei icin ctinieningeacnctaes $50, 632, 000 
Supplemental estimate, 1959 (H. Doc. 58—by transfer from “Con- 

In ISERIES. UO Sc teat ea dete la ce msi cen (2, 423, 000) 
IRs hetero oe ee ane SER seme peee (2, 180, 700) 
I RR a a a ah (242, 300) 


(P. 2, line 12) 
AMENDMENT REQUESTED 


Page 2, line 12: Strike out “$2,180,700” and insert in lieu thereof “$2,423,000”, 
an increase of $242,300, by transfer. 


JUSTIFICATION 


The House decrease of $242,300, or 10 percent of the amount requested for 
pay act costs, would reduce the funds available for essential control and eradica- 
tion programs. The estimate of $2,423,000 already reflects the absorption of 
$333,000 of the total pay act costs under this item of $2,756,000. Thus the 
House action would have the effect of requiring the absorption of over 20 percent 
of the total costs. ; 

The Department would not propose to make any part of the reduction in 
the animal or plant quarantine operations since the workload in these programs 
is increasing and the capacity of the staff is being stretched to the limit in an 
endeavor to provide adequate inspection. The reduction, therefore, would apply 
to control and eradication programs which are operated in cooperation with 
the States and other agencies. 

It is currently estimated that the costs of certain programs, including those 
for the control of khapra beetle, pink bollworm, soybean cyst nematode, and 
scrapie of sheep will substantially exceed original allocations for this fiscal 
year. The exact needs for certain seasonal programs, such as for the control 
of grasshoppers, will not be known until later in this fiscal year. It is esti- 
mated that the effect of the House reduction will be to curtail such programs as 
brucellosis and gypsy moth eradication. 

To avoid reductions in these programs, the Department recommends that the 
reduction of $242,300 made by the House be restored. 
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EXTENSION SERVICE 


COOPERATIVE EXTENSION WorRK, PAYMENTS AND EXPENSES, FEDERAL 
EXTENSION SERVICE 


(House hearings, p. 69) 


nn cee een eee ee 8 Nee tT ee $2, 096, 540 
Supplemental estimate, 1959 (H. Doc. 58—by transfer from “Pay- 

ments to States, Hawaii, Alaska, and Puerto Rico”) ____________ (162, 255) 
a a a nese coh tances (146, 000) 


ee aaa a eae ar hte ce lect wba os gecacoalage oe ceice (16, 255) 
(P. 3, line 5) 
AMENDMENT REQUESTED 


age 3, line 5: Strike out “$146,000” and insert in lieu thereof “$162,255”, an 
increase of $16,255, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $16,255 made hy 
the House in the increase required to provide for pay act costs. These funds 
would be derived by transfer from other funds available to the Extension 
Service. 

During recent years the Congress, State legislatures and county governments 
have substantially increased their support for extension work in the States 
and counties. The Department of Agriculture through the Federal Extension 
Service is responsible for providing national leadership and assistance necessary 
to insure that the total extension effort is progressive, productive, and efficient. 
Close liaison with research and action agencies of the Department must be 
maintained to enable the Federal Extension Service to integrate the findings of 
research and the provisions of national agricultural programs into the educa- 
tional program of the States and counties. The Federal Extension Service also 
works closely with other departments of Government, national, private, and 
public organizations and groups, so that all national efforts of significance be- 
come a part of extension teaching in each State and county. The resulting de- 
mands upon the staff of the Federal Extension Service in helping the States 
develop extension programs continue to increase. 

During the past 4 years there has been no increase in the Federal Extension 
Service appropriation for salaries and expenses. Operating costs have con- 
tinued to rise during this period. These increased costs have been absorbed 
with the result that the present staff is not adequate to provide the amount 
of leadership and counsel essential to the conduct of a nationwide educational 
program. The Federal Extension Service, in order to keep within its present 
budget, has economized to the point where it is no longer able to meet requests 
from the States and to help them adequately incorporate national research find- 
ings and program facts into ongoing extension work. 

The additional amount of $16,255 would be derived by transfer from “Pay- 
ments to States, Hawaii, Alaska, and Puerto Rico” for fiscal year 1959. Funds 
available for transfer result primarily from failure of Puerto Rico to certify 
a portion of the prescribed amount of matching funds as required by the Smith- 
Lever Act. 

The House cut, together with the absorption of $11,784 in pay act costs pro- 
vided in the budget estimates, would result in total absorption of over 16 per- 
cent of the total costs of $174,039. 

The Department, therefore, recommends the restoration of the $16,255 
requested in the supplemental estimate. 





AGRICULTURAL MARKETING SERVICE 


MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 
(House hearings, p. 82) 


i aa da a hepa rena aeen easiness eri _ $14, 195, 000 
Supplemental estimate, 1959 (H. Doc. 58—by transfer from “Con- 

TIS SO eel maine aieno (1, 252, 311) 
Is asi ba angetinininnasbominsoin ns (1, 144, 100) 


I smirusipeigonsonbenmciicial (108, 211) 
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(P. 3, line 22) 
AMENDMENT REQUESTED 


Page 3, line 22: Strike out “$1,144,100” and insert in lieu thereof ‘1,208,100”, 
an increase of $64,000, by transfer. 


40) JUSTIFICATION 


5 5 A partial restoration of the reduction made by the House is requested to meet 
ont | jnereased pay costs resulting from the Pay Act of 1958 in the crop reporting 
155 and marketing research programs. The restoration of $64,000 of the House 
09) | yeduction is requested for this purpose. The estimate as submitted was based 
| on the absorption of $116,689 of the total pay act cost of $1,199,000 under 
this subappropriation. On the basis of the partial restoration now requested, the 
absorption would amount to $160,900, or over 13 percent of the total cost. 
The farmer needs every possible assistance to guide him in making planting, 
harvesting, and marketing decisions. Under present economic conditions, 
farmers, dealers, handlers, and processors are making greater use than ever 
of the basic data provided them through the crop and livestock estimating 
| service. Continuous efforts are made, to the extent resources will permit, to 
| jmprove the reliability and usefulness of these reports. Absorption of the full 


, an 











(P. 4, line 1) 


AMENDMENT REQUESTED 


i hy | : , ; : sive ; 
ak reduction will seriously impede further progress in this important service to 
sion farmers. ; ; : 

Research in agricultural marketing has lagged far behind research in agri- 
nts cultural production. This has been recognized by the Congress and during the 
ates 10 years from 1947 to 1957, additional appropriations were provided to step up this 
sion program. Substantial progress has been made and important results are be- 
ary coming available. As projects are completed, the available resources are chan- 
“at neled into new projects with high priority which will provide the most wide- 
be spread benefit. Cooperative and contractual arrangements are used to the 
5 of greatest extent feasible. Further absorption would mean curtailment at a 
ica: time when the work is so urgently needed. 
1180 Therefore, the Department recommends that $64,000 of the House reduction 
and to restored. 
be- 
a AGRICULTURAL MARKETING SERVICE 
ites 

MARKETING SERVICES 
‘ion 
“On- (House hearings, p. 82) 
bed CUO COI cdi weg hab arctic atlaesiciratioe dish da nomni omncnees $20, 659, 000 
unt —__—__— 
nal By transfer 
ent | from ‘“‘Con- | By appro- 
»sts | servation priation 
reserve 

nd- | m program” | 
‘ay- et eee ee eee, ee = + | : - 
d meeemental estimate, 1960 (H. Doc. 8) .-......00~...0+-.....----..------- | $2,074, 967 | $626, 000 
a § EG ie eae ns. lage DS Ae ia Nee haa a name iohamnh ae LOU Oe Ce ciece ceases 
‘ify House reduction. ._........--- pete wii tith deTib ch Suda kcbcige cus $ete ity | 156, 367 | 626, 000 
ith- 


Page 4, line 1: Strike out “$1,918,600” and insert in lieu thereof “$1,954,600”, 
an increase of $36,000, by transfer. 


JUSTIFICATION 


The House reduction in the supplemental estimate under this subappropriation 
affected three items: Increased pay costs, compulsory poultry inspection, and the 
market news leased wire service. 

0 Pay Act costs.—A restoration of $36,000 of the reduction made by the House is 
requested to permit meeting increased pay costs resulting from the Pay Act of 


11) 


(1) 
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1958 in the Market News Service and the Grain Standards Act project where 
sufficient funds are not otherwise available. As submitted, the budget estimate 
contemplated the absorption of $118,128 of the total Pay Act costs of $1,882,095 
under this subappropriation. If the partial restoration now requesied is allowed 
the absorption would be $258,495, or over 13 percent of the total costs. 

Restoration of the requested $36,000 is necessary to maintain essential program 
work in grain inspection and market news. 

Grain production and supplies are now at record levels. Unceasing efforts are 
being made to market these huge supplies both at home and abroad. This hag 
increased substantially the workload under the Grain Standards Act. The De. 
partment is responsible for supervising inspection to assure uniform and correct 
determination of quality, performing appeals from the original grading, and 
handling violations under the act. Absorption of the House cut in this work 
would have a serious impact on these already overtaxed facilities. 

Because of the wide geographic dispersion of the commodity market news sery- 
ices manned to a large extent by a one technical-one clerk staff, it is extremely dif- 
ficult to absorb any increased personal services costs without adverse program 
effects. The funds for this program are closely budgeted. With the frequent 
need to provide relief employment in order to report a market on schedule and 
with rising costs because of the more than normal amount of nonpersonal service 
items such as communications, paper, stencils, reproduction and addressograph 
equipment, little flexibility is available for fund adjustments between objects of 
expenditures. 

Accordingly, the Department requests the restoration of $36,000 of the cut 
made by the House. oy 


Compulsory poultry inspection. 

Additional information and experience under the poultry products inspection 
program subsequent to the presentation of the supplemental budget estimate 
has reflected a decrease in the number of plants requiring inspection during the 
latter months of this fiscal year and a decrease in the number of personnel re 
quired for some of the plants that are operating below their planned eviscerating 
capacity. Principally for these reasons it is now believed that inspection can be 
extended, within the funds currently available, to all poultry evisceration and 
slaughter plants under the jurisdiction of the act for the remainder of this year. 
Accordingly, restoration of the $600,000 supplemental for this purpose is not 
requested. 


Market news leased wire service. 


The House eliminated the requested increase of $26,000 in the appropriation 
and provided in lieu thereof a transfer of $20,000. The effect of the House action, 
therefore, is to reduce the estimate by $6,000. 

Restoration of the $6,000 reduction is not being requested. Although this is 
a required cost resulting from increased rates authorized by the Federal Com- 
munications Commission for leased teletype facilities, this additional cost above 
the amount provided in the House bill will be met during the current fiscal year 
through internal adjustments within this subappropriation. 


COMMODITY STABILIZATION SERVICE 
ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


(House hearings, pp. 107-108, 115-117) 


[Limitation on transfers to sec. 392] 


i et Oe es $6, 380, 100 
Supplemental estimate, 1959 (H. Doc. 58)_----.___-___--__________ (6, 886, 300) 
Neen ce (6, 837, 000) 


iN i a (49, 300) 
(P. 4, line 17) 


AMENDMENT REQUESTED 


Page 4, line 17: Strike out “$6,837,000” and insert in lien thereof “$6,886,300", 
an increase of $49,300, in limitation. 
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JUSTIFICATION 


The House reduction on the amount which may be transferred to the appro- 
riation account, “Administrative expenses, section 392, Agricultural Adjustment 
Act of 1938” fails to provide the amount required to cover mandatory pay in- 
creases and related costs pursuant te Public Law 85-462. 

Costs pursuant to Public Law 85-462 have been paid for 9 months of the fiscal 
year 1959 on the assumption that the increase in the limitation would be ap- 
proved. The total estimated requirements for pay increases and related costs 
were computed on the basis that for the fiscal year 1959, 810 average annual posi- 
tions in the Washington and State offices would be chargeable to the acreage 
allotment and marketing quota appropriation. 

The House action coming at this late date in the fiscal year means that the 
cut would have to be applied in the fourth quarter. In order to absorb the cut 
it will be necessary to curtail drastically expenditures for other objects such as 
travel, communications, etc. Because of the variation in dates by which pro- 
grams Must be announced and in the planting and harvesting seasons, as well 
as the timing of marketing years, the heaviest workload falls in the first and 
fourth quarters of a fiscal year. 

The appropriation for the fiscal year 1959 is $1 million less than the amount 
available for the fiscal year 1958. Along with this decrease in funds, the cost of 
some of the additional work on cotton resulting from the Agricultural Act of 
1958 is being absorbed. Such work includes (a) apportioning the national acre- 
age reserve of 310,000 acres among States and counties; (b) holding instruc- 
tional meetings with State and county office personnel to discuss the programs 
for 1959 and 1960 and any changes necessary in program operations; (c) explain- 
ing program provisions to farmers; (d@) recomputing each farm acreage allot- 
ment to provide for the 40-percent increase; (ec) renotifying farmers of the allot- 
ment under each choice provided in the act and requesting them to notify the 
ASC committee of their choice; (f) reviewing and recording the choice made by 
farmers and preparing periodic reports of the signup; (g) issuing instructions 
and procedures covering the 1959 and 1960 programs; and (h) printing special 
allotment notices to be used solely for cotton. Also being absorbed is the cost of 
additional work incident to the addition of 140 counties and 3 new States in the 
commercial wheat-producing area. 

Performance checking on the 1959 crop of most commodities will begin in the 
fourth quarter. The House cut, therefore, would most likely be applied against 
performance work at the State level, including spot checks made by ASC State 
office personnel. This would not be desirable, since, to be effective, spot checks 
should be made as soon as possible after performance checking begins to be sure 
that the work is being done in line with prescribed procedures. It is essential 
that checking be accurate, since only those producers who comply with their 
acreage allotments are entitled to marketing cards which enable them to market 
their crop without penalty. 

Restoration of the House reduction of $49,300 is recommended by the Depart- 
ment. 


OFFICE OF INFORMATION 


SALARIES AND EXPENSES 


I i sierra bot oe) Tate |r 7) $1, 354, 665 
Supplemental estimate, 1959 (H. Doc. 58, by transfer from “Conser- 

ne mere wrerenis” pa OO Fe oe en (77, 000) 
NET eee ee es nt Se ae at (71, 100) 
Ce (5, 900) 


(P. 6, line 12) 
AMENDMENT REQUESTED 


Page G6, line 12: Strike out “$71,100” and insert in lieu thereof “$77,000”, an 
increase of $5,900, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $5,900 made by the 
House in the transfer requested to provide for pay act costs. 
The effect of the House action would require sharp cuts in personnel or reduc- 


tion in printing funds, most of which are used to supply requests of Members of 
gress. 
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About 60 percent of the funds of the Office are obligated for salaries and other 
expenses, and about 40 percent for printing. Curtailment of scheduled reprint. 
ing of farmers’ bulletins for congressional distribution would be necessary 
Printed lists of these publications have been made available to Members of 
Congress and orders from these lists are now coming in. If reprints are cur. 
tailed because of the House action, the orders cannot be supplied in full. 

At the beginning of fiscal year 1959, the stocks of publications were the lowest 
they had been in many years, and the Office by administrative action adjusteg 
its operating budget to reduce all other obligations to provide additional funds 
urgently needed to replenish the stocks of farmers’ bulletins, which had been 
depleted by the increased demands from Members of Congress, the State and 
county extension services, and the general public. 

The Office has already absorbed $9,800 of the pay increase costs by not filling 
vacancies as they have occurred. This was more than 10 percent of the tota] 
costs of $68,800. Therefore, the House cut represents about 25 percent of the 
total costs. 

As a number of the program activities of the Office of Information are a one. 
man type of operation, such as providing reporting services to farm magazine 
editors, women’s and food page editors, radio farm directors, etc., a further de. 
crease in funds would be impractical, as it would completely eliminate many of 
those vitally important services in disseminating agricultural information. 

The Department recommends restoration of the House cut. 


FARMER COOPERATIVE SERVICE 


SALARIES AND EXPENSES 


I lana esiblicielinemciarer ete lchp nieve seechaean ome ab tee $578, 000 
Supplemental estimate, 1959 (H. Doc. 90, by transfer from “Conserva- 

I enn CIO CUI i al orien) a Se wena ens dei mnmndin nh ici sheigis i (42, 000) 
i ac i i a a cand wc heddsniches res oka noae avininninwe ahiniadinbs (37, 800) 
eee eI Bo SE Je cinta ai decneeae re aed i, (4, 200) 


(P. 30, line 19) 
AMENDMENT REQUESTED 


Page 30, line 19: Strike out “$37,800 and insert in lieu thereof “$42,000”, an 
increase of $4,200, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $4,200 made by the 
House in the transfer proposed to provide for pay act costs. 

The above reduction would seriously impair the ability of the Service to render 
assistance to farmers and their cooperatives with their current problems in de- 
veloping better integrated and stronger organizations to give farmers increased 
bargaining power and greater operating efficiency. 

Changes in agricultural production and marketing are causing farmers to de- 
mand increased assistance in the reorganization and consolidation of existing 
associations and in the establishment of new marketing and bargaining coopera- 
tives. 

The supplemental estimate of $42,000 already reflected the absorption of $5,025 
of the 1959 pay act costs, or more than 10 percent. The House cut of $4,200 
would result in a total absorption of nearly 20 percent of the total costs. Since 
it is not practicable to make further reductions in employees this late in the fiscal 
year, the House reduction would make it necessary to reduce assistance requested 
by cooperatives and restrict the issuance of publications reporting on the re 
search and advisory work of the Service. 

Full restoration of the budget request will permit the Department to continue 
to carry on effectively this important assistance to farmers and their cooperatives. 
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SOIL CONSERVATION SERVICE 


CONSERVATION OPERATIONS 


NUIT nist ds ai canine lag tn mesa tves: 
Supplemental estimate, 1959 (H. Doc. 90 by transfer from “Con- 

ren BrAsOlVve DYOSTOM ) coc o0 nc cet ene ecco n cnet ee (6, 424, 000) 
NU ahi itis aS BR al eee se cig oeaaltids eemecn (5, 781, 000) 
RT a ree staat ae ergata wcetei ea aes (642, 400) 


(P. 30, line 22 
AMENDMENT REQUESTED 


Page 30, line 22: Strike out “$5,781,600” and insert in lieu thereof ‘“$6,424,- 
000”, an increase of $642,400, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $642,400 made by 
the House in the transfer proposed to provide for pay act costs. 

The $642,400 decrease proposed in the House bill comes late in the fiscal year 
with only about 3 months of operations remaining. If all except key positions 
becoming vacant through normal turnover during the next 3 months were left 
vacant for the remainder of the fiscal year, the total savings (assuming 30 days 
lump-sum leave payment for each employee) would not amount to more than 
about $75,000. Prescribed reduction-in-force procedures to reduce permanent 
staff could not be carried out in sufficient time, considering lump-sum leave pay- 
ments that would have to be made, to effect any further savings in permanent 
personal services. 

“Grounding” employees whose primary duties require rural travel to farms 
and ranches in pickup trucks obviously is not desirable. Therefore, the re- 
maining amount of the reduction would have to be made in travel expense of 
technical specialists and supervisory personnel who assist field staffs, in planned 
spring employment of seasonal field aids, in planned purchase of replacement 
equipment, and in general curtailment of communication, supply, and other 
expense. 

A savings of about $350,000 could be made by reducing travel expense for the 
remainder of the fiscal year by 50 percent. This would require deferment of 
some transfers of personnel, elimination of some training and other important 
technical conferences, curtailment of travel of technicians who provide special- 
ized assistance to local field staffs on soi] and water conservation and land-use 
problems, and drastic reduction in supervisory and management assistance. 

About $125,000 of the needed reduction would be secured by reducing by 25 
percent the planned spring employment of seasonal engineering and conserva- 
tion aids. These part-time employees are normally employed during each spring 
season to assist farmers and ranchers in soil conservation districts to install 
planned soil and water conservation practices. This is work that usually can- 
not be deferred until summer because it must be done during the noncrop 
season. 

The remaining $92,400 of the reduction made would have to be secured by 
eliminating the purchase of urgently needed replacement of transportation and 
other equipment and by reducing communication costs and the purchase of 
needed office supplies. Nonpersonal service items of expense have always been 
maintained at a minimum in the Soil Conservation Service in order to provide 
the maximum amount of assistance to farmers and ranchers. About 85 per- 
cent of this appropriation is budgeted for personal service costs. 

Full restoration of the amount of the budget estimate is requested to permit 
orderly and efficient servicing of requests for assistance which are on hand and 


which far exceed the ability of the Soil Conservation Service to accomplish with 
its present staff. 
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COMMODITY EXCHANGE AUTHORITY 


SALARIES AND EXPENSES 


I a eesti animes coma tdiow nie aha $832, 000 
Supplemental estimate, 1959 (H. Doc. 90, by transfer from “Con- 
OO ONO WS DINOCPEIN” ) on cn cee 4 SRE MSS ees (68, 000) 
cetacean ema eR RE Om Ee ERE (61, 200) 
a ess eee ee eee te A (6, 800) 


(P. 31, line 4) 
AMENDMENT REQUESTED 


Page 31, line 4: Strike out “$61,200” and insert in lieu thereof “$65,800”, an 
increase of $4,600, by transfer. 


JUSTIFICATION 


The amendment requested would restore $4,600 of the reduction of $6,800 made 
by the House in the transfer to provide for pay act costs. 

The House action in reducing the estimate can be partly met by leaving un- 
filled through June 30, 1959, one vacancy which has arisen since the submission 
of the request for supplemental appropriation and continuing an employee on 
leave without pay, making it possible to absorb $2,200 of the House reduction. 

The supplemental estimate of $68,000 for pay act costs reflected the absorption 
of $9,500 of such costs, or over 12 percent. A further reduction of $4,600 would 
result in a total absorption of more than 20 percent. 

Further reduction in personnel during the remainder of fiscal 1959 would 
cripple the CEA enforcement program at a time when regulatory proceedings 
are being vigorously contested and activity in the commodity futures market 
is requiring extensive investigation. 

The Department, therefore, recommends the restoration of $4,600 of the 
House cut. 


RURAL ELECTRIFICATION ADMINISTRATION 


SALARIES AND EXPENSES 
I al nc Ha en tat ath ha Sensei ab ac Gis i paiem Spee nl gine $9, 019, 000 
Supplemental estimate, 1959 (H. Doc. 90, by transfer from ‘Con- 
nc TO, UN castes emcees hep chars pe eieieenye be cieene (613, 000) 
lk ke Erba ties gives ats) oa (551,700) 
ia acctsirbacmaneihs manda al abecady le pind eine 4 ede os (61, 300) 


(P. 31, line 11) 
AMENDMENT REQUESTED 


Page 31, line 11: Strike out “$551,700” and insert in lieu thereof “$613,000”, an 
increase of $61,300, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $61,300 made by 
the House in the transfer proposed to provide for Pay Act costs. 

The House reduction would make it impossible to operate within the adminis- 
trative funds available for the remainder of this fiscal year, unless immediate 
action is taken to curtail drastically REA operations in the field. 

At the beginning of the fiscal year REA revised its operating plan for the year 
to accomplish a 20 percent reduction, from $765,000 to $613,000, in the amount 
of supplemental funds required to meet the increased pay costs. This was to be 
accomplished through a reduction in staff throughout the year from 1,033 people 
on July 1, 1958, to 980 people on June 30, 1959, and a strict limitation on all other 
operating expenses during the fiscal year. 

As a result, the supplemental estimate of $613,000 was based on the absorption 
of $126,350 of the total Pay Act costs of $739,350, or about 17 percent. The 
House cut of $61,300 would result in total absorptions of pay act costs of over 
25 percent. 
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A complete reevaluation of the need for administrative funds for the remainder 
of this fiscal year, as of March 1, 1959, indicated that the reduction in staff 
along with curtailment of all other expenses to a minimum level, would enable 
REA to complete the year if the anticipated supplemental appropriation of 
$613,000 were approved. 

The House cut would require a drastic curtailment in REA operations through 
reductions in force or in necessary field travel. At this late date in the fiscal 
year the reduction in staff would have to be very substantial because of the lump 
gum payments which must be made to such separated employees for their unused 
annual leave. Such a deep cut in personnel would make it impossible to per- 
form essential services. The workload of both the electric and telephone 
programs is now being handled with little more than 1,000 man-years—a steady 
decrease from about 1,150 man-years of employment for the electric program 
alone in fiscal year 1950. 

If the additional 10 percent reduction in funds must be accomplished it will 
likely have to be done by eliminating travel by REA employees to the field. 
This would have the effect of practically bringing the REA activities in the field 
toa standstill for the next 3 months. Further, this would mean that the Govern- 
ment would paying salaries to these people of approximately $125,000 for the 
period during which they would be held at headquarters. 

With the restrictions that have been necessary to accomplish the absorptiou 
of increased pay costs provided for in the budget request of $613,000 in supple- 
mental funds, the Rural Electrification Administration is in an extremely 
limited position to make further savings during the remainder of the year except 
through a drastic curtailment of its field activities. 

Therefore, the Department recommends the restoration of the House cut. 


FARMERS HOME ADMINISTRATION 


SALARIES AND EXPENSES 


CRN SN ne cena ponent ceiaeaentoneral $29, 089, 500 
Supplemental estimate, 1959 (H. Doc. 90, by transfer from “Con- 

RS Ce nee es aie a ereceny a ees-shpetnan nes (2, 210, 500) 
A ae (1, 989, 450) 
Pg page nerd ete teense amen take mere mpen (221, 050) 


(P. 31, line 14) 
AMENDMENT REQUESTED 


Page 31, line 14: Strike out “$1,989,450” and insert in lieu thereof “$2,210,500”, 
an increase of $221,050, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $221,050 made by the 
House in the proposed transfer to provide for pay act costs. 

The reduction of $221,050 would seriously hamper the administration of the 
loaning and collection activities of the Farmers Home Administration. To absorb 
an amount of this size in the remaining period to June 30, 1959, would require 
almost complete curtailment of employment and drastic curtailment in travel 
expenses. The Farmers Home Administration has been restricting employment 
by outside recruitment since January 16, 1959, in order to absorb that portion of 
the pay act costs for which funds were not included in the supplemental estimate. 
About the only outside recruitment undertaken has been in connection with 
filling clerical jobs in county offices throughout the country. The largest turn- 
over in employment is in these positions and some of the vacancies must be filled in 
order to keep the workload reasonably current. Full-time employment was 
reduced by 71 between December 31, 1958, and February 28, 1959. 

The total pay act costs for this item in 1959 is $2,517,000. The supplemental 
estimate reflects the absorption of $306,500 of this amount, or more than 12 
percent. The House cut of $221,050 would result in a total absorption of nearly 
20 percent. 

Absorption of an additional $221,050 could not be accomplished by employment 
restrictions alone even if no vacant positions'were filled. It is doubtful that this 
amount could be saved even by a reduction in force, considering the cost of lump- 


38932— 59 —_6 
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sum payments to employees for accumulated leave. The only way to assure the 
savings would be to restrict travel throughout the agency and particularly in 
county offices where most of this expense is incurred. The result would be wholly 
unrealistic from the standpoint of adequately reviewing loan applications and 
working out farm and home plans with applicants for loans. This must be done 
on the applicant’s farm, requiring at least one visit for each application reviewed, 
Inability promptly to make the required visit to the applicant’s farm would delay 
the loanmaking process at least. In some instances, assistance to applicants 
probably would be denied because of the failure to adequately plan the farming 
operations, inspect the proposed security, etc. 
The Department recommends restoration of the House cut. 


LIBRARY 
SALARIES AND EXPENSES 
I or caiah dhe heist pinata ee ei eemern os Sid wath $772, 000 
Supplemental estimate, 1959 (H. Doc. 90, by transfer from ‘Conser- 
Bo eg i aR ERIE SS a ES eas eee (62, 600) 
BN Gres dt on teem en cbe eetnemne wee rsenneenceen (56, 340) 
Eeeuee Gemeente bn nn nk es (6, 260) 


(P. 31, line 22) 
AMENDMENT REQUESTED 


Page 31, line 22: Strike out “$56,340” and insert in lieu thereof “$62,600”, 
an increase of $6,260, by transfer. 


JUSTIFICATION 


The amendment requested would restore the reduction of $6,260 made by the 
House in the proposed transfer to provide for pay act costs. 

The House action in reducing the supplemental request for the library will 
cause sharp cuts in personnel at a time when scientists’ needs for our services 
are the greatest in history. It will be necessary for the library to :educe its 
staff not only to absorb the reduction, but also to absorb lump sum payments for 
annual leave credited to employees involved. 

Reduction in staff will result in direct reduction in services to research and 
other agencies of the Department, with the consequent possibility of duplication 
of research already completed with attendant waste of time and mney. 

During the past year attention from many sources has been focused on the 
dilemma of scientific libraries. For instance, the President’s Science Advisory 
Committee in December 1958, stated: 

“Our very progress in science is dependent upon the free flow of scientific 
information, for the rate of scientific advance is determined in large measure by 
the speed with which research findings are disseminated among scientists who 
can use them in further research.” 

In view of the increasing scope and magnitude of agricultural research in re- 
cent years and the rapidly mounting number of scientific periodicals which are 
becoming available, the library of the Department is faced with a serious prob- 
lem. The information in these publications is not being adequately made avail- 
able to Department scientists since the staff of the library is not large enough 
to process them. In many instances the scientist must prepare his own bibliog- 
ranhies. which is wasteful of scientific talent, or the scientist unknowingly dupli- 
cates research already done elsewhere because he does not have access to the 
published results of such research. 

The reduction by the House would further aggravate this problem. Therefore, 
the Department recommends restoration of the House cut. 


JUSTIFICATIONS 


Chairman Haypen. The record will also include the original justi- 
fication for items under appeal. We will consider the items in the 
appeal letter, after which the committee will hear the Department on 
_ supplemental items which have been transmitted directly to the 

enate. 
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(The justifications referred to follow :) 
AGRICULTURAL RESEARCH SERVICE 


Salaries and expenses, 1959 


(H. Doe. 58) 
peppepriation to-date... ...12i6.-+..~--~2--n5-~--++- Sie cee ea $128, 752, S90 
Prematcone: 10) ees Oi (OG Ree ss 6 sicectsbs he epee ci Sees 65, 487, 773 
Tapenditures to Dec. 317 20GG on ok ss se nee 54, 642, 528 
meee Gstinkte next fiver) FOsr_$25.45 4556-6345 s 134, $25, 000 
I ts Seas Pe AOE es a ease oe . 8, 496, 110 
emt) WINONA TIOR 25 os sn Srneatien cad awsceninentisnomees 100, 000 
See SOEAROT. OUR ots 26a at tes eh heaped se ene ncenese 8, 396, 110 
Employment : 
Average number, current appropriation__________________-_____--__ 16, 076 
Average number involved this estimate______._________________-__ 5 
Actual employment, Dee. 31, 1958 (including 3,541 fee basis veter- 
inarians on the brucellosis eradieation~program ) —~___________- .. ‘19, 265 


SUMMARY OF NEED FOR SUPPLEMENTAL FUNDS 


As a result of legislation enacted since submission of the fiscal year 1959 
pudget to Congress, additional funds are needed for fiscal year 1959 as follows: 

(1) $100,000 recommended to be appropriated to carry out those provisions of 
Public Law 85-765, approved August 27, 1958, which directs the Secretary to con- 
duct research to develop and determine methods of slaughtering livestock which 
are practicable with reference to the speed and scope of slaughtering operations 
and humane with reference to other existing methods and current scientific 
knowledge. After June 30, 1960, no agency or instrumentality of the United 
States shall contract for or procure, except as modified by the President in a 
declared emergency, any livestock products. produced or processed by any 
slaighterer or processor which in its own or any affiliated plants slaughters, or 
handles for slaughter, livestock by any methods not designated and approved 
by the Secretary. 

The Humane Slaughter Advisory Committee has been established by the Secre- 
tary as authorized by the act. It has met and urges the Department to speed 
studies that would advance knowledge and improve methods of stunning and 
anesthetizing livestock prior to slaughter. The purpose of this supplemental 
estimate is to provide funds for such research. 

(2) $8,396,110 recommended to be derived by transfer from the appropriation 
“Conservation reserve program,” fiscal year 1959, to finance that part of in- 
creased salary and related costs resulting from Public Law 85-462, which can- 
not be absorbed within this appropriation. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


1. Research 


I tien emanates $59, 044, 890 
meereariemta) estimate) 1000.0 LU bic) cul cit ee ce ccs +100, 000 
eed Gncimate) TO00l 2 oes) osc dies ieee 59, 144, 


An increase of $100,000 for research on humane slaughter methods and for 
hecessary alterations to facilities for conducting such research. 

Need for increase.—Additional funds are needed to carry out the provisions 
of Public Law 85-765, approved August 27, 1958, relating to the development of 
more humane methods of slaughter of livestock. This law was passed after 
enactment of the annual appropriation act for fiscal year 1959. The new law 
directs the Secretary to conduct, assist, and foster research to develop and 
determine methods of slaughter, and the handling of livestock in conection with 
slaughter, which are practicable with reference to the speed and scope of 
slaughtering operations and humane with reference to other existing methods 
and current scientific knowledge. It establishes as a policy of the United States 
that livestock slaughter and related handling shall be carried out only by humane 
methods. It authorizes establishment of a 12-member advisory committee (a) to 
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make recommendations on research and on methods of slaughter and handling for 
each species of livestock, and (b) to obtain cooperation of the public, producers, 
farm organizations, industry groups, humane associations, and Federal and State 
agencies in the furtherance of research and the adoption of improved methods. 

The Secretary is directed to designate on or before March 1, 1959, and at such 
times thereafter as he deems advisable, methods of slaughter and handling 
with respect to each species of livestock. After June 30, 1960, no agency or 
instrumentality of the United States shall contract for or procure, except as 
modified by the President in a declared emergency, any livestock products 
produced or processed by any slaughterer or processor which in its own or any 
affiliated plants slaughters, or handles for slaughter, livestock by any methods 
not designated and approved by the Secretary. Designations by the Secretary 
subsequent to March 1, 1959, shall become effective 180 days after their pub- 
lication in the Federal Register. 

The advisory committee has been appointed by the Secretary, and has recom- 
mended the steps to be taken to meet those requirements of the law which must 
be met by March 1, 1959. The committee has endorsed preliminary studies 
which have been undertaken by the Denartment on methods of slaughter now 
in common practice and has recommended the speeding of studies that would 
advance knowledge and improve methods of stunning and anesthetizing live- 
stock prior to slaughter. The committee also agreed that a long-range, basic 
research program should be undertaken to establish criteria for measuring pain 
and insensibility in livestock. 

A number of methods for humane slaughter have been advocated by various 
persons and organizations in the past, such as use of carbon dioxide for hogs 
prior to shackling and sticking, electrical stunning, use of the captive bolt 
pistol, etc. There is need to evaluate these methods of slaughter from the 
standpoint of humaneness and practicality. Since it is difficult to analyze and 
compare the degree of pain induced by various slaughter methods, there is no 
easy guide as to what is humane for animals. For example, some experiments 
have shown that animals appearing to be unconscious may be merely paralyzed 
and still conscious of pain. Research is urgently needed to develop suitable 
methods for rendering animals and poultry actually unconscious prior to 
slaughter, 

Only limited studies have been made of methods of slaughtering meat animals. 
In this country, for the most part, they have been conducted chiefly by packers 
and dealers in packinghouse equipment. 

Plan of work.—Present methods for restraining and slaughtering livestock 
would be studied and evaluated as to being both humane and practicable. Com- 
parative studies would be made of the use of various stunning measures, in- 
eluding electrical stunning. Anatomical studies would be undertaken with re- 
snect to the placing of the blow designed for stunning and the optimum direc- 
tion and force of the blow to produce insensibility. Preliminary studies of the 
uses of gases and tranquilizers would be undertaken. The use of various 
methods for different age groups and species of slaughter animals would be 
studied. 

The research would involve travel to various points in this country and in 
Eurone to observe methods of slaughter which might comply with the policy 
stated in the act. Some of the research would be conducted through research 
contracts. 

It would be necessary to provide suitable facilities for certain of the studies. 
These could be provided by altering the present meat laboratory at Beltsville, 
Md. The cost is estimated at $35,000; the alterations should be completed as 
soon as nossihle to facilitate the work. 

In the 1960 budget estimates, an increase of $250,000 is requested to carry on 
this research work. 

2. Authorization to transfer not to exceed $8,396.110 from the appropriation 
for “Conservation reserve program,” fiscal year 1959, to finance that part of the 
increased salary and related costs resulting from Public Law 85-462 which can- 
not be absorbed within this appropriation. 
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A distribution by subappropriations of the amount to be authorized for trans- 
fer follows: 


. seemed i SS 


tion 1959 thorization 


Appropria- | | ‘Transfer au- 
| | requested 
| 


9 ne - mejrinereetep init EEE eesti — - ee 


Salaries and expenses: 


| 

: 
Research - - be FO cteesisct $59, 044, 890 | $4, 074, 110 
Plant and animal disease and pest cacti nae tes e ae }, 632, 000 2, 423, 000 
MICU SS 2 5. «uss bs 5 Sih Sahu one iisusaeae abba aera bas beeen > op 19 076, 000 1. 899, 000 
puree REED SUNT OMUNONIOS.  ... 258 cc onhed mete dwccsnacussadibomennsd ta “128, 752, 890 Pa 8, 396, 110 





Need for transfer authority—Transfer authority of $8,396,110 is requested 
to meet the pay act costs under this appropriation. Total pay act costs are 
estimated at $8,896,110, of which $500,000 can be absorbed. Further absorption 
cannot be made in view of the necessity for meeting substantial increased operat- 
ing costs, the many urgent needs for new or expanded research, the need for 
meeting emergency situations arising from the existence of plant and animal 
diseases and pests, and the increasing workload relating to the enforcement 
of laws pertaining to meat inspection, plant and animal quarantines, and other 
regulatory activities. 

Important ARS programs have already been reduced in effectiveness since the 
beginning of fiscal year 1959 by the necessity to absorb increased costs approxi- 
mating $3 million annually. Estimates of such increased costs are as follows: 


(1) Increases in wage board rates to over 1,700 full-time employees__ $450, 000 
(2) Increased costs due to converting GS employees to wage board___- 70, 000 


(3) Increased salary costs due to Civil Service Commission action 

under sec. 803 of Classification Act, as amended, raising chemists 

ene eheimoers tO top srem rr Sree ee a 400, 000 
(4) Absorption of balance of annual cost of Government’s contribution 

to retirement fund (1958 appropriation provided funds to meet 

cost for only 25 of the 26.1 pay periods) -—.-_..___________- 166, 000 
(5) Higher operating costs—based on USDA index of prices paid by 

farmers for production items such as machinery, supplies, ferti- 

lizer, etc., increasing from 260 on November 15, 1957, to 272 on 

November 15, 1958, or 4.6 percent and a total of over $33 million 

for objects 02 through 09 for 1959 (exclusive of $3 million for 


ee, pes Yoousrrmerie) 202 eo P12 ES 6e 
(6) Amount by which additional appropriations for 1959 failed to 
eover additional research work directed by Congress_______~_ 252, 500 


(7) Cost of staffing National Seed Storage Laboratory on an annual 
basis (funds provided for this purpose were eliminated by 
establishing a budget reserve of $100,000 in fiscal year 1958 
when the Laboratory was under construction) ________________ 50, 000 
(8) Cost of servicing overseas research with foreign currencies de- 
rived from Public Law 480 programs from the appropriation 
Perms ETT UTTAR nn mer eedinacnin 100, 000 


The absorption of any further amounts would seriously impair program 
operations. As evidenced by congressional increases in 1959 appropriations, and 
by the proposed activities set forth in the 1960 budget estimates, it is not 
practicable to curtail the research, control, and meat inspection programs of 
the Service. 


s 


EXTENSION SERVICE 


Cooperative extension work, payments and expenses 


name ip OS S88 bes 0 eer oe _.._. $63, 159, 395 
erence to Jan,'S1. 10502 io ets oe ise eh te 59, 083, 953 
mapemarcares to Jam. 31, 20GB nati sj crecen eo ntieeed-n nee 58, 010, 129 


Budget estimate next fiscal year__...._________-___________- a 64, 139, 477 
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(H. Doc. 58) 


Request (by transfer from other funds available to the Department) —_ $785, 082 


Employment : 
Average number current appropriation_________________-_____-- 289 
Average number involved this estimate_______________________~__ 0 
ree Genny tent Ok ese ok ee. 227 


PROPOSED LANGUAGE 


For an additional amount for “Cooperative extension work, payments and 
expenses”, for “Penalty mail’, $559,682, to be derived by transfer from the 
appropriation for “Conservation reserve program”, fiscal year 1959: Provided, 
That of the amount made available under this head in the Department of Agri- 
culture and Farm Credit Administration Appropriation Act, 1959, for “Pay- 
ments to States, Hawaii, Alaska, and Puerto Rico”, $63,145 shall be transferred 
to the subappropriation for “Penalty mail”, and $162,255 shall be transferred to 
the subappropriation for “Federal Extension Service’. 


EXPLANATION OF LANGUAGE 


For an additional amount for fiscal year 1959 for “Cooperative extension 
work, payments and expenses”, for “Penalty mail’, $622,827 and for ‘Federal 
Extension Service’, $162,255 for Pay Act costs to be derived by transfer from 
other funds available to the Department of Agriculture. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation.—Cooperative agricultural extension work 
was established by the act of May 8, 1914, as amended by the act of June 26, 
1953 (7 U.S.C. 341-348), and the act of August 11, 1955 (7 U.S.C. 347a). The 
legislation authorizes the Department of Agriculture to give, through the land- 
grant colleges, instruction and practical demonstrations in agriculture and home 
economics and related subjects and to encourage the application of such infor- 
mation by means of demonstrations, publications, and otherwise to persons not 
attending or resident in the colleges. 

Cooperative agricultural extension work is carried on by incorporating research 
results, technological advancements, and situation and program facts of the 
Department of Agriculture and the agricultural colleges and experiment stations 
into a national educational program. State and county extension work is 
finnneced from Federal, State, county, and local sources. These funds are used 
within the States for the employment of county agents, home demonstration 
agents, 4-H Club agents, State specialists, and others who conduct the joint 
educational programs adapted to local problems and conditions. 

Need for sunplemental funds.—The additional request of $785,082 reflects an 
increase of $622,827 for additional postal costs and $162,255 for additional pay 
act costs, due to legislation passed since the 1959 budget estimates were sub- 
mitted to Congress, as follows: 


Penalty mail, increased postal costs 

The subappropriation item “Penalty mail’ was established to provide for pay- 
ment to the Post Office Department for the cost of penalty mailings of extension 
agents and State extension directors. The $1,868,480 appropriated under this 
head for fiscal year 1959 was to cover the cost of penalty mailings of State ex- 
tension directors and cooperative extension agents, based on postal costs in 
effect at that time. The present supplemental estimate provides funds to cover 
the cost of increased postage rates pursuant to the Postal Rate Increase Act, 
1958 (72 Stat. 138) which increased the cost of penalty mailings by approxi- 
mately one-third. The additional cost concerned is that arising exclusively 
from the increase in postal rates and cannot be absorbed without a transfer of 
funds. The additional amount of $622,827 required will be derived by transfer 
from other fiscal year 1959 funds available to the Department of Agriculture 
($559.682 from “Conservation reserve program, soil bank programs, Agriculture,” 
and $63,145 from “Payments to States, Hawaii, Alaska, and Puerto Rico”). 


Federal Extension Service, increased Pay Act costs 


This estimate of $162.255 provides additional funds for partial financing of 
the increased salary and related costs resulting from the 1958 Pay Act (Public 
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Law 85-462). The amount was determined by computing the pay increase and 
contribution to the retirement funds for employees in pay status on July 1, 1958, 
allowing for normal turnover. Insurance costs were computed for those em- 
ployees who actually received an increase in insurance. 

Increased costs incident to administering the Cooperative Extension Service 
program for the past several years have been largely absorbed by this agency 
without an increase in the appropriation. Any further absorption will not permit 
this agency to carry out the program which is required by the Department and 
the States. The additional amount of $162,255 required would be derived by 
transfer from ‘Payments to States, Hawaii, Alaska, and Puetro Rico” for fiscal 
year 1959. 

The $225.400 proposed for transfer under the subappropriation item “Payments 
to States, Hawai, Alaska, and Puerto Rico” results primarily from Puerto Rico’s 
failure to certify a portion of the prescribed amount of matching funds as re- 
quired by the Smith-Lever Act, and would not reduce the funds available to other 
States and Territories for fiscal year 1959. It is not anticipated that this will 
recur in fiscal year 1960. 


AGRICULTURAL MARKETING SERVICE 
Marketing research and service, 1959 


(H. Doe. 58) 


III” IPO as ec geesirepaterieres eh siwensinehredincbonaieiedjuiihsctagaepeecnace Rl $34, 854, 000 
etIOMe ty geC. Bt; Tuoes. 2 oe es lin 20, 482, 627 
memenaiures £6. 2er. 3): T968..  e 17, 042, 805 

ee Garimare nexe fiscal’ year 2 au le ck. 42, 060, 000 

I sate ea Bac et hr ed Seb Stee See ai 3, 953, 278 


DPE ESON 8 a a ae 3 a 626, 000 
By transfer from other funds available to the Department_- 3, 527, 278 


mt, wh’ 


Employment : 


Average number, current appropriation.____._.___-___.._-_____-__- 5, 092 
Average number, involved this estimate____.____________-_____.1___ 77 
means Crmployment, Dec! SE, Tue. 2s a) el te 5, 331 


SUMMARY OF NEED FOR SUPPLEMENTAL FUNDS 


Increased costs to AMS during the current fiscal year require the supple- 
mental funds requested. These increased costs result from legislative actions 
and an order of the Federal Communications Commission. All but one—the 
Poultry Products Inspection Act—became effective after submission of the 
1959 budget. Unless these supplemental funds are made available this fiscal 
year, needed marketing research and service work will be curtailed or dis- 
rupted, and the Department will be prevented from carrying out its minimum 
inspection responsibilities as specifically required by the Poultry Products In- 
spection Act. 

Four items comprise this supplemental: (1) An amount of $2,846,278 for 
increased pay costs resulting from the Federal Employees’ Salary Increase Act 
of 1958 which became law on June 20, 1958. The sum requested is the net 
amount required after all absorption that can be realized from increased effi- 
ciency and improved operations. 

(2) A total of $481,000 for increased postage costs resulting from increased 
rates provided in Public Law 85-426 and made effective August 1, 1958. Over 
88 percent of AMS mailings are concentrated in two activities that could not 
absorb the increased costs without necessitating curtailment of important mar- 
keting work (crop and livestock estimating and the Market News Service). 
Further, the general average of 3314 percent increases in mailing costs does 
not apply to AMS, where between 75 and 80 percent of mail is third class 
(inereased 50 percent for the first 2 ounces). These increased penalty mail 
costs cannot be absorbed in AMS without disruption or curtailment of important 
marketing work. Adversely affected would be collecting and disseminating crop 
and livestock estimates and timely, up-to-date market news reports on supplies, 
movement, prices, etc., and supplying cotton classing services to farmer mem- 
bers of cotton improvement groups. These are essential services to agriculture. 
Any reduction in the present program level brought on by further absorption 
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of mailing costs—costs which figure substantially in the budgets of the organi. 
zations responsible for maintaining these servic ould result in disruption or 
curtailment of needed marketing work. 

(3) The sum of $26,000 for increased contract costs for the leased wire 
service, an integral part of the Market News Service. Effective December 2, 
1958, rates were increased by order of the Federal Communications Commission, 
These increased rates result in an increase of about 18 percent annually in the 
cost of the AMS leased wire service. This increased cost cannot be met with 
currently available funds. Several field stations would have to be closed and 
such a move would weaken the Market News Service because of the fact that 
interchange of information between stations as rapidly as possible makes the 
reports most meaningful and, therefore, most useful. 

(4) An increase of $600,000 for compulsory poultry inspection service under 
the Poultry Products Inspection Act. This increase is necessary for the De 
partment to carry out in 1959 its minimum inspection obligations as specifically 
required by the Poultry Products Inspection Act. Recently completed surveys 
indicate that 748 evisceration and slaughter plants are subject to the act. With 
the currently available funds (including funds to meet increased pay costs) ¢on- 
tinuous resident inspection can be provided to about 485 of these plants. The 
supplemental appropriation is required to permit the Department to extend this 
service by June 30, 1959, to all evisceration and slaughter plants engaged ip 
interstate commerce. If supplemental funds are not provided, it will be neces. 
sary to alter the planned inspection program by one, or a combination of the 
following means: 

(a) Failure to render continuous resident inspection service to the total] 
number of plants requiring it. 

(b) Spreading personnel and their supervisors so thin as to render the 
amount of inspection below the minimum requirements of the act and the 
Department’s obligation thereunder. 

(c) Eliminating completely, or modifying, inspection functions below the 
standards required by the act and the obligations of the Department there. 
under. 

Importance of avoiding any weakening of the Department’s ability to assure 
the public of clean and wholesome poultry products even before it has had an 
opportunity to fulfill its obligations under this new law cannot be overen- 
phasized. 





Justification of supplemental estimate 



























Appropria- Supplemental estimate, 1959 
Project tion to pn fn ____s dt sC«Revised 
date, 1959 total, 1959 
Pay Act Postage Other 
Marketing research and agricultural 
estimates: 
Marketing research._._....---- ..| $6, 984, 000 +$476, 100 $7, 460, 100 
Economic and statistical analysis__ 1, 535, 000 +108, 400 1, 643, 400 
Crop and livestock estimates - - --- 5, 676, 000 +497, 811 +8170, 000 6, 343, S11 
Total, marketing research and 
agricultural estimates........--.-} 14, 195, 000 +1 on, 311 | +170,000 15, 447, 311 
Marketing services: 
Market news service-- _. -| 4,370,000 +288, 297 | +275,000 | +$26,000(3)| 4,959,207 
Insnection, grading, eiaasing, and 
standardization ___- : ....--| 18,925,800 | +1, 284,17 +36, 000 | +600, 000(4)) 15, 845, 970 
Freight rate services... __- aii 175, 800 as bx Satine si «deo octet 190, 990 
Regulatory activities _ .-- -| 2,122,400 ED Bian cb taneesdiiei dex tie 2, 203, 515 
Administration and coordination of 
State payments -- ------ 65, 000 +5, 195 70, 19% 
Total, marketing services........| 20,659,000 | +1, 763, 967 _+3n1, 000 +626, ( 000 | 23, 350, 97 
Total, — research and 
service. ___. 5 _.....| 34,854,000 | +2, 846, 278(1)| +-481, 000(2)| +-626,000 | 38,807,278 





This estimate provides additional funds for— 

(1) Increased pay costs resulting from the Federal Employees’ Salary Increase 
Act of 1958. 

The increased costs were computed as follows: Initial allocations and allot 
ments for fiscal year 1959 were made on the basis of salary costs in effect prior 
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to January 1, 1958. Operating divisions and offices prepared 1959 operating 
pudgets on the basis of the old salary rates. Estimated increased pay costs for 
1959 for permanent positions were then determined by recomputing the schedules 
of personal services in the operating budgets to reflect individual pay costs on 
the basis of the new rates. The increases for all other employees covered by 
the 1958 pay act and for such related costs as retirement and FICA were com- 
puted by the application of the percentage of increase on permanent employees. 
In addition, a comparable increase has been added to cover increased reimburse- 
ments to other agencies which are performing services connected with AMS 
programs. The estimate also includes estimated increased costs for insurance 
for those employees who, as a result of the pay act, are entitled to additional 
insurance coverage. <A study of payroll records indicated that approximately 
50 percent of AMS employees would be entitled to additional insurance. This 
percentage was applied to the number of employees covered and the result 
multiplied by $3 to obtain increased insurance costs. 

The work under this appropriation is aimed at promoting and strengthening 
the orderly and efficient marketing and effective distribution of agricultural 
products from the Nation’s farmers to consumers. Through marketing research, 
economic and statistical analysis, crop and livestock estimates, market news, 
inspection and grading service, and regulatory activities, the Agricultural Mar- 
keting Service provides agricultural producers, handlers, dealers, and others 
essential tools required to carry on this vast enterprise. Each year, farm organ- 
izations, farmers, consumers, Research Advisory Committees, and other public 
and private agencies increase their demands for work under these programs. 
However, these demands are always in excess of the program levels which can 
be provided with available funds. Additional appropriations have been requested 
and some additional funds have been provided in recent years. However, these 
amounts have provided for only minimum essential costs or for specific projects 
or activities such as for the new mandatory poultry inspection program. 

Coupled with the ever-increasing demands for marketing work are the cumu- 
lative effects of the unceasing upward trend in costs of providing the services. 
The pinch is being sharply felt. All savings that can be realized from increased 
efficiency and improved operations have been and must continue to be used in 
an effort to maintain present program levels. Examples of these increased costs 
are the substantial rises in travel and per diem expenses, rent charges, equipment, 
and supplies. In the area of crop and livestock estimates and market news, 
higher costs of paper, printing and duplicating have placed a severe strain on 
administrative ingenuity to avoid a downward adjustment in program opera- 
tions. In fiscal year 1959, the cost situation will be further complicated by the 
fact that every activity will be forced to absorb the cost of retirement for one 
additional pay period. 

Any additional absorption of pay costs beyond that reflected would result in 
the curtailment or elimination of a number of existing research and statistical 
activities and marketing services. These would include research work directed 
toward. reducing product losses and marketing costs, expanding marketing outlets, 
and increasing the efficiency of resource uses in marketing; elimination or less 
frequent issuance of situation and outlook reports and crop and livestock esti 
mates renorts ; curtailment of market news service at specific points or for specific 
commo‘tities: curtailment of mandatory inspection and grading work provided 
under the Poultry Products Inspection Act, the U.S. Grain Standards Act, the 
Tobacco Inspection Act and the cotton acts: and contraction of regulatory activ- 
ities under the Federal Seed Act, Packers and Stockyards Act, and the U.S. Ware- 
house Act. 

As a further consequence, additional absorntion would prevent full implementa- 
tion or continuation of certain of the urgently needed new work for which 
additional funds were apnronvriated for use in 1959. These were specifically 
earmarked or recommended by the Congress in providing funds for AMS oper- 
ations during this fiscal year. For examnle. $100.000 is to be used to extend the 
quarterly cattle-on-feed reports to additional States; $42,000 is provided for 
extending wholesale meat reports and market news services; and $20,000 is to 
be used to strengthen wool standardization and grading work. 

Elimination or curtailment of existing research and service activities, or failure 
to initiete in 1959 the new work listed above would seriously affect agricultural 
marketing work performed by AMS. 

(2) Increased postage costs resulting from increased rates provided in Public 
Law 85-426 and made effective August 1, 1958. 
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The increased mailing costs for AMS were computed by applying the rate 
increase to 1958 usage and costs by organizational unit modified by known factorg 
such as the effecti:e date of the new postal rates and the planned level of program 
operations. The usage planned for 1959 was generally projected at 1958 levels 
except for mailing attributable to new services being inaugurated in this fisca] 
year for cattle-on-feed reports in eight States, livestock market news service in 
four States and wholesale meat reports in two States. 

This method was used rather than proceeding on the basis of the 3314 percent 
increase for general agency use recommended by the Post Office Department 
because AMS mailings do not fit the general working pattern applicable to the 
average agency. 

Over 88 percent of AMS mailings involve divisions which are responsible for 
earrying out the crop and livestock estimating and market news services, 
Another 7 percent is applicable to the cotton classing program which includes 
such major mailing items as the mailing of cotton classing tags and payment 
of postage due on cotton samples. The great bulk of mailings related to these 
services represent third-class mail, which has been adjusted upward from 2 to 8 
cents for the first 2 ounces, or a basic increase of 50 percent. In view of the heavy 
preponderance in AMS of this type of mail, it was therefore deemed imperative 
that the 50-percent increase be applied to an appropriate percentage of estimated 
1959 mailing costs for AMS. 

Further absorption of increased penalty mail costs could not be accomplished 
in AMS without disruption or curtailment of the important marketing work of 
collecting and disseminating crop and livestock estimates, and timely, up-to- 
date market news reports on supplies, movement, prices, etc., and of supplying 
the cotton classing services to farmer members of cotton improvement groups, 
The explanations justifying the requests for increased pay costs are equally 
applicable in the case of increased penalty mail costs- These are essential sery- 
ices to agriculture. Any reduction in the present program level brought on by 
further absorption of mailing costs—costs which figure substantially in the 
budgets of the organizations responsible for maintaining these services—would 
result in disruption or curtailment of needed marketing work. 

(3) Increased contract costs for the leased wire service, an integral part of 
the market news service. 

The need for additional funds arises from the fact that effective December 2, 
1958, the Federal Communications Commission authorized an increase in private 
line teletype rates. These higher rates result in an increase of about 18 per- 
cent in the annual cost of the leased wire contract of the Agricultural Market- 
ing Service. The amount requested herein represents the estimated increased 
cost of the contract for the period December 2, 1958, to June 30, 1959. 

The leased teletype system of market news service consists of about 13,000 
miles of leased wire linking 128 field stations. It provides the most economical 
means for the required rapid transmission of the market data among the 
terminal markets and country shipping points where business transactions on 
all major agricultural commodities are consummated. 

Since the increased cost of the leased wire could not be met within currently 
available funds, the overall market news service wou'd have to be curtailed. 
Several field stations would have to be closed and the reporting service dis- 
continued from these areas. This would weaken the entire service because of 
the fact that interchange of information between as many stations as possible 
as rapidly as possible makes the reports most meaningful and most useful. 

The leased wire system is the core of the service and, as such, must be 
maintained as a Federal responsibility. This is in accordance with the princi- 
ples of financing contained in the congressionally approved program for develop- 
ment of the market news service in cooperation with the States. Esch vear 
the States, in the aggregate, have been increasing their contributions under 
the plan. Therefore, any weakening in the fulfillment of the Federal respon- 
sibility would have an undesirable impact on Federal-State cooperative rela- 
tionships. 

Inasmuch as the first notice of pending rate increases was received in August 
1958 and since the new rates were not definitely established until November 25, 
1958, the increase could not have been included in the regular budget submission 
for fiscal year 1959. 

(4) Compulsory poultry inspection service under the Poultry Products In- 
spection Act. 

(Justifieation deleted, since this item is not being appealed.) 
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ComMMopDITY STABILIZATION SERVICE 
(H. Doc. 58) 
Acreage allotments and marketing quotas 


Adininistrative expense limitation: 


ATE CERTE OIC LOTR. “RIC ne ee nn cieeeieetieaemicinonaben $6, 380, 100 
Proposed increase in limitation, J950__..._._. .. -...._......_....-_- +506, 200 
INO” DE NDSU EO TOON eal orca vermis arecinn eremeemreticasvacinnnl 6, 886, 300 


PROPOSED LANGUAGE 


“The limitation under this head in the Department of Agriculture and Farm 
Iredit Administration Appropriation Act, 1959, on the amount which shall be 
transferred to the appropriation account ‘Administrative expenses, section 392, 
Agricultural Adjustment Act of 1938’, is inereased from ‘$6,380,100’ to 
‘$6,886,800'.” 

EXPLANATION OF LANGUAGE 


The proposed provision is to authorize transfer of an additional $492,700 to 
the appropriation account “Administrative expenses, section 392, Agricultural 
Adjustment Act of 1938,” for increased pay costs under Public Law 85-462 and 
$13,500 for revised postal rates pursuant to Public Law 85-426. No increase in 
appropriation is required. 


PURPOSE AND NEED FOR INCREASE IN LIMITATION 


Activities under this appropriation.—This appropriation provides funds to 
carry out acreage allotment and marketing quota programs authorized by title 
Ill of the Agricultural Adjustment Act of 1938, as amended. These programs 
are designed to keep the production of the basic commodities—tobacco, peanuts, 
wheat, cotton, and rice—in line with demand, in order to give each farmer a fair 
share of the available market and total production required. Corn farmers in 
November 1958 voted in favor of elimination of corn acreage allotments begin- 
ning with the 1959 crop. 

Acreage allotments, when necessary, are established at national, State, and 
county levels (only at State level in the case of tobacco). In general, the acre- 
age allotted to any county is apportioned by farmer-elected county committeemen. 
National marketing quotas must be proclaimed whenever the total supply for 
the basic commodities, except corn, reaches a level specified in the Agricultural 
Adjustment Act of 1988, as amended. However, quotas do not become effective 
unless approved by two-thirds of those voting in a farmer referendum. 

Compliance with acreage allotments and marketing quotas, when they are in 
effect, has been a requirement for eligibility for price support under the pro- 
visions of the Agricultural Act of 1949. Also, excess marketing of commodities 
which are under quotas is subject to penalties. Local administration of allot- 
ments and quotas is carried out by State and county agricultural stabilization 
and conservation (ASC) committees. 

Need for increase in limitation.—The administrative expense limitation ap- 
plicable to “acreage allotments and marketing quotas” in the Department of 
Agriculture and Farm Credit Administration Appropriation Act, 1959, was 
based on salary scales and postal rates in effect prior to enactment of Public 
Law 85-426, which raised postal rates, and Public Law 85-462 which increased 
employee salaries. An increase of $506,200 in the administrative expense 
limitation is therefore required to provide for the increased costs resulting 
from enactment of Public Law 85-426 and Public Law 85-462. The proposed 
increase in the administrative expense limitation will make it possible to absorb 
the increased costs without the appropriation of additional funds. 

The increase of $492,700 consists of $459,648 for salaries, $29,956 for the 
Government’s contribution to the retirement fund, and $3,096 for the Govern- 
ment’s contribution under the Federal Employees’ Group Life Insurance Act 
and the Federal Insurance Contributions Act (Social Security). The increased 
requirements are to cover these increased costs for approximately 810 man-years. 

The estimate of increased pay costs is 10.32 percent of the estimated obliga- 
tions (at the old rates) to be incurred in the fiscal year 1959 for personal 
services; 6.5 percent of the increased salary costs for the Government’s con- 
tribution” to the retirement fund; 0.5 percent for the Government’s contribution 
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under the Federal Employees’ Group Life Insurance Act; and 0.1 percent for 


the Government’s contribution under the Federal Insurance Contributions Act 
(Social Security). 


The estimate of $13,500 for increased postal costs is based on obligations in- 
curred under this appropriation at the old rates in 1958 plus 33.3 percent. 


OFFICE OF INFORMATION 
(H. Doe. 58) 


Salaries and expenses, 1959 


as Bs echesecilen h pacatteee etlon ionic wks neon $1, 359, 265 
SPURNED One Ree 1. BO ie os oak bh tie ete eer ein nenee nee 987, 171 
RRR OR Th1 RN o3gn c ath iacnniembancindibe anne 637, 054 

ee estmate mext fecal JoOar.. 25. i oes 1, 431, 665 

Request (by transfer from other funds available to the Department) — 77, 000 

Employment: 

Average number current appropriation_________--_______-_--_---_--- 120 
Average number involved this estimate_________________-_-_-___--_~- 0 
Actual employment Jan. 31, 1959___.________--- ace ee At BE alg 120 


PROPOSED LANGUAGE 


For an additional amount for “Salaries and expenses,” $77,000, to be derived 
by transfer from the appropriation for “Conservation reserve program,” fiscal 
year 1959. 


EXPLANATION OF LANGUAGE 


This proposed transfer is to provide $59,000 for financing increased pay costs 
resulting from Public Law 85-462 and $18,000 for increased postal costs result- 
ing from Public Law 85-426, which cannot be absorbed within this appropriation. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation—This appropriation item finances the 
administrative expenses of the Office of Information which has general direction 
and supervision of all publications and other information policies and activities 
of the Department including the final review, illustrating, printing, and dis- 
tribution of publications, clearance and release of press, radio, television, and 
magazine materials, maintenance of central files of news and general illustration- 
type photographs; and the preparation and distribution of exhibits and motion pic- 
tures. The Office also publishes the Yearbook of Agriculture, the annual report of 
the Secretary of Agriculture, the Department directory, the Department list of 
publications; handles the details of distributing farmers’ bulletins allotted to 
Members of Congress; and services letter and telephone requests for general in- 
formation received in the Department. 

This appropriation item also finances the postal costs of all USDA agencies’ 
periodicals, publications, and bulletins that are mailed from the Government 
Printing Office by the Superintendent of Documents. These mailings represent 
about 50 percent of the total postal costs to the Office of Information. In addi- 
tion to the regular Office of Information mailings, this appropriation item also 
finances the mailing costs of press summaries and special information materials 
covering activities of all agencies of the Department. 


Need for supplemental funds 


Increased pay costs, 1959.—The total increase in pay costs in 1959, amounting 
to $68,800 was estimated at 10 percent of the amounts needed for personal serv- 
ices in 1959 at old salary rates, excluding ungraded positions and increasing this 
amount by 6% percent for the added retirement costs. Of this amount, $9,800 
may be absorbed by administrative action within the Office of Information. 
Therefore, a total of $59,000 is needed to meet the additional cost in 1959 of in- 
creased pay. It would not be possible to absorb any more of the nay increase 
costs without seriously affecting the supply of publications available for distri- 
bution by Members of Congress and this Department, and the filling of requests 
received by this Department. 
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Increased postal costs, 1959—The cost of mailings by the Office of Informa- 
tion was increased by approximately one-third, effective in the fiscal year 1959, 
by the general increase in postal rates provided by Public Law 85-426. The 
total increase, amounting to $20,263, was estimated at one-third of the actual 
costs for fiscal year 1958. Of this amount, $2,263 may be absorbed by adminis- 
trative action within the Office of Information. Therefore, a total of $18,000 is 
needed in 1959 to meet the additional costs of increased postal rates. It would 
not be possible to absorb any more of the postal increase costs without seriously 
affecting the servicing of requests for information and publications both from 
Members of Congress and the general public. 

The major portion of this appropriation is for the editing, printing, and dis- 
tribution of farmers’ bulletins, the Agriculture Yearbook, and other publications, 
most of which are distributed through Members of Congress. Funds for these 
activities are already obligated or committed for the remainder of the year. 


Forest SERVICE 


(H. Doc. 58) 
Forest protection and utilization, 1959 
Inna MGC CS MN ae ae cet easier al $103, 505, 000 
aeeitione: G0" 900, On, 30Ge aamcnin eeee 
mapenditares ‘to Dec: Ol, WHS un oe a ee eh $57, 245, 837 
Budect estimate next flecal yObr. i225. 2.52 $104, 150, 000 
hat ia al Mk Gia cael plveh cndop toh enetitinheahttion enn ition $13, 932, 200 
peer GUROMIIBNORAS. Le UC USE te eo el ae ace $8, 500, 000 
RNIN sac cercesccstsaue archer afasdnagetgideais pac ates bs oes ie nteasiesaie eee $5, 482, 200 
Employment: 
Average number current appropriation___.________-____-___-__ 12, 254 
Average number involved this estimate__________-_______--__ 762 
mecuat cmploymont Dec:'Si; 2MGGi.2. 220 5 Le 11, 267 


PROPOSED LANGUAGE 


For an additional amount for “Forest protection and utilization,” as follows: 

“Forest land management,” $12,826,000 of which $5,432,200 shall be derived by 
transfer from the appropriation for “Conservation reserve program,” fiscal 
year 1959; 

“Forest research,” $1,003,400 ; and 

“State and private forestry cooperation,” $102,800. 


EXPLANATION OF LANGUAGE 


This language is recommended to provide a proposed supplemental appropria- 
tion of $8,500,000 for fighting forest fires and a proposed transfer of $5,482,200 to 
cover the cost of pay increases under Public Law 85-462. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation 


The Forest Service carries on three primary functions: (1) Protection, de- 
velopment, and use of about 181 million acres of land in national forests in the 
United States and Puerto Rico; and management of land utilization projects 
covering about 4.7 million acres; (2) cooperation with States and private forest 
landowners to obtain better fire protection on approximately 435 million acres 
of forest lands and better forest practices on about 345 million acres of privately 
owned commercial timberlands, to encourge reforestation and stimulate develop- 
ment and management of State, county, and community forests; and (3) re 
search for all public and private forest lands and related ranges to improve pro- 
tection from fire, insects, and diseases; to increase production of timber, forage, 
water, and other products; to develop better utilization and marketing of forest 
products; and to maintain a current inventory of forest resources through a na- 
tionwide forest survey. 
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Justification for supplemental estimate, fiscal year 1959, for ‘Forest protection and 
utilization, Forest Service’’ 





| 
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Appropria- sd Estimate, | Revised 
tion, 1959 program 1959 pay estimate, 
act costs | 1959 
ote Pees eh AR aed tcoatesl al eehes 
Forest protection and utilization: Forest land 
management: | 
National forest protection and management_| $63,817,100 |........------ $4, 077, 300 $67, 894, 400 
Fightine forest fires . ....~..--...:...-.s.-- 5, 000, 000 oe 13, 500, 000 
Insect and disease contro] _.............-- CEE boos. onsnnaee a 248, 700 | 6, 608, 600 
Acquisition of lands, Weeks Act __.......-.- 200, 600}... ...-...- a gti Mbit = 100, 000 
Subtotal, Forest land management.......| ! 75, 277, 000 8, 500, 000 4, 326, 000 | 88, 103, 000 
Sn allan rin la le ne i SUED Voccccccaceoccn 1,0°3 400 | 16, 526, 400 
State and private forestry cooperation _-_-- PE POO Biisecdcnccctane 102, 800 | 12, 807, 800 
a a a a eae 103, 505, 000 8, 500, 000 5, 432, 200 117, 437, 200 








1 Includes transfer of $155,000 from ‘‘Forest research” and $15,000 from ‘‘State and private forestry coopera- 
tion’’ to the “Forest land management’”’ subappropriation for use on pest control projects in fiseal year 1959 


(1) Increase of $8,500,000 for fighting forest fires 


The following tabulation and narrative statement present factual information 
on forest firefighting obligations and estimates pertaining to national forests in 
fiscal year 1959: 


Obligations in 1958 reimbursed from the 1959 appropriation______-_- $550, 369 
ieee 2rom July 1 to Dec, £1, 1968............... ~~~ id 11, 478, 260 
Estimated requirements Jan. 1 to June 30, 1959________________-__- 1, 476, 371 
Total for period July 1, 1958, to June 30, 1959________-_____-_ 13, 500, 000 
Less amount available from fiscal year 1959 appropriation_______-_ —5, 000, 000 
In a a ccm 8, 500, 000 


Comparison with estimate in the 1960 budget 


The estimate in the 1960 budget submission to Congress is $7,500,000 com- 
pared with the present estimate of $8,500,000. The addition $1 million results 
from extremely high fire danger in California, and particularly southern Cali- 
fornia, during November and December 1958. This was the driest such period 
in 108 years for southern California. Lack of moisture, low humidities, and 
high winds created extreme fire danger requiring emergency manning of fire 
protection personnel. Many fires occurred in which burned acreage and cost of 
control were low. However, the Stewart fire, near San Diego, Calif., which 
started on December 14, burned more than 61,000 acres, of which about 36,000 
acres were national forest land. This fire required about 1,800 firefighters with 
heavy complements of equipment and: high cost of final control. 

Had the fire season been more normal in southern California, without large 
costly fires, the original estimate of $7,500,000 might have been sufficient. In 
view of actual developments, however, a total supplemental of $8,500,000 is 
required to provide a reasonable amount for emergency firefighting during the 
period January 1 to June 30, 1959. 


Estimate for the January 1 to June 30, 1959, fire season 


Recent history of fire occurrence shows an expectancy of about 3,000 fires 
during the last 6 months of the fiscal year. Suppression of these fires will re- 
quire the use of many firefighters to construct approximately 1,000 miles of 
fireline, particularly in such critical areas as the Southeast, Arizona, and New 
Mexico. 

Obligations during this 6-month period for the past 5 years have been as 
follows: 


Fiscal year: Obligations 
lal i EE Bl es aie or te th ee ahs add $1, 657, 123 
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While the 5-year average is about $1.9 million, this includes a low of $1.3 
nillion and a high of $2.8 million. The estimated obligations for the period 
January 1, to June 30, 1959, of $1,476,371 are slightly below the average for 
4 years when the high year of $2.8 million is excluded. This is judged to be 
a conservative figure and the final obligations for the period may vary depend- 
ing on fire weather conditions during the spring and early summer. 


A. Fire control summary for fiscal year 1959 

The need to spend the estimated $13,500,000 during fiscal year 1959 was dic- 
tated by extreme fire danger, increasing costs of doing business, and high 
potential of costly damage by fire. 

1. Large fires are costly—Comparatively few fires each year escape early 
control and spread to large size. These few, however, are the fires that cause 
great damage and require large sums of money to suppress. Examples of 
such fires in fiscal year 1959 are: 

(a) The Stewart fire on the Cleveland National Forest in southern Cali- 
fornia started December 14, on a day of extremely high fire danger. The fire 
was not controlled until the evening of December 19, and burned 36,000 acres 
of national forest and 25,000 acres of land protected by the State. Maximum 
forces mobilized on the Forest Service portion of the fire included 1,095 civilians, 
720 Navy and Marine Corps, 32 bulldozers, 32 tank trucks, and 10 aircraft. 
Estimated cost to control, $500,000. 

(b) The Monrovia fire on the Angeles National Forest started at 3:30 p.m., 
October 2, and was controlled October 8. It burned 12,640 acres national 
forest and 2,129 acres of other lands. Watershed damage is estimated at $10 
nillion. It required 635 men, 17 tank trucks, and 4 air tankers to suppress. 
Total suppression cost, $500,000. 

(c) The Monkey fire on the San Bernardino National Forest started at 12:30 
pm., July 8. It was one of three fires on that forest of more than 300 acres 
which started within a 3-hour period. Peak employment on the Monkey fire: 
i16 firefighters; area burned, 615 acres; time to control, 101 hours; fire de 
dared out, July 29. Cost, $175,000. 

(d) The Soap Creek fire on the Boise National Forest in Idaho started by 
lightning August 12. It was controlled August 14 after burning 800 acres. 
About 500 firefighters were employed. Suppression cost, $51,750. 

(e) The Found Creek fire on the Mount Baker National Forest in Washing- 
ton started by lightning in a rugged inaccessible area. It was discovered August 
144 and controlled August 31. A maximum of 312 firefighters were employed. 
Four helicopters were used on 950 flights carrying firefighters and 3,400 pounds 
of airfreight. Estimated savings by use of helicopters, $45,000. Suppression 
cost, $219,822. 

2. Fire danger above average.—All western regions of the Forest Service had 
average to extremely high fire danger with longer seasons than normal. The 
eastern regions had about normal fall burning conditions. 

The severe drought of the past several years in southern California continued 
through 1958 with extremely low humidities resulting in lower fuel moistures. 
In the San Francisco Bay area all-time heat records were broken in December 
and at the same time rainfall since July at various weather stations was only 
1to 14 percent of normal. 

Utah and all of the Great Basin area had a severe fire season with low rainfall 
and many days of low humidities. In Oregon and Washington the 1958 fire sea- 
wn is classed as one of the hottest on record and the most severe since 1951-52. 
In western Oregon the mid-September-October period was in some respects the 
most severe since 1936. Northern Washington forests were more critical than 
those farther south, it being the driest season ever recorded on the Mount 
Baker National Forest. This trend extended into the Province of British 
Columbia in Canada, which had one of its most disastrous seasons. The season 
insoutheastern Alaska was one of the driest on record. 

8. More fires and less area burned. 

There were 11,050 fires in 1958 compared with 7,195 fires in 1957 and a 5-year 
average of 9,787. Lightning fire occurrence for calendar year 1958 was the third 
greatest during the past 25 years and exceeded the 5-year average by 33 percent. 
Although the fire season was more severe than average, the man-caused fires 
did not greatly exceed the record low number for 1957. A definite downward 
ttend in man-caused fires is noted when comparing the 1949-53 average of 5,900 





_ fires with the 1954-58 average of 4,500. This significant decrease is due, for the 
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most part, to extensive fire prevention programs such as the national cooperative 
forest fire prevention campaign (Smokey Bear), “Keep Green organizations, ang 
the increased emphasis on prevention by the Forest Service and other protectiug 
agencies throughout the country. : 

The area burned in calendar year 1958 was approximately 120,000 acres com- 
pared to 141,191 acres burned in 1957, a fire season of lesser potential, and a 
5-year average burn of 244,125 acres. Part of this favorable record can be 
attributed to a less than average number of man-caused fires, and part to more 
use of mechanized attack, including aircraft. Fire-control costs were up, but an 
outstanding record was made in holding burned area and potential damage to a 
minimum. ; 

4. Forest values increasing.—Potential losses from fire go up as timber and 
other forest resources continue to increase in value. In many States the timber 
on some lands is valued at more than $2,000 per acre. 

Watershed values vary greatly nationwide. Water is practically priceless in 
many interior parts of the country and in southern California. Watershed cover 
in the mountains of southern California is valued at about $1,000 per acre. 

Some losses from fire can be measured in monetary terms, but many more 
cannot. Demands on the national forests continue to grow with increasing 
population. Loss from fire becomes more severe and less tolerable as resource 
use becomes more intensive. 

Over 10,000 cubic yards of topsoil and debris were loosened and washed down- 
stream by a shower July 29 on a 90-acre watershed that burned July 8 during 
the Monkey fire on the San Bernardino National Forest in southern California, 
The debris closed a main highway and damaged several cars. Long-range dam- 
age cannot be accurately calculated but is known to be great. When areas burn 
that are subject to erosion, and also are adjacent to metropolitan areas or high 
value agricultural lands, resulting flood damage can be tremendous. 

5. Emergency manning required.—The basic or “regular” fire organization is 
planned to meet most protection needs in a normal tire season with average fire 
danger. This organization is financed by the “National forest protection and 
management” activity. “Fighting forest fire’ funds are used to finance the extra 
forces and facilities used to suppress fires and to strengthen the regular force 
temporarily during periods when high fire danger creates emergency conditions 
and for overtime work on the basic or “regular” fire organization. 

Emergency conditions develop when fire danger exceeds the predetermined 
average for which the basic fire organization is planned. Fire danger can be- 
come critical during, preceding, or following the normal fire season on any day 
or series of days and may extend for several weeks in some localities. In 
easier years few emergency periods develop; in critical years, they occur more 
frequently and for longer duration. Because they occur irregularly and often 
eannot be foreseen very far in advance, the most economical management re 
quires orderly planned emergency buildup in forces on a temporary basis. The 
system developed for emergency manning assures sizable savings in public ex- 
penditures. During relatively easy seasons which usually occur in one or more 
regions of the country each year, costs are held down by not manning for peak 
loads. In bad fire years, savings are made by having available strong forces 
which attack and control fast-spreading fires while they are small. Due to the 
severity of the 1958 fire season, costs for emergency manning were high. 

6. Modern methods save resources but cost money—The Quimby Creek fire on 
the Shasta-Trinity National Forest in central California is a good example of the 
effectiveness but high cost of modern methods. It was started by lightning 
the evening of August 23. Within 2 hours 4 smoke jumpers were on the fire line; 
by midnight 2 crew bosses and 10 additional firefighters had arrived by truck and 
foot. Early the following morning eight planeloads of fire retardant, totaling 
4,100 gallons, were dropped on the fire. A bulldozer constructed one-half mile 
of road to gain access for tank trucks. Although only 9 acres were burned the 
suppression cost was $11,720. 

For comparison, a fire that started close to the same place in 1926 required 
22% hours to reach and 31 days to control; 3,880 acres were burned and costs 
were $6,000 for suppression. 

The Monkey fire although relatively small (615 acres) was costly. Its ise 
lated location and the rugged terrain prevented use of ground equipment, such 
as bulldozers and tank trucks. Air-tanker use cost $17,516, which included fire 
retardant, mixing, and hire of aircraft. Helicopters cost an additional $10,202 
for ferrying men and supplies, reconnaissance, and patrol. Air attack was 16 





ey; 


wae Swe OSs ear 


ss 


RPeezwmeaect> 


=| &@. Ses Ba aa 


Ze yr 


gna = so 


Srna Ss > eS BSB 


of7t Yor 








ive 
ind 
100 


om- 
la 


ore 
0a 
and 
ber 


s in 
Ver 


ore 
sing 
irce 


Wnh- 
ring 


ams 
urn 


nigh 
n is 


and 
xtra 
orce 
ions 


ined 


day 
In 
more 
ften 
t re 


> @X- 
more 


ores 
) the 


re on 
f the 
tning 
line; 
cand 
aling 


mile 
d the 


uired 
costs 


3 iso- 
d fire 


(0,202 
as 16 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 95 


nt of the total cost of control. Without it the acreage burned, suppression 
costs, and damage would have been far higher. 

During the 1958 fire season “air tankers” applied 67,000 gallons of water and 
1,410,000 gallons of fire-retardant mixture on 320 fires. This was nearly three 
times the amount cascaded in 1957 on over three times as many fires. Results 
of this use are being thoroughly analyzed. It is believed that the use of fire 
retardants has been a large factor in reduction of area burned during the past 
two seasons. 

The greater strength of attack through the use of aircraft, bulldozers, plows, 
tank trucks, and other mechanized equipment has prevented many small fires 
from becoming large during critical fire weather. 


B. Progress in fire control 


Continued aggressive efforts to improve financial management and increase 
operating efficiencies through development of better procedures and skills are 
being exerted to help offset the trends toward higher costs. 

1. National fire planning—The purpose of this program is to reanalyze the 
forest-fire-protection system, unit by unit, nationwide. It is planned to scien- 
tifically restudy fire control based on up-to-date findings of research, new tech- 
niques, equipment, and present-day forest values. It will provide uniform nation- 
wide fire-control performance standards to meet current resource management 
objectives. The result should be the best integrated system of equipment, man- 
power, methods, and facilities needed to meet these standards under varying 
eonditions of fuel, weather, and topography. It will provide a more accurate 
measure of performance among fire-control units and a basis for equitable dis 
tribution of appropriations to forest regions and national forests. 

2. Better firefighting equipment.—A number of important studies are in prog- 
ress to increase the effectiveness of equipment in fire control, varying from hand 
tools to aircraft. Such items as disposable flashlights, dry batteries, improved 
safety hats, and protective clothing, and fireline trenchers, are currently being 
tested and improved for fire use. Air-tanker use is receiving continued study in 
California, the Northwest, and Southwest. Air tankers are being tested under 
jocal conditions in the Lake States, the Northeast, and the South. 

A fully equipped helicopter organization for initial attack is being tried on the 
Selway-Bitterroot area in Montana. 


(. Cooperators gave valuable aid 


The military services provided valuable cooperation on many fires, with man- 
power, aircraft, and ground equipment. 

Mutual aid arrangements with neighboring protection agencies were effective 
in many places. State, county, city, and Forest Service units worked closely 
ad often jointly on the fire problem. Many of the major fires were fought 
by the combined efforts of all these agencies. 


D. High price in lives lost 


Thirteen lives were lost on fires. California, three men killed on three separate 
fires. One man lost his life when struck by lightning. Five men, all pilots, 
lost their lives in airplane crashes during aerial tanker operations on three 
separate fires. 

Washington, four men were killed in an airplane crash on a cargo-dropping 
nission. 

All possible effort is being directed toward more effective accident-prevention 
measures in this hazardous work. 

History of appropriations for fighting forest fires 

From 1916 through 1950, the Congress appropriated each year in the regular 
Appropriations Act a token amount for fighting forest fires which was supple- 
mented to the extent required to reimburse actual expenditures by a supple- 
mental appropriation made after the summer and fall firefighting costs were 
mown. During most of this period current year appropriations were made 
ayailable to meet prior-year obligations when necessary. 

Beginning in fiscal year 1951 and continuing through 1959, Congress appro- 
priated amounts varying from $6 million to $5 million in the regular annual 
Appropriation Act for fighting forest fires. Effective with fiscal year 1958, 
the entire amount available was reserved for emergencies to be apportioned 
for use only to the extent necessary to meet emergency conditions. The pro- 
Vision making the current year appropriation available to meet prior year 
obligations when necessary was continued. 


88932—59——_7 
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The following table shows the status of fighting forest fires appropriations 
during the period 1951-59: 





Obligations in 
excess of ap- 
Arount of Supplemental propriation 
Fiscal year regular appro- | appropriation covered by 
priation or estimate subsequent 
year’s appro- 
priation 
enh ia pat tciak iincak iphones ie 
i itinicéietntctemenndamebueKnniaeeinnnetndibhnset Ee leccsecnccesnnsee $591, 429 
eae 6, 000, 000 SR, 20D, O08 fh een 
et anak bh at dee penbaapnainipd mak aie EEE Eicrancecnacmeetnloncadcsa ee 
Pcs tacdiddnks cécendtscasudadhiudénvcssictebenseudadsade 6, 000, 000 4, 500, 000 assess 
ake Dianna asthbcbbiehsinahil mcibipsanyhteraiplp asakanpeed DO Mh nddacesrewensinet 348 *87 
I Sa i ea eS hdbiatrtdn-e nn on gh tintin ceed lacadasinnieartninnl 5, 250, 000 5, 259, 000 1, 921, 386 
eek ee 5, 150. 000 6, 800,000 |... . 2-2 
pte tile cca dedcdemebeatanaceebetauinenkwoeséedns 5, 000, 000 3, 850, 000 550, 3¢9 
Bah ohn ddtibbbindedalidecepencdtonnpphioendgpecoddectn 5, 000, 000 8, 500, 000 - 





Situation in fiscal year 1959 


For reasons already explained expenditures in excess of the amount available 
for fiscal year 1959 have been made. These expenditures have been met tempo- 
rarily from other “Forest protection and utilization” appropriations, in accord- 
ance with provisions of law (31 U.S.C. 534). The supplemental estimate of 
$8.500.000 will permit the return of the borrowed funds needed for the purposes 
for which appropriated and will provide $1,476,371 for estimated obligations for 
emergency firefighting during the period January 1 to June 30, 1959. 

(2) Increase of $5,432,200 for pay act increases authorized by the Federal 
Employees Salary Increase Act of 1958 approved June 20, 1958 (Public Law 
85-462). 

Ti e estimate of $5,432,200 will be provided by transfer from the appropriation 
“Conservation reserve program” for fiscal year 1959. The amount requested in- 
cludes all pay act costs in the forest protection and utilization appropriation 
except those for fighting forest fires and minor amounts for insect and disease 
control and are distributed as follows: 


iden deteninaemnpeemcrnnsoperepinee $4, 326, 000 
Neen Te a alah edi esdnnoaneninioereanehtinge 1, 003, 400 
State and private forestry cooperation.___.._.__..----___-..---__.--. 102, 

a ith nik ciate i dled enti deeninieomecenibontionaaeusemnn 5, 432, 200 


Pay act costs in all other appropriations are beint absorbed. For all appro- 
priations, including permanent appropriations and trust funds, pay act costs are 
estimated at $7,586,698. In addition, increased salary costs for wage board 
employees, in fiscal year 1959, are estimated to be $1,598,329 all of which is being 
absorbed. Total increased salary costs therefore are $9,185,027, of which 
$3,752.827 or 40.9 percent is being absorbed. 

Additional absorption of pay act costs cannot he made unless planned pro- 
grams are reduced. There follow separate justification statements for each of 
the three subappropriation items on which pay act costs are being requested. 


Forest land manageemnt 


This covers primarily protection and management of the national forests. Pay 
act costs cannot be absorbed without substantially reducing the level of cur- 
rently planned program activities which would create serious public impacts. 
Funds now available for protection and administration of the national forests 
are urgently needed to cover existing iob loads. The use of the national forests 
is ince»sine each year, requiring additional personnel to handle increased job- 
loads. To absorb pay act costs wovld require curtailment in activities such as 
timber sales, fire protection, recreation-public use, range resource management, 
soil and water projects, and other important management and development work 
on the national forests. To curtail this work now would be inconsistent with 
(1) the increases provided in 1958 and 1959 to strengthen these programs and (2) 
the increase for administration of timber sales being requested in the 1960 
budget estimates. 
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Pay act costs cannot be absorbed within currently available funds and the 
additional funds are urgently needed because the national forests are being 
utilized and managed more intensively than ever. This expansion requires 
increased manpower facilities, equipment, and supplies. This greater intensive 
management is in the best interests of the Nation, both from the immediate gains 
being made by revenue to the Treasury and in the long-term gain which will 
provide increasing products for use by future generations. 


Forest research 


The current rapid intensification of management of forest, range, and water- 
shed lands, and increasing industria] demands for forest products have created 
an urgent need for research in all aspects of forestry. This has been recog- 
nized in recent years by appropriation increases. The legislative history of 
most of these increases includes specific problems to be worked upon. The in- 
ereases for fiscal year 1959 followed this same pattern. ; 

The major portion of the increase for fiscal year 1959 was designated for 


| geeded research facilities at specified locations. The remaining portion of 1959 


increases was directed to recognized problems of broad scope and significance. 
Pay act costs could be absorbed only by termination of entire research 
projects, some of them underway for a period of years, with consequent waste 
of investment, or by failing to start work or construct facilities for which Con- 
gress has appropriated money. Spreading absorption of the pay act costs uni-+ 
formly to all research activities would reduce many operations to inefficient 
levels. Some 75 to 80 percent of research funds are expended on salaries. To 
absorb the pay act costs out of the remainder would reduce many units to 
ineffectiveness. 
Recent history of increases for forestry research is evidence of intent of the 
(Congress to strengthen this activity. It would be inconsistent with this intent 


| topropose that the current program be reduced by absorbing pay act costs. 


State and private forestry cooperation 


Pay act costs for this subappropriation could be absorbed only through a 
combination of the following actions and consequences: 

(a) A reduction in force of Forest Service personnel engaged in administra- 
tim of cooperative programs with States in forest fire control, forest tree plant- 
ing, and forest management and processing under the Clarke-MeNary Act of 
June 7, 1924, and the Cooperative Forest Management Act of August 25. 1950: 
The present administrative staff in the Washington office and the nine regional 
ifices is now the bare minimum required to give proper direction, inspection, and 


| audit to these cooperative programs. Reductions in force would make it impos- 


sible to meet the administrative responsibilities attending these programs. 

(b) Reduction of the matching funds provided to the States for these same 
three cooperative programs: Due to the size and severity of the job facing them, 
it is felt that the States should not be requested to reduce their programs for 
the purpose of absorbing pay act costs relating to the Federal administration of 
the same programs. 

(ec) Reduction in the forest fire prevention (Smokey Bear) program: Com- 
nitments have already been made in this campaign with the National Adver- 
tising Council which cannot be canceled without serious curtailment of the 
tationwide program to prevent forest fires. 

(d) Curtailment of the general forestry assistance activity: The primary 
contribution of the Forest Service to the Department’s program for rehabilita- 
tin of rural undeveloped areas is made through this activity. Any decrease in 
the amount of funds available for it would reduce the Forest Service participa- 
tion and require a reduction of personnel assigned to this work. 


PROPOSED TRANSFERS OF Funds To MEET INCREASED Pay Costs, 1959? 


(H. Doe. No. 90) 


Request : $10,152,905 in transfer authority and $330,000 increase in limitation 
for fiscal year 1959. 
—— 


1Notr.—S 
follo 


ince no appeal for restoration from House actions is being made on the 
Wing agencies, their detailed justifications have been omitted from this insert: 


| Yoreign Agricultural Service, Federal Crop Insurance Corporation, Office of the General 
Counsel, and Office of the Secretary. 
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PURPOSE AND NEED FOR PROPOSED TRANSFERS 


Pursuant to Public Law 85-462, increasing the rates of basic compensation for 
certain officers and employees of the Federal Government, the total increase in 
pay costs under appropriations to the Department of Agriculture is estimated to 
be $36.8 million during the fiscal year 1959. To the maximum extent Possible, 
the increased pay costs will be absorbed through savings to be realized ag a 
result of delays in filling vacancies and other adjustments in administrative 
expenses that can be made without disrupting essential program operations 
(including increases in several administrative expense or transfer limitations), 
Of the total pay costs, it is estimated that $9.7 million, or more than 26 percent, 
can be absorbed within the respective appropriations without the necessity for 
seeking authority to transfer funds from other appropriations of the Depart. 
ment. It is proposed that the balance of $27.1 million be provided by transfers 
from fiscal year 1959 funds already available to the Department. 

Of the total transfers for Pay Act costs requested for 1959, $16,895,843 was 
contained in House Document No. 58, submitted by the President on February 
11, 1959, along with supplemental appropriation requests for specific program 
requirements. 

For the remaining 1959 appropriation items of the Department for which sup. 
plemental funds are needed for pay act costs, proposed language authorizing the 
transfer of funds from the appropriation “Conservation reserve program” ip 
the amount of $10,152,905 is contained in House Document No. 90, transmitted 
by the President on March 2, 1959. An increase of $330,000 in the amount of 
administrative and operating expenses of the Federal Crop Insurance Corpora- 
tion that may be paid from premium income was also proposed in House Doen- 
ment No. 90. Justifications for items included in House Document No. 90 are 
attached. 

LANGUAGE 


Department of Agriculture 


Farmer Cooperative Service: “Salaries and expenses,” $42,000, to be derived 
by transfer from the appropriation for “Conservation reserve program” ; 

Soil Conservation Service: “Conservation operations,” $6,424,000, to be de 
rived by transfer from the appropriation for “Conservation reserve program”; 

Foreign Agricultural Service: “Salaries and expenses,” $257,800, to be derived 
by transfer from the appropriation for “Conservation reserve program” ; 

Commodity Exchange Authority: “Salaries and expenses,” $68,000, to be de- 
rived by transfer from the appropriation for “Conservation reserve program”; 

Federal Crop Insurance Corporation: “Federal Crop Insurance Corporation 
fund” (increase of $330,000 in the limitation upon the amount which may be 
paid from premium income for administrative and operating expenses) : 


Rural Electrification Administration: “Salaries and expenses,” $613,000, to | 
be derived by transfer from the appropriation for “Conservation reserve pro | 


gram” : 
Farmers Home Administration: “Salaries and expenses,” $2,210,500, to be 
derived by transfer from the appropriation for “Conservation reserve program”; 
Office of the General Counsel: “Salaries and. expenses,” $267,500, to be de 
rived by transfer from the appropriation for “Conservation reserve program”; 
Office of the Secretary: “Salaries and expenses,” $207,505, to be derived by 
transfer from the appropriation for “Conservation reserve program”; 
Library: “Salaries and expenses,” $62,600, to be derived by transfer from 
the appropriation for “Conservation reserve program” ; 


EXPLANATION OF LANGUAGE 


The proposed language would provide authorization to transfer a total of 
$10,152,905 from the appropriation for “Conservation reserve program,” fiscal 
year 1959, for the appropriation items listed in House Document No. 90 for 
increased pay costs pursuant to Public Law 85-462. The proposed language 
would also authorize an increase of $330,000 for increased pay costs in the 
amount of administrative and operating expenses of the Federal Crop Insur 
ance Corporation that may be paid from premium income. 
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FARMER COOPERATIVE SERVICE 


Salaries and expenses 


ION, BOI ss arcs to coerce esinntints tesla ines enlace tinted dea eneetnmabicsneren $578, 000 
ON ND Sc si Sah Laake lie witha Sash ahi Spe 42, 000 
TS SOND ) Naira sconoseticien sin ince iih totic bn ements 620, 000 


Activities under this appropriation.—This appropriation finances research, ad- 
yisory and educational work to help improve cooperative operations for the 3 
nillion farmers whu are members of approximately 10,000 marketing, purchasing, 
and business service cooperatives. This work involves problems of organiza- 
tion, financing, management policies, membership understanding, merchandising, 
costs, and efficiency. It is conducted in cooperation with the Extension Service, 
jand-grant colleges, banks for cooperatives, State departments of agriculture and 
other agencies to bring about better understanding and application of sound 
cooperative principles and practices. 

Need for proposed transfer.—The Farmer Cooperative Service has absorbed 
increased postal costs of $3,300 through the reduction of employment and other 
objects of expenditure. The increased pay costs due to Public Law 85-462 are 
estimated to be $47,025 under this appropriation. It will be possible to absorb 
$5,025 (over 10 percent) of the increased pay costs, primarily through delay in 
the filling of vacancies. 

The Service has a small highly trained professional staff conducting the ac- 
tivities authorized under the appropriation. The normal turnover is low, par- 
ticularly of professional personnel, and will not permit absorption of all the in- 
creased pay costs. Activities are conducted by a compact group of professional 
workers organized in commodity or functional branches supported by statistical 
and clerical workers. Additional absorption of pay costs in 1959 would compel 
severe curtailment of professional and supporting personnel, and would seriously 
impair the ability of the Service to maintain established services and meet con- 
stantly increasing demands for work required in the public interest to assist 
farmers and their cooperatives with their acute problems in today’s fast-changing 
economic environment. 

Hence a transfer of $42,000 is proposed to meet the 1959 pay costs which can- 
not be financed from the currently available appropriation. 


Som CONSERVATION SERVICE 


Conservation operations 


anaes inti eam ate ememmeererenienemnnaman antes ieereniveets $74, 780, 000 
Nee oar cers iene ar ain 6, 424, 000 
> Toa eerste eeeseneninnin taiadimpaninniaranonatirdiniaen 81, 204, 000 


Activities under this appropriation.—This appropriation finances the furnish- 
ing of technical assistance, through locally organized soil conservation districts, 
tofarmers and ranchers in the planning and application of sound land uses and 


| proper combinations of soil, water, and plant conservation measures on the agri- 


altural lands of the Nation, to reduce the hazards and damage from soil ero- 
sion and sedimentation. It also finances the soil survey of the Nation’s lands 
in cooperation with the land-grant colleges and other State and Federal agencies, 
the objective of which is to complete the inventory of the land resources of the 
Nation as soon as possible. 

Need for proposed transfer.—In connection with the 1959 appropriation for. 
“Conservation operations,” the following comment was contained in the report 
ofthe House Appropriations Committee, page 18: 

“* * * the committee has increased this appropriation by $2,500,000 to assure 
mifficient technicians to staff existing districts properly and provide technical 
assistance to new districts as they are established. Also, the additional funds 
are provided for adequate technicians to advise and assist in the planning and 
construction work on the 11 major watersheds authorized in 1944, which are 
sill only about 24-percent completed and on the small upstream watershed 


| projects under the pilot program and Public Law 566, 83d Congress.” 


It would be impossible for the Soil Conservation Service to finance the in- 
treased Pay Act costs and still provide for the added technical services needed 
for the new sdil conservation districts and for strengthening the existing staff 
for the purposes enumerated in the report. The staffs servicing soil conservation 
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districts are the main source of trained technicians and aids to staff the ney 
wotershed proiects »s soon as they are approved for operation under Public Law 
566, as amended. Usually the work in watershed projects complements other 
work being performed by the svil conservation Gistricts on individual farms ang 
ranches and often requires an acceleration of the establishment of land treat. 
ment and other conservation measures. This accelerated technical assistance may 


be finenced from funds apnropriated for the watershed work. However, if the 
added pay costs were required to be absorbed within the present level of the “Cop. | 
servation o erations” appronriation it "ould be necessary to reduce st#ff in the | 


existing soil conservation districts. This would result in retarding the estaph 
lishment of conservation vrectices in both this program and the Public Law 56 
watershed program, including the structural measures needed for flood prevep. 


tion anu for other water management purposes, contrary to the intent of the | 


Congress in the enactment of the 1959 appropriation. 


COMMODITY EXCHANGE AUTHORITY 


Salaries and expenses 
Neen en nnn nn nnn ne preresionear retinas mnintemnin dese $832, 000 
Neen ee en cnet teases win nse mengiarenes 68, 000 
Revised estimate, 1959 


Activities under this appropriation.—This appropriation finances the adminis. 
tration of the Commodity E change Act of September 21, 1922, as amended. The 
major objectives of the act are: To prevent commodity price manipulation and 
corners ; prevent dissemination of false and misleading crop and market informa. 
tion affecting commodity prices ; protect hedgers and other users of the commodity 
futures markets against cheating, fraud, and manipulative practices; insure the 
benefits of membership privileges on contract markets to cooperative associations 
of producers; insure trust-fund treatment of margin moneys and equities of 
hedgers and other traders and prevent the misuse of such funds by brokers; and 
provide information to the public regarding trading operations on contract 
markets. 

Need for proposed transfer.—Pay increases resulting from the Pay Act of 1958 
amount to $77,500 for the 1959 fiscal year. Of this amount $9,500 (over 12 
percent) will be absorbed from the 1959 appropriation for the enforcement of the 
Commodity Exchange Act. Since almost 90 percent of the total appropriation is 
for personal services, absorption of the balance of $68,000 would require a reduc- 
tion of approximately 11 employees, at a time when the agency is able to maintain 
the program only at a minimum level of operation. 

Trading activity in the fiscal year 1958 showed an increase of 17.1 percent over 
1940. In fiscal year 1940 CEA has 220 employees as compared to 122 at present, 
Any further curtailment of the enforcement program could result in mere token 
regulation of the futures markets. This could well be worse than no regulation 
at all. It would mean that those who profit by abusive and unlawful practices 
could represent that the public was being protected by virtue of a law, when in 
fact the law was being administered on such a limited basis as to provide little 
or no protection. With active futures markets, cheating and fraud in the han- 
dling of transactions, attempts to manipulate prices, and other unlawful practices 
are, unfortunately, ever present, causing a heavy workload of investigations and 
administrative or judicial proceedings. 

It is therefore essential that CEA retain the minimum of 122 employees, and 
a transfer of the $68,000 required for pay increase costs in 1959 is proposed. 


RURAL ELECTRIFICATION ADMINISTRATION 


Salaries and expenses 


I I i Leech shh sibilities lnciciheiietnnsolneibcicienls $9, 019, 000 
Ie I 5 OO 5 a el ett ibeibalebaed 613, 000 
Cc id ete tehnehiesinciintins 9, 632, 000 


Activities under this appropriation—This appropriation item finances the ad- 
ministrative expenses necessary to the making of loans for the extension of cet 
tral station electric service to unserved rural people and for furnishing and 
improving rural telephone service. Essential loan security activities are carried 
out to provide technical assistance and advice to borrowers so that they can plan 
and conduct their operations in a manner that will insure a financially sound 
basis for repayment of loan funds to the Government. 
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Need for proposed transfer.—The 1959 budget plan for administrative expenses 
of the Rural Electrification Administration restricts expenses to the lowest pos- 
sible level to enable maximum absorption of increased pay costs resulting from 
the Federal Employees Salary Increase Act of 1958. Almost a complete freeze 
his been placed on the filling of vacated positions; only in exceptional cases are 
yacancies filled. This is expected to enable a reduction of 53 permanent’ em- 
ployees during the fiscal year 1959. All other categories of expense are being 
held to minimum essential needs for daily operations. By eliminating all but 
the most essential administrative expenses it is expected that administrative 
obligations can be held to about $9,632,000 for this fiscal year. An analysis of 
all positions shows that $739,350 of this total will be required for increased 
salary costs resulting from the Pay Act. By absorbing $126,350 (over 17 per- 
cent) of the total Pay Act costs within the $9,019,000 presently available, a 
transfer of only $613,000 will be required. 


FARMERS HOME ADMINISTRATION 


Salaries and expenses 


RINE GUM ak allan arch hcencensistdcicidiemeeniiesanrecantbad) anlededhickin ici Ande cicheicnitonets $29, 089, 5 
Seams cieprnRNNCg: 0 UDC es 2 a 2, 210, 500 
I cece 31, 300, 000 





Activities under this appropriation.—This appropriation finances the admin- 
istration of the loan programs of the Farmers Home Administration, including 
reviewing of applications, making, and collecting loans, and providing technical 
assistance and guidance to borrowers. 

Need for proposed transfer.—Pay increases in the fiscal year 1959 required by 
the Public Law 85—462 will total $2,517,000. Absorption of $306,500 (more than 
12 percent) of this amount is being accomplished through deferral of filling of 
yacated positions and curtailment of other administrative expenses wherever 
feasible. The absorption is being applied notwithstanding other increased costs 
which the Farmers Home Administration is required to meet during the fiscal 
year 1959 such as an increased mileage allowance from 7 cents to 8 cents for 
county office employees, reclassification of some positions in accordance with 
established guides, increased rental costs, ete. In order to absorb these added 
costs plus the portion of the Pay Act costs, extremely close control on positions 
and the expenditure of funds for all purposes is being undertaken at all levels of 
operation. Any further absorption would not be in the best interests of the loan 
programs since it would result in less adequate review of applications, reduced 
servicing and collection of outstanding loans, and lessened assistance and guid- 
ance to borrowers. Hence, the proposed transfer of the remaining $2,210,500 to 
meet 1959 Pay Act costs is required to avoid impairment of the credit facilities 
supervised by the Farmers Home Administration. 


LIBRARY 
Salaries and expenses 
I ON rap ah inmate $772, 000 
I a cn ccnmevitveiieslanien 62, 600 
Sr@meennnee, “SOMOS. tee i ed de 834, 600 


Activities under this appropriation—tThis appropriation finances library serv- 
ices to Department of Agriculture personnel, agricultural colleges, universities, 
farmer's, and all research workers in the field of agriculture and the underlying 
physical, chemical, biological, and social sciences. Printed information in many 
languages must be acquired, analyzed, and made available to avoid duplication 
of research efforts and attendant waste of time and money. 

Need for proposed transfer.—The proposed transfer of $62,600 is to provide for 
the increased salary and related costs resulting from Public Law 85-462. 

Current recognition of the importance of national scientific libraries in the 
development of American research has focused attention on existing resources. 
Where once the Department of Agriculture Library was unquestionably the 
world’s greatest repository of printed information in basic agriculture and allied 
sciences, such as chemistry, zoology, botany, entomology, forestry, and veterinary 
hedicine, now the holdings even in American agriculture are incomplete. The 
entire collection is inadequately housed. The shelving situation is acute. A 
backlog of 160,000 volumes await binding and this backlog increases at the rate of 
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5,000 unbound volumes each year. Purchases of current books and journals are 
inadequate; prices of scientific publications have increased far beyond the ]j. 
brary’s present buying power. Many publications received as gifts are put in 
storage due to lack of staff to catalog them. 

To absorb any of these pay costs within the 1959 appropriation would impair 
essential library services. 


GENERAL STATEMENT 


Chairman Haypen. Mr. Grant, the Budget Officer from the De- 
partment of Agriculture is here and has a brief statement to make 
to the committee. 

Mr. Grant. Thank you, Mr. Chairman. 

In the interest of saving the committee’s time I might briefly sum- 
marize the situation with respect to the Department of Agriculture, 
The budget estimates in House Document No. 58, which included 
the items in title I of the House bill, and House Document No, 90, 
reflected in title II of the bill, total $1,345,980,811 in appropriations, 
$28,170,575 in transfers from other appropriations within the Depart- 
ment, and $6,408,900 for increases in limitations. 

These latter two categories are proposed only for the increased pay 
and postage costs. The House, in passing the bill, made reductions 
of $1,269,200 in appropriations, $2,141,633 in transfers, and $612,800 
in proposed increases in limitations. 

The Department has carefully reviewed this whole matter, and is 
requesting Senate restoration of $643,200 in appropriations, $1.7 mil- 
lion in transfers, and $49,300 in increases in limitations. 

This is set forth in detail in the Department’s letter of April 1, 
1959, to the committee. 

With respect. to the increased pay costs, the total costs under appro- 
priations to the Department was $36.8 million. Of this total, $5.4 
million was reflected as an absorption in the budget estimates. 

In other words, when the budget estimates were submitted they 
already reflected an absorption of over 14 percent. When you take 
into consideration the proposed increases in limitations to meet. pay 
and postage costs, the total absorption against the present appro- 
priations is $9.7 million, or 26 percent within funds presently ap- 
propriated. 


EFFECT OF HOUSE ACTION 


Therefore, the House action in making a further reduction of 10 
percent creates in certain instances serious problems for the Depart- 
ment for the remainder of the fiscal year. We have reviewed the 
situation carefully and are making further absorptions of $450,000 
which will reduce the proposed transfers. ' 

Some of these further absorptions result from savings accrued 
from delays in filling vacant positions. An example of this is the 
item for meat inspection, for which, with the amount provided by the 
House bill, we can carry out adequately the inspection service for 
the remainder of the year. 

For the remaining items, we are requesting Senate restoration as set 
forth in detail in the Department’s letter. Since more than three 
fourths of the year has passed, the further absorption that would be 
required under the House bill would have adverse effects on the vari- 
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ous programs for this year, especially since the active field season for 
many of the Department’s programs is just now getting underway, 
or will be underway very soon. 

I believe this summarizes, Mr. Chairman, the situation with respect 
to increased pay costs. We have present a representative from each 
of the agencies concerned in the event there are any questions. 

Chairman Haypen. Thank you for your statement. 

Senator Russell is present and I will ask him to question the wit- 
nesses. 

REIMBURSEMENT TO CCC 


Senator Russetx. That $1.3 billion is for the Commodity Credit 
Corporation ? 

Mr. Grant. That is correct. That covers the items for reimburse- 
ment to the Commodity Credit Corporation for programs which the 
Corporation carried out under existing laws in 1958. It covers pri- 
marily Public Law 480, the International Wheat Agreement and 
similar programs which the Corporation conducts with its funds sub- 
ject to subsequent reimbursement by appropriation. 

Mr. Grant. We feel that this needs to be handled as a supplemental 
in view of the fact that the Corporation’s borrowing power will reach ° 
the point before June 20 where there might not be sufficient funds 
available to meet its commitments for price support programs. . 

Senator Russety. We have always handled these restorations previ- 
ously in the regular appropriation bill. That is why I asked you about 
that. | 

Mr. Grant. That is right, but we feel in order to be sure there are 
sufficient funds to meet the commitments of the Corporation we need 
to have this provided for as a supplemental. . 

Senator Russert. What is the amount? 

Mr. Grant. The borrowing authority of the Corporation is $14.5 
million. On the basis of present projections, it appears likely that be- 
fore June 30 we will have as much as a $300 to $500 million deficit. 
Only $559 million of the $14.5 billion of borrowing power remained 
available on February 28, 1959. 


TRANSFERS FROM CONSERVATION RESERVE PROGRAM 


Senator Russeiu. I notice, Mr. Grant, that all of your increases 
to meet the requirements of the pay act are being transferred from 
funds of the conservation reserve program. 

Mr. Grant. Yes, Mr. Chairman. 

- Senator Russety. Why was that item singled out? 

Mr. Grant. The requirements for payments in the fiscal year 1959 
have not materialized as anticipated. There is presently available, 
and cannot be used for payments, an estimated $55 million. 

That came about because the 1958 program signup by farmers was 
not as great as had been anticipated, and also because practice pay- 
ments which would be made under 1959 contracts have not materialized 
as had long been estimated originally. : 

Senator Russeti. The demand under the 1958 program was much 
greather than authorized, was it not ? 

Mr. Grant. Yes, sir. 

Senator Russeiz. Could you not reallocate these funds? 
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Mr. Grant. These funds, Mr. Chairman, are coming from the 1959 
appropriation which covers annual rental payments and practice 
payments on contracts signed in the calendar year 1958 and prior 

ears. 

* Senator Russeii. They are not reappropriated. 

Mr. Grant. They are not reappropriated. The funds would ex- 
pire for obligation on June 30, 1959, to the extent that they are not 
used. It may be that a part of this $55 million will be needed for 
meeting practice payments under the 1959 contracts before June 30, 
1959. 

If that is the case, the funds will be so used. But even in that sit- 
uation, we still have ample funds to make the proposed transfers 
from the conservation reserve appropriation without hampering the 
program in any respect. 


QUESTION OF MEETING COSTS BY TRANSFER 


Senator Russett. Why was it found desirable to meet these in- 
creased costs by transfer rather than by direct appropriation? You 
are not going to save a dime by this bookkeeping method. I was of 
the opinion that these funds could be used for certain purposes in 
1959. 

a Grant. Mr. Beach is here, and he may wish to comment on 
that. 

Mr. Beacu. The appropriation for conservation reserve payments 
is on an expenditure basis. In other words, the funds are made avail- 
able for what we anticipate we will pay out in cash in a specific 
fiscal year on all contracts that were signed up to that time. 

The amount of such funds in the appropriation for 1959 was $200 
million. We did have available from the preceding years $19 million 
that had been transferred to the Commodity Credit Corporation be- 
fore June 30. In other words, we had a total of $219 million avail- 
able for carrying out our obligations during the 1959 fiscal year; that 
is, actually making the expenditures. 

The rest of the explanation as Mr. Grant gave it to you is correct. 
We had a reserve of $55 million, which we did not anticipate would 
be used, primarily due to delays in meeting requirements for paying 
for practice costs. 

Those practices, we thought, would be completed before June 30, 
1959, and therefore we would be making the payment to the farmer 
by that time. It now appears that some of the practices will not be 
completed before June 30, 1959, and, therefore, we will not be making 
all of those payments. 

We do anticipate that possibly about $25 million of this $55 million 
reserve will have to be called back and used in carrying out the pro- 
gram, but there are ample funds to meet the obligations of the 
program. 

Senator Russetx. You have ample funds in addition to all of these 
transfers to meet these payments. 

Mr. Beacu. Yes, sir. 
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TRANSFER OF APPROPRIATIONS 


Senator Russextx. It does not save any money at all. It is just 
transferring appropriations rather than making a direct appropria- 
tion. Do you mean the conservation reserve program is operating 
on a strictly fiscal-year basis ? 

Mr. Beacu. The program authorization is on a calendar basis but 
the appropriations are on a fiscal-year basis. We have a situation 
somewhat the same as the ACP program in that respect. That pro- 
gram operates on a calendar-year authorization with a fiscal-year 
appropriation. This is similar to that. 

SE ator RusseEtt. You did not carry over the uncommitted balances 
into the next year ? , 

Mr. Bracu. No, this has the peculiarity of being an expenditure 
appropriation. wey 

enator Russert. In ACP we carry the appropriation over from 
year to year. 

Mr. Breacu. We indicated to the House committee that we were 
exploring the possibility of making this appropriation one where the 
balances will carry over into the ensuing years, thereby eliminating 
the necessity for reappropriating the money not used. ; 

Senator Russet. pe of the opinion that you would be carrying 
over funds from fiscal year 1958. We did carry over for 1958 some 


‘ new funds, did we not ? 


Mr. Beacu. Yes, sir. We had in the CCC account $19 million that 
we had transferred to CCC. In addition, we let other funds revert 
to the Treasury. 


ADEQUACY OF PROGRAM AUTHORIZATION 


Senator Russety. And that amount was not needed and in the next 
year, 1959, we authorized $375 million program, I believe it was. 

Mr. Beacn. Yes, sir. 

Senator Russety. That has proved to be inadequate ? 

Mr. Beacu. It was inadequate as far as the signup is concerned. 
We had greater demand for signup than the authorization permitted. 

Senator Russetu. If these funds had been carried over into the 1959 
program they would have been available to farmers under the con- 
servation program rather than meeting the pay costs. 

Mr. Beacu. The $375 million program authorization is what lim- 
ited the signing of contracts, regardless of how much cash we had 
tomake the payment. 

Senator Russety. The transfers then, that did take place were 
within the $375 million program. You did make some transfers from 
one State to another. 

Mr. Bracu. Yes, sir, the authorization was broken down by States 
and reallocated. 

Senator Russett. And that was within the total authorizations? 

Mr. Breacu. Yes, sir. 
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AGRICULTURAL RESEARCH SERVICE 


STATEMENTS OF DR. B. T. SHAW, ADMINISTRATOR, AGRICULTURAL 
RESEARCH SERVICE; DR. M. R. CLARKSON, DEPUTY ADMINIS. 
TRATOR FOR REGULATORY PROGRAMS, AGRICULTURAL RE. 
SEARCH SERVICE; EDMUND STEPHENS, DIRECTOR, BUDGET AND 
FINANCE DIVISION, AGRICULTURAL RESEARCH SERVICE; AND 
CHARLES L. GRANT, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 


RESTORATION REQUEST 


Senator Russet (presiding). I believe the next item is an appeal, 
which is a request for $100,000 for humane slaughter research, pursu- 
ant to Public Law 85-765 of the last session of Congress. 

The House denied the request for this item and the committee will 
hear from Dr, Shaw, Administrator, Agricultural Research Service, 


GENERAL STATEMENT ON HUMANE SLAUGHTER RESEARCH 


Dr. SHaw. Mr. Chairman, on August 27, 1958, Public Law 85-765 
was approved. There was widespread interest in the enactment of 
this law. It directs the Secretary of Agriculture to conduct, assist, 
and foster research to develop and determine methods of slaughter 
of livestock and the handling of livestock in connection with slaugh- 
ter, which are practicable from the standpoint of slaughter operations 
and humane with reference to other existing methods and current 
scientific knowledge. 

It establishes as a policy of the United States that livestock 
slaughter and related handling shall be carried out only by humane 
methods. The Secretary is directed to designate methods of slaugh- 
ter and handling with respect to each species of livestock, and after 
June 30, 1960, no agency or instrumentality of the United States shall 
contract for or procure, except as modified by the President in a de- 
clared emergency, any livestock products produced or processed by 
any methods not designated and eee y the Secretary. 

he act also authorizes establishment of a 12-member advisory 
committee to (a) make recommendations on the research needed and 
on methods of slaughter and handling for each species of livestock and 
(b) obtain cooperation of the public, producers, farm organizations, 
industry groups, humane associations, and Federal and State agencies 
in the furtherance of research and the adoption of improved methods. 

The advisory committee has been appointed by the Secretary. It 
has endorsed preliminary studies by the Department on methods of 
humane slaughter now in common practice and has recommended the 
speeding of studies that would advance knowledge and improve meth- 
ods of stunning and anesthetizing livestock prior to slaughter. 


AMOUNT REQUESTED FOR RESEARCH 


The supplemental estimates request $100,000 for research on humane 
slaughter methods, and propose language necessary to authorize the 
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use of not to exceed $35,000 of these funds for the alteration of a meat 
Jaboratory at Beltsville, Md., to facilitate such research. The budget 
estimates for 1960 request $250,000 to carry forward this research 
work. The House has not allowed the request for $100,000 nor the 
janguage which would permit the alterations needed in the meat lab- 
oratory facilities. A 

It is of considerable concern that Public Law 85-765 be administered 
insuch a way as not to interfere with the efficient, orderly, and rapid 
conversion of farm animals into wholesome meat and meat food 

roducts. A large part of the income of farmers and ranchers is de- 
rived from livestock, and there is a continuing high-level demand from 
sonsumers for meat and meat food products. 

The public meat supply is provided through many packing plants, 
both large and small. Present problems maniennian in applying hu- 
mane slaughter methods tend to operate against the packer with 
smaller volume of slaughter and less capital. 


PRESENT SLAUGHTER METHODS 


On February 27, 1959, pursuant to provisions of the act, the Depart- 
ment designated four methods of slaughter as being humane. These 
are based chiefly on research by large packers or manufacturers of 
packinghouse equipment in this country, or on research in foreign 
countries. Some methods are expensive and lend themselves to use 
primarily by those packers with a large volume of slaughter. Others 
are not too well adapted to operations in this country. Moreover, some 
methods produce hemorrhages, or other tissue changes in certain 
classes of animals, which interfere with Federal meat inspection. 
There is urgent need for research to improve present methods or to 
develop substitute measures. 

Se Sloratory research shows an urgent need for more intensified 
studies, especially in slaughtering of hogs to meet the needs of small 
packers for inexpensive equipment. The use of mechanical stunners 
and electrical stunners on hogs, including effects on the carcasses and 
meat, requires intensive study, and similar problems occur with sheep 
and cattle, especially older animals. 


ALTERATION OF BELTSVILLE, MD., FACILITIES 


For research to meet this situation, alteration of facilities in the 
meat laboratory at Beltsville, Md., is needed for diversified testing of 
slaughtering procedures and of handling equipment both before and 
during slaughter. 

The estimated cost of these alterations is $35,000; which amount is 
included in the total estimate of $100,000. An authorization for them 
ls necessary, since the amount involved exceeds the present limitation 
la appropriation “Salaries and expenses,” which provides that 

e— 


the cost of altering any one building during the fiscal year shall not exceed 
$3,750 or 4 percent of the cost of the building, whichever is greater. 

The Department recommends restoration of $100,000 for this re- 
search and of the language which would authorize the alterations. 
The restoration is npbaed not only to permit undertaking promptly 
initial phases of the work, principally by contract with universities, 
but also to provide needed facilities for the research. 
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PROPOSED DISPOSITION OF FUNDS REQUESTED 


Senator Russety. Now, with reference to this $35,000, you expect 
to reconvert this building at Beltsville, and this is within the $100,000 
—— to = until the new fiscal year ? 

r. SHAw. We would use part of it for the purchase of equipmen 
about $8,000, but we would spend about half of the money a oniven 
with universities to try to develop less costly methods for use by small 
packers in the handling, particularly of hogs and sheep, where the 
current designated methods are costly for the small packers. 

Senator Russet. How many of those contracts do you have under 
contemplation at the present time? 

Dr. Saw. Two; one with Minnesota and one with Cornell Uni- 
versity. 

Senator Russeiy. The effect of a delay in your program insofar as 
getting these funds is with reference to allowing you to be furnished 
with the finances necessary for the conversion of a building which is 
necessary to get your program underway, and part of your operating 
cost is there, isn’t it ? 

Dr. Suaw. The item for the building is the most important immedi- 
ate need. A delay in not having funds available for research con- 
tracts until the next fiscal year, about 3 months, would not be as 
serious as it would be on the building item. 

Senator Russeii. Are there any questions? 


EXTENT OF HOUSE CUTS AND DEPARTMENT ABSORPTIONS 


Senator Youne. Mr. Chairman, I want to say that all through these 
budget requests in here they are asking for full restoration of all the 
cuts made by the House right down to the last penny. 

Now, do you want to leave the implication that the House was 100 
percent wrong all the way through and that you are 100 percent 
correct ? 

It seems to me that with all of these restorations that you are request- 
ing you could find some place where you might save a little money. 
I cannot see why you have to get every dollar of the House cut, as you 
have asked, in practically all of these items. 

Mr. Grant. Senator Young, the Department has not requested full 
restoration in all of the items. On many of these items we are absorb- 
ing additional amounts and are going along with the House bill. It is 
only in those instances where we have problems that we have requested 
full restoration. For instance, in the items for pay act costs, we are 
absorbing an additional $450,000—in other words, going along with 
,~ House recommendations. That is in the requests for transfers 
alone. 

Senator Youne. In the testimony of the Commerce Department 
right before you they indicated they were absorbing most of their 
costs. Now in every item you will find you are asking for restoration 
to the last dollar, last 5-dollar bill. 

Mr. Grant. Senator Young, in the case of the Agricultural Research 
Service, in the item for meat inspection, for instance, the House made 
a reduction of $189,900. We are going along with that and agreeing 
with it. In the case of the Agricultural Conservation Program Service 
there is a reduction, and we are not requesting restoration of that item. 
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Senator Youne. Let me refer you to just a few items. On “Plant 
and animal disease and pest control,” the House cut you $243,000 and 
you are requesting $243,000, and you couldn’t even save there. 

Next we have the “Cooperative extension work, payments and ex- 

s” (by transfer) under the Extension Service, and the House 
cut you $16,255, and you are asking for $16,255. Apparently you 
couldn't even save $5 in that one. It goes that way practically all the 
way through the bill. 

Dr. Suaw. Mr. Chairman, on the items that apply to the Agricul- 
tural Research Service, Mr. Grant indicated that we said we would 
absorb, as directed by the House, a reduction in the amount for pay 
costs on meat inspection. 

On the items for “Research” and for “Plant and animal disease and 
pest control” we have asked for full restoration of the House reduc- 
tions. 

In the research item we have already absorbed this year more than 
a million and a half dollars in increased costs, and in Agricultural 
Research Service we absorbed $550,000 of the pay act costs before 
the request was ever presented to the Congress. This would mean an 
additional absorption. In total, it would mean that we would be 
absorbing something in the order of 16 percent of the pay act costs, 
rather than just the 10 percent that might be inferred from the House 
action, because previously we had already absorbed 6 percent. 


EFFECT OF FURTHER ABSORPTION 


We have been in a very critical situation as far as our research pro- 
gram is concerned, with inadequate operating funds for labor, and tem- 
porary help. If the House reduction is not restored, it will cut very 
seriously into the program. 

In the case of plant and animal disease and pest control subappro- 
priation, we have a number of programs where the amounts needed 
will be more than the money appropriated for them, and this will 
cut very seriously into those programs if the House reduction is not 
restored. 

Senator Youna. I realize that on some of these you have to have 
all the money that you have budgeted for. However, there are some 
items that you are in a position to save a little money on. Take the 
Office of Information, for example. Your estimate was approximately 
$77,000, and the House cut you $5,900 but you are asking for the 
full restoration of that $5,900 down to the last penny. It seems to 
me it puts you in a weak position when you cannot absorb some of 
these cuts that are suggested by the House. 

Mr. Grant. Senator Young, in the case of the Office of Information, 
we absorbed approximately $9,800 before we even submitted the esti- 
mate of $77,000, which is much better than the 10 percent reduction. 
The further reduction of $5,900 in the House would mean, if it stands, 
that we will have to discontinue or curtail the printing of Farmers’ 
Bulletins for the rest of this fiscal year. That, is the only place we 
can save any amount of money because most of the appropriation 
in the case of the Office of Information is used for these bulletins 
and other agricultural publications and for salaries. 

nator Youne. Well, you can usually leave one position unfilled 
after a person has left. 





110 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Mr. Grant. We have already reflected all possible savings due to 
delays in filling positions, Senator Young, and this late in the year 
a further decrease will mean going into a reduction in force, or the 
discontinuing or slowing down of the printing of farmers’ bulletins, 
Any actual reduction in force at this time of the year would involve 
leave payments that might well increase rather than reduce costs, 

(A summary of Department of Agriculture pay costs and absorp- 
tions follows :) 


Summary of increased pay costs under appropriations to the Department arising from 
Public Law 85-462 





Amount | Percentage 

1. Total pay act costs under appropriations to the Department-__-.......--_. $36, 815, 082 100.0 
2. Amounts originally proposed for absorption (including increases in 

NN Boh eh cs dabei si imambn ad eettbebdtddantdawstocesduakcnse 9, 766, 334 26.5 
3. Supplemental estimate (transfers proposed in H. Docs. 58 and 90)-._...._- 27, 048, 748 73.5 
4. House bill (transfers authorized in H. R. 5916) ........--_..--_-_---------- 24, 343, 915 66.0 
5. Restorations requested of Senate in amounts proposed for transfer_.___-~-- 2, 254, 875 6.1 
6. Additional absorptions (reductions in House bill for which restorations 

San I ood eee edi bh bhindababinauisebonbcopuem 449, 958 1.3 
7. Total absorptions, including House action, cols. 2 & 6.-...._.--...------ 10, 216, 292 27.8 





HUMANE SLAUGHTER ACT 


Senator Russetx. Senator Hruska. 

Senator Hruska. Thank you, Mr. Chairman. I should like to 
direct a few comments and questions to the $100,000 item concerning 
the Humane Slaughter Act. ; 

The act itself was passed on August 27, 1958. Of course, there is 
a time limitation really of June 30, 1960, by which time compli- 
ance must be had unless a penalty is to be suffered by the processors 
of livestock products; is that not correct ? 

Dr. SuHaw. That is correct. No one can sell meats to the Federal 
Government after July 1, 1960, without complying with the require- 
ments of the act. 

Senator Hruska. Tentatively, certain methods have already been 
designated as humane, yet we know they are only tentative decisions; 
is that not true? 

Dr. Suaw. Of these methods, the one on the chemical treatment, 
for example, the use of CO, in the slaughter of hogs has been desig- 
nated as a humane method. There are a few meatpackers that are cur- 
rently set up for that and able to go along with such a requirement, 
but there are many others that are not, and it is a costly procedure. 
We think it is probably going to be more costly than the small packer 
can stand. We need to work out additional less costly methods so 
the small packer will not be hurt. 

Senator Hruska. Of course, the number of small packers is great, 
is it not, who would be affected by any unduly expensive method 
which might be designated ? 

Dr. Suaw. That is correct, sir. 

Senator Hruska. Now what would be the effect of denying at least 
a — of this $100,000 for the remodeling of the plant at Belts- 
ville, in terms of meeting that deadline of July 1, 1960? Is there a 
possibility that Congress would be compelled, in all equity and fair- 
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ness, as regards these small packers particularly, to extend the time of 
the effectiveness or postpone the penalties which are now provided 
in the act ? 

Dr. Suaw. Certainly, time is of the essence. The year and 3 months 
that we have available to us before the method goes into effect is 
certainly a short time to find the answers by research, and any delay 
will certainly complicate things. 


BASIS OF BUDGET REQUEST 


Senator Hruska. Now, your regular budget request for fiscal year 
1960 requires $250,000 to be allotted for that purpose. Was that sum 
calculated on the assumption that you will get some preliminary 
funds to start out with, as you have indicated in your supplemental ? 

Dr. Suaw. We considered both items, and it is based on the as- 
sumption that we will get the $100,000 this year, and that $250,000 
will be available in the next fiscal year. As I stated to Senator Rus- 
sell, the most important part of this supplemental estimate is the 
authority and the $35,000 to permit us to renovate the facilities at 
Beltsville. 

The necessity of delaying the contracts that we had contemplated 
to fiscal 1960 would slow us up some 3 months. In addition, if they 
were financed from 1960 funds, we would not be able to do as much 
work in 1960 with the $250,000 as we contemplated in that estimate. 

Senator Hruska. Then it is not only the determination of a method 
that is humane that is involved, but also the promulgation of the 
rules announcing approved humane methods of slaughter, and then, 
following all that there will be the necessity of each individual packer 
to accommodate himself to that method, is that not true? 

Dr. Saw. That is correct. Each packer is going to have a tre- 
mendous task in converting his facilities and adopting a procedure 
that will come within this law. 

Senator Hruska. So that the time limit of July 1, 1960, is a very 
meager one even at best ? 

Dr. Suaw. It certainly is, sir. 

Senator Hruska. Thank you, Dr. Shaw. 

Senator Russeiy. Senator Holland. 


ADVISORY COMMITTEE ON HUMANE SLAUGHTER 


Senator Hotianp. Dr. Shaw, I noticed you state that the advisory 
committee of 12 has been appointed. Can you furnish, for the record, 
the names of the members of the advisory committee, and the groups 
which they represent each, in each case? 

Dr. Suaw. I can, sir. Would you like them to be read now or 
would you like them to be inserted in the record ? 

Senator Hottanp. You can furnish them for the record, if you 
will, and particularly show the groups that they represent. 

Dr. Suaw. Yes, sir. 

(The information referred to follows :) 


NOvEMBER 12, 1958. 


Apvisory COMMITTEE ON HUMANE METHODS OF SLAUGHTER OF LIVESTOCK 


Pursuant to provisions of the Humane Slaughter Act approved August 27, 1958, 
the Secretary of Agriculture established a 12-member advisory committee to 
work with the U.S. Department of Agriculture in developing new and improved 

38932— 59-8 
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methods of humane slaughter of food animals. Members chosen to represent the 
various groups designated in the act are— 

U.S. Department of Agriculture: Dr. C. Donald Van Houweling, Assistant 
Administrator of USDA’s Agricultural Research Service, chairman. 

National organizations of slaughterers: T. H. Broecker, chairman of the board 
of the Klarer Co., Louisville, Ky., and Donald S. MacKenzie, director of the 
Department of Packinghouse Practice for the American Meat Institute, Chicago, 

Trade union movement: Russell E. Dresser, director of the International Pack. 
inghouse Department of the Amalgamated Meat Cutters and Butcher Workmen 
of North America, Chicago. 

General public: Miss Sally Butler, legislation director, General Federation of 
Womens’ Clubs, Washington, D.C. 

Livestock growers: Don C. Collins, past president of the American National 
Cattlemen’s Association, Kit Carson, Colo., and E. Howard Hill, president of the 
Iowa Farm Bureau Federation, Des Moines. 

Poultry industry : John Hargreaves, Caroline Poultry Farms, Federalsburg, Md. 

Humane organizations: Rutherford T. Phillips, executive director of the Amer. 
ican Humane Association, Denver, and John C. MacFarlane, field director of New 
England Livestock Conservation, Inc., Boston. 

National veterinary medical organization: Dr. James R. Hay, director of pro- 
fessional relations, American Veterinary Medical Association, Chicago, IIl. 

Requirements of religious faiths with respect to slaughter: Rabbi Joseph 
Soloveitchik, of Roxbury, Mass., professor of Talmud at Yeshiva University in 
New York City. 


RESEARCH NEEDED TO MORE EFFECTIVELY COMPLY WITH LAW 


Senator Hotianp. The second thing I would like to mention in this 
connection is this: It is true, is it not, that the Department always 
took the position, with reference to this legislation which is pending, 
that the research should precede the enactment of legislation which 
involved a penalty rather than to have the penalty period set by law 
prior to the time that the research was completed, and it was known 
what methods were available and were effective. 

Dr. Suaw. That is correct, sir. We opposed the mandatory pro- 
visions of the legislation when it was enacted, simply on the basis 
that you have described, that there needs to be research that would 
find out practical methods to accomplish the objectives of the act be- 
fore the penalty provisions were put into the act. 

Senator Hotianp. And if you did not at this time request urgently 
the appropriations which you think are necessary to complete the re- 
search, you would be in a position of dragging your feet in the enforce- 
ment of the law, which you opposed in the form in which it was 
enacted ? 

Dr. Suaw. That is certainly true, and it gives us a lot of concern, 
Senator. In view of the fact that we opposed the legislation before it 
was passed, everyone is going to be looking at us to see if we are 
dragging our feet. 

Senator Hottanp. Some one of us on this committee is in the posi- 
tion of having supported the Department in its original request that 
the legislation not be enacted until investigations-of research were 
complete, so we, too, are in the position of being regarded as dragging 
our feet in the completion of the research unless we supply the funds 
which you, as the administrative agency, say are necessary to completa 
this research, if it can indeed be completed before July 1, 1960. 

Dr. SHaw. We want to do the best possible job of carrying out this 
act to the letter, and in the spirit in which it was enacted, and we feel 
this research is most essential. 
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EFFECTIVENESS OF SLAUGHTER METHODS 


Senator Hottanp. I have one further question. I had a complaint 
made by one of the packers in my State that the methods now supplied, 
without the research having been completed, in the case of the slaugh- 
ter of hogs, did not prove to be equally effective as to hogs of all sizes. 
It is effective as to hogs of a small size but not as to hogs of a large 
size. Have you had that objection or that complaint from other 
quarters ¢ 

Dr. Suaw. Yes, sir. That is a substantial complaint. Take the 
mechanical stunner. The captive-bolt pistol that we used worked fine 
on the hogs with a thin skull, but with older hogs, the boars and so 
on, it is quite a different proposition. 

enator Hottanp. Well, are you trying to, by research, develop a 
hog that will always have a thick skull or are you going to go at it in 
some other way ? 7 

Dr. Suaw. In this particular project we are going to develop instru- 

ments that will penetrate the thick skulls as well as the thin ones. 


SpecraL ACTIVITIES 


Senator Russeitt. House Document No. 58 requested under the 
heading “Special Activities,” an appropriation of $1,336,754,811 to 
reimburse the Commodity Credit Pierncation for authorized unre- 
covered costs, fiscal year 1958, for the sale of agricultural commodi- 
ties under Public Law 480, for donations to foreign countries, and 
other items. 

The House allowed the budget request, and the justification for 
this item will be inserted in the record at this point. 

(The material referred to follows:) 


DEPARTMENT OF AGRICULTURE 
SPECIAL ACTIVITIES 


(H. Doe. 58) 


Reimbursement to Commodity Credit Corporation for costs of special 
activities, 1959 


RIND OO) AO a decade nieces ph mtg hc Nils hcl <= dibs niche eal he None 
Set (ORtImO UO... DOCG RECAL: VORP se occa kc eidoeomuiaunda $1, 268, 097, 500 
Request (to reimburse the Commodity Credit Corporation for 

estimated costs during fiscal year 1958) ------_-__-_________ 1, 336, 7354, 811 


PROPOSED LANGUAGE 


“To reimburse the Commodity Credit Corporation for authorized unrecovered 
costs through June 380, 1958 (including interest through recovery date), as 
follows: (1) $80,800,000 under the International Wheat Agreement Act of 1949, 
as amended (7 U.S.C. 1641-1642) ; (2) $119,270,000 for commodities disposed of 
for emergency famine relief to friendly peoples pursuant to title IT of the Act 
of July 10, 1954, as amended (7 U.S.C. 1708, 1721-1724); (3) $1,033,515,000 for 
the sale of surplus agricultural commodities for foreign currencies pursuant to 
title I of the Act of July 10, 1954, as amended (7 U.S.C. 1701-1709) ; (4) $18,506 
for grain made available to the Secretary of the Interior to prevent crop damage 
by migratory waterfowl pursuant to the Act of July 8, 1956 (7 U.S.C. 442-446) 3 
(5) $82,250,335 for strategic and other materials acquired by the Commodity 
Credit Corporation as a result of barter or exchange of agricultural commodi- 
ties or products and transferred to the supplemental stockpile pursuant to 
Public Law 540, 84th Congress (7 U.S.C. 1856); (6) $19,390,100 for transfers 
to the appropriation for ‘Diseases of animals and poultry’ pursuant to authority 
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contained under such head in the Department of Agriculture and Farm Credit 
Administration Appropriation Act, 1958; and (7) $1,510,870 for transfers to 
the appropriation ‘Marketing research and service’ pursuant to the Act of 
August 31, 1951 (7 U.S.C. 414a), for grading tobacco and classing cotton without 
charge to producers, as authorized by law (7 U.S.C. 478a, 511d).” 


EXPLANATION OF LANGUAGE 


The proposed language would appropriate $1,336,754,811 to reimburse the 
Commodity Credit Corporation for the costs of special activities in 1958 includ- 
ing interest through recovery date. This appropriation would not affect expen- 
ditures from the Treasury. These activities and reimbursement therefor are 
authorized by specific legislation. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Activities under this appropriation——The funds and facilities of the Com- 
modity Credit Corporation are utilized to carry out surplus-disposal programs 
and other special activities outside of the regular functions of the Corporation, 
The laws authorizing these programs provide that CCC shall finance their cost 
and request reimbursement through the normal appropriation process. The 
programs involved are listed in the language proposed above and discussed in 
more detail in the attached justifications. 

Need for supplemental funds.——This supplemental estimate provides 
$1,336,754,811 to reimburse CCC for costs incurred by it through June 30, 1958, 
for surplus disposal and other authorized special activities outside of CCC’s 
regular price support and related programs. In the fiscal year 1958, the Cor- 
poration incurred costs under these special activities and borrowed funds from 
the Treasury in order to finance the programs. The authorizing legislation re 
quires that the Corporation be reimbursed for its costs. Pending such reim- 
bursement, the funds so used are a charge against the Corporation’s statutory 
borrowing authority. In effect, this reduces the amounts available to finance 
the mandatory price-support operations administered by the Corporation. 

Normally, appropriations to reimburse the Corporation would be included in 
the regular appropriations to the Department for the second year following 
the year in which costs were incurred. For example, 1957 costs would have 
been included in the 1959 regular appropriation. However, because of the 
recent increasing magnitude of these special programs and their great impact 
en the availability of the Corporation’s borrowing power for its mandatory 
price-support operations, the Congress approved a 1958 supplemental appro- 
priation covering 1957 costs. Likewise, this proposed supplemental appropria- 
tion for reimbursement of 1958 costs in 1959 would accelerate the date of re 
covery. This would release sufficient funds to enable the Corporation to ade 
quately finance its price support operations until further additional funds become 
available in the regular 1960 appropriation. 

Because of the unexpected record production of most of the major 1958 crops, 
the participation by farmers in the price support programs administered by 
the Corporation has substantially exceeded the original budget estimates for 
the current fiscal year. This has caused such a considerable additional drain 
on the Corporation’s statutory borrowing power that by May 31, 1959, or sooner, 
the Corporation’s borrowing power of $14.5 billion may be exhausted. The 
1960 budget estimates, therefore, include provision for a proposed supplemental 
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appropriation for 1959 in the amount of $1,336,754,811 to reimburse CCC for 
1958 costs to assure the availability of sufficient borrowing authority. In fur- 
ther recognition of the drain that these special activities have upon the Cor- 

ration’s borrowing authority, the 1960 budget estimates also provide for 
accelerating CCC’s recovery of 1959 costs by including reimbursement therefor 
in 1960. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1959, For “REIMBURSE- 
MENT TO COMMODITY CREDIT CORPORATION FOR COSTS OF SPECIAL ACTIVITIES 


The following statement shows by program, the amounts presently available, 
the revised estimates, and the differences. 





Program | Presently 








Revised Difference 
available estimate 
enONnns 0 ORG A... en uneeentsoccalonsanusiaus $80, 800, 000 +$80, 800, 000 
9, Emergency famine relief to friendly peoples--.-..........----|-----.---- 119, 270, 000 +119, 270, 000 
%, Sales of surplus agricultural commodities for foreign cur- 
a a eee baa al iene ncisiiengen 1, 033, 515, 000 | -+-1, 033, 515, 000 
4, Transfer of CCC grains to Interior for migratory waterfowl 
a a itp ecaie anime 18, 506 +18, 506 
§. Transfer of bartered materials to supplemental stockpile--..-.|......---- 82, 250, 335 +82, 250, 335 
6, Eradication of vesicular exanthema.-................-.-----j---------- 1, 280, 900 = 280, 900 
i Oc cewpclnincoimnlteteininicneians 18, 109, 200 +18, 109, 200 
Ene SIN GIOSSINS OCU VEINS 52. cn ne cen ccccenccceccnes|sccceces<< 1, 510, 870 +1, 510, 870 
i oe a ein tedoniatiatim 1, 336, 754, 811 | +1, 336, 754, 811 





A description of each program and estimates reflecting the composition of the 
supplemental appropriation follow : 


1. International Wheat Agreement 


This agreement operates through July 31, 1959, to provide an assured market 
for wheat to exporting countries and assured supplies of wheat to importing 
countries, at stable and equitable prices. Under authority contained in the Inter- 
national Wheat Agreement Act of 1949, as amended, capital funds of Commodity 
Credit Corporation and CCC stocks of wheat are used to pay (a) the difference 
between the prevailing price under the agreement and the domestic market 
price of wheat, and (b) administrative and interest costs. The differential 
payment for wheat exported under the agreement is paid in CCC stocks of wheat, 
and a cash payment is made for flour. The act also authorizes appropriations 
toreimburse the Corporation for costs incurred. 


va avail- Revised esti- Difference 

le mate 

Ceo weaeices Srcernie ehco wishes chcasapedabs nao amie i $78, 727, 420°| (A) +$78, 727, 420 

PRIS LL EE ee 2, 072, 580 (B) +2, 072, 580 
a en ciseimisihen eh emacnabedeh tieminaniameemenmednaleian 80, 800, 000 +80, 800, 000 
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A. Program costs.—The estimate reflects payments on 105,703,391 bushels 
exported at 74 cents a bushel for a total cost of $78,727,420 including $157,444 
for administrative expenses, Following is a breakdown of costs by country; 


Wheat and wheat flour (bushel equivalent) exported from the United States pursuant 
to the terms of the International Wheat Agreement 








Fiscal year 1959 anticipated supplementa} 
(1958 costs) 








Importing country 
Amount due | Average cost 
Bushels CCC to CCC per 
| bushe} 
nna iting endian 
EE SS tS a ae ee 1, 768, 476 $1, 517, 507 | $0. 86 
a Te aie 1, 080, 872 903, 067 92 
ee ee ee 1,016, 461 531 | ‘s 
Lae. scatscieuinna jess bsaeccncecceases 17, 207 er 96 | B 
seeks Oana pidcknwttdesadisnnasacscneeebcageea 8, 127, 476 7, 143, 680 | B 
gh i comammsane Hane eae ake 1, 090, 789 699, 004 64 
EN ees cd cacemstsbacseceiesscé 706, 502 614, 335 | 87 
LO aaa EEE 514, 038 320, 352 2 
eee icinienanchidihvicdescunescgnendtSbGnee~46 709, 558 613, 353 86 
sth nc lbiehscensnmapacannmaucmedagievecs ox 22,152,533 | 16, 368, 995 "14 
Se a RR ee 5A, 857 457, 211 8 
NE ade Se oe etd i tasnsShenanatbcecects 1, 598, 546 1, 065, 255 | 71 
I NE AO a ch a eo ee ccmenend 1, 738, 980 1, 476, 502 3 
NN enn ne en Nisin dei absalinmuaiblins 313, 600 237, 274 6 
PS EE dS nireh chebicnsachekcetsdbcesiudnebhbssbsdisbscscesas 23, 589 20, 245 8B 
i ee od a ns eambaeiesamnnmnne 7, 290, 050 4, 244, 512 8 
I ala ail Aiea acu teidiuabieptaninant Giniigiiniunmnenintglintes 187, 156 160, 220 3 
TT hi hidihe cite einen ngihe > ainur aeons maneeranes 364, 762 207, 919 87 
Ce ita oe ot nena actnabeci toca necnciaeccnsecssaas 4, 694, 650 2, 860, 535 61 
aad daa Deceit dea i odes ished Sitcasew laced chin nid lohan ewes ioe 350, 000 196, 000 7 
tell i alread eile idle 24, 917, 678 17, 432, 086 0 
hatte a eeee bbe bch gennhnenninnaseinabeinwesnyn 52, 359 44, 505 85 
lil chahcietnw nd Keren ntmenigadiniatcpgibane otinw 203, 840 114, 150 . 3 
a Oe Ate ee baibbacrwelitnine made 5, 505 5, 507 1.00 
Es eo tee Cs acl ah hi hiinnniisaniddidbboaebicecnwtl 48, 107 43, 862 91 
I i canteen 117, 671 67.072 57 
ea ackingcideg kakosbapenbansndipecscecanganeas 9, 355, 178 7, 679, 039 82 
ES a ibn dacosudsctcblovecbihntccsnabedbbwostsoncsesine 254. 803 231, 862 91 
hk hal Sn nek oiptichaih dalle apnnisie Mbaahdnwtaais 1, 587, 049 1, 289, 808 8 
New Zealand ie ceiacacicra canes aclicebes i armeiiientn tent eniabiemninnanetiideumemion 145, 961 83, 198 BT 
ee ote Seti an can cease duantagrsthestrebpscousing 634, 152 571, 443 0 
Rt aibtdebnbn cc conbeweknadnnanp iedeedoda cides cess 1, 309, 848 802, 852 .61 
i MS RS EE A PC I TL eT 3, 391,779 3, 076, 154 91 
a ce eden cine pean conwesppwelin 652, 157 502, 566 7 
ine. cow neta innvatakessnegunennsteaunsecs 762, 635 493, 841 65 
RS TR Ge isan pawn venenchonecauebbaoebietinuiacs 3, 885 3, 670 04 
la aaa ai tei ein t saute waraiiens 337, 003 188, 711 6 
Te Tee ees hambaianmenbon 443, 676 248, 458 a) 
ill aha hb tamicwkbinbinepaibbiheigaibadivacaiioe 854, 380 527, 574 62 
ad want nadoemennons 4, 323, 029 3, 773, 214 87 
i sale certie hdh ceeniaibaiee i nigpisaneeiedirere mee 2, 101, 573 1, 674, 791 7 
cusses eden anemia itsdle em ivaed om te pedewiminanesin'inia rin —302, 790 |.-............ 
iin issih dik dena gentiionsiin enum Aibeeaston 105, 703, 391 78, 569, 976 74 
aniline i cht cinilemnidmeiamipeh et twowwnacisinwnn 157, 444 |Jooronsoseseees 
OE. act cciel a dal dsmenwieadpianamantitebunnecansdce 78, 727, 490 74 
NR cesercceitis sc cetstccamaseseseewsesteteseesedacateecesecc]ccsasocecu~nee 2, 072, 580 02 
Neen ee menue 105, 703, 391 | 80, 800, 000 | 16 





B. Interest expense.—This consists of $1,174,190 accrued at a range between 
3.535 percent per annum and 3.373 percent per annum on 1958 costs and 
$898.390 accruing at a rate of 1%4 percent per annum on unrecovered 1958 costs 
for 9 months in 1959 through March 31, the anticipated recovery date. 


2. Emergency famine relief to friendly peoples 


Title II of the Agricultural Trade Development and Assistance Act of 1954, 
Public Law 480, as amended (7 U.S.C. 1703, 1721-1724), directs the Commodity 
Credit Corporation to make its surplus stocks of agricultural commodities avail- 
able to the President for famine relief and other assistance to friendly nations 
and populations and to pay ocean freight charges through December 31, 1959. 
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The act authorizes the appropriation of not more than $800 million to reimburse 
the Corporation. Total appropriations made to date amounted to $308.9 million. 


i ee eee 








Presently Revised Difference 
available estimate 
a at aac aceasta ae 
I a lain a Sai a ccckiemmiee guicekemaaie® Sachi awaaasen abaganen $116, 001,011 |(A) 4+-$116, 001, O11 
SEE GEDONED . <n cnnceccnnsrccrnnsnncssnresecsesccenlesese-enescessee + 3,268, 989 \(B) +3, 268, 989 
oe nicl ii aac ceceapablsia camila addaiemeeatel Wkd cea iomln aimed 119, 270, 000 +119, 270, 000 


aa a aaa aaaaeaacasaaaaaaaaaaaaasaaaaaaasaaaaaaaasaaasasaaa aaa 


A. Program costs.—The estimate reflects $88,102,981, the cost of grains, cotton, 
and dairy products delivered, plus $27,898,030 for the payment of ocean freight 
charges to points of entry abroad and on commodities donated under section 


416 of the Agricultural Act of 1949. Following is a breakdown of costs by 
commodity : 


—— C000 0S 10 O 80 0 U0 


1959 anticipated supple- 
mental (1958 costs) 








Commodity Unit of measure 38 
Quantity Amount 
ES 2 hn wt cdnceschennihdeskonktnnasdeckennen isos ccsigtene 26, 593 $5, 101, 001 
Dt CTE. “cvuncsouwkebnescensuguonsdeukewcsocsnummanan PONE ~i55 5a: 311, 670 204, 813 
ai oS cas ws a avr mst Sadie eh caies Shei aviecapsak eo aus ee eects 7, 379, 760 3, 163, 944 
EE cele cdot aabibchincadeny sh eama ttn binetenescaelnat that iad / pee ue 39, 164, 250 7, 313, 917 
i in Cia ondnetbalebaiaknunsneesseged Busitels ......-.. 295, 322 570, 369 
ER nin cei nkdchmanigeennesahininta reneens Hundredweight. 15, 242 124, 695 
ren oat ee eee ok esa onnieame DENGL «=. 52-205 5, 899, 820 16, 915, 335 
SE Mak S06 tls cakenukdunnbtdecudndtet staan weaeedtoe Pound: ..i.c.4- 3, 589, 720 1, 242, 479 
I iii dliene deadin tesp Winn eit pila amen ath eno Op uie Hundred weight- 479, 605 5, 036, 700 
Dre cchnndapidasennibonieednusances eens oéanenwwan DD cccemacau 10, 229, 233 35, 493, 270 
I oie aca thediedanmeneansnaetneee WON sc cunsnnes 146, 440, 840 12, 936, 458 
I iw ans anc aint once Mnaaieaiaa 88, 102, 981 
nn 8. ov enkcunasenetuacececsa>edeaaamennaaes 7, 149, 499 
Ocean freight on commodities donated under sec. 416, 
I a oo, cl couteeensanbenweenleuateendwneana 20, 748, 531 
ION oo 2 eo oo na bi ade tao Enc nmmal name oasamemmmnenan 116, 091, 011 
a ee al cece weal ea caen aaa natetabinm eee kale 3, 268, 989 
ee ean eee ee | 119, 270, 000 





B. Interest expense.—This consists of $1,942,887 accrued at a range between 
8535 percent and 3.373 percent and per annum on 1958 costs and $1,326,102 
accrued at a rate of 11%4 percent per annum on unrecovered 1958 costs in 1959 
for 9 months through March 31, the anticipated recovery date. 


3. Sales of surplus agricultural commodities for foreign currencies 


Title I of the Agricultural Trade Development and Assistance Act of 1954, 
Publi¢ Law 480, as amended (7 U.S.C. 1701-1709), authorizes the President, un- 
til December 31, 1959, to carry out a program for the sale of surplus agricultural 
commodities for foreign currencies, The act provides that Commodity Credit 
Corporation shall make available for sale to domestic exporters surplus agri- 
cultural commodities heretofore or hereafter acquired by the Corporation in the 
administration of its price-support operations, and shall make funds available 
to finance the sale and exportation of surplus agricultural commodities, whether 
from private stocks or from stocks of the Commodity Credit Corporation. 

The act further provides various specified uses of the foreign currencies by 
any department or agency of the Government and requires reimbursement to 
Commodity Credit Corporation by the agency using such funds if appropriations 
have been made for any of the specified uses. To the extent the Corporation is 
not thus reimbursed by other agencies, the act authorizes appropriations to 
rimburse Commodity Credit Corporation for its investment in commodities 
used under the act including processing, packaging, transportation and handling 
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eosts, and for costs incurred in financing the exportation of commodities, The 
act limits transactions requiring appropriations to $6.25 billion. Total appro. 
priations made to date amounted to $1,995.3 million. 






































Presently Revised Ditference 
available estimate 
ceca aa 
Costs: 
ee er eee are wavecnesesou ---| $1, 089, 007, 674 | (A)+-$1, 089, 007, 674 
ameerent GXpONMe=. .. <<... +... 52--- smal bi anibitenteg 67, 208, 237 (B)+-67, 298, 937 
Unrecovered prior years’ costs. ........---.----- 86, 780, 362 (C)+86, 780, 362 
eee rete eee ianie ee eeied ee 
I es ea aa ceases 1, 242, 996, 273 +1. 242 996, 273 
Reimbursements: - oe 

ite rin cee saan aeine eee renapatet Aawaneaansonenses 71, 514, 228 (D)+71, 514, 28 
a — ——} = ——_— ————= 

In future years: 
oo iach a eee een asin e bunwnabawedbech 64, 280, 501 +64, 280, 501 
Less provision for loss on exchange rates. -.-_.|_........------- — 13, 733, 000 —13, 733, 000 
a ol ES ol sins sean towbar 50, 547, 501 (E)+50, 547, 501 
Military housing rental_..................-- eae 87, 419, 544 (F)+87, 419, 544 
Net recovery in future years-.............].........-.....- 137, 967, 045 +137, 967, 045 
I E cnwaimneennil 209, 481, 273 +209, 481, 273 
Ne eT cevuianenied 1, 033,515,000 | +1, 033, 515, 000 





A. Program costs.—These include $534,256,189, the cost value of grains, cotton, 
and dairy products delivered from CCC stocks plus $554,751,485 for the cost of 
financing exportation of commodities sold from private stocks, as well as trans. 
portation costs on private stocks and on commodities delivered from CCC stocks, 
Following is a breakdown of program costs by commodity applicable to deliveries 
from CCC stocks: 





1959 anticipated supple- 
mental (1958 costs 
Unit of measure 








Quantity Amount 

i ain lst alee a biintaemmdeantineadidl kn becckaemcbieele 896.855 | $166, 653, 206 
Duteer ene butter products.........--<..--<<-nn0-o---.0e Ts ict wnatacpent 22, 707, 374 . 580, 600 
a eunine nieuwe i naatte ih biases 9, 551, 236 3, 817, 
Ge es Gaia’ aie 60, 610, 803 9, 989, 867 
ANE Ath Sob alisanhtnvaiibninndoddebdetneimacnadeadhhe SS ae 13, 688, 009 21, 287, 808 
aaa elated escalating tanita taameits iinet 17, 625, 825 47, 537, 332 
I toad Ro area etecnan 28, 351 102, 835 
I Rk Se Bo En te ck det eonete Hundredweight --- 2, 612, 659 8, 496, 247 
clic nn cia h date ak bhp hind tthe ian tibanbinal Ns iciepes 713, 807 929, 859 
i LC SA aT a aS a eR HR Hundredweight -_- 4, 657, 911 47, 535, 001 
ice, iii tnt Olle tits Un dite cibdndinneé lense OR ht eich 192, 70 963, 798 
I ee el a a RS 60, 856, 782 212, 411, 684 
I bet aes Pee ek es te si eckigeskaned 534, 256, 189 
Private stocks, ocean transportation and other costs----.|....-...---.--------|-------------- 554, 751, 485 
Re i ea dh is lh ween tfcnatousstiwede 1, 089, 007, 674 





B. Interest expense.—This consists of $55,710,312 accrued at a range between 
8.535 and 3.373 percent per annum on 1958 costs and $11,497,925 accrued at a 
rate of 114 percent per annum on unrecovered 1958 costs in 1959 through March 31, 
the anticipated recovery date. 

C. Unrecovered prior years’ costs —In computing the amount of appropriations, 
a deduction is made for estimated cash value of foreign currencies to be received 
in subsequent years from Treasury sales of foreign currencies used by other 
agencies and amounts due from Defense Department from rental receipts from 
military family housing constructed abroad and paid for by foreign currencies. 
These estimates are based on allocations of the foreign currencies made by the 
Bureau of the Budget as of the end of a particular year. Each year a new esti- 
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mate is made of future recoveries and the unrecovered amount from the preceding 


year is included in the current years’ appropriation. 


D. Reimbursements in doliars.—The amount of $71,514,228 represents the do!- 
lars received in fiscal year 1958 by the Corporation from Treasury sales of 
foreign currencies to other Government agencies and from net rental receipts 
fom the Defense Department for military family housing. 

E. Reimbursements in future years—dollars.—The estimate of $50,547,501 
represents net amounts recoverable in future years, after provision for exchange 
josses, for the dollar value of currencies to be purchased from the Treasury by 
other agencies in subsequent years under allocations made by the Bureau of the 
Budget which provides that the Corporation be reimbursed in cash by other 
agencies for certain reimbursable uses of the foreign currencies. 

F. Reimbursements in future years—Military housing rental.—This item 
represents unrecovered amounts disbursed by the Defense Department for con- 
struction of family military housing. These amounts will be reimbursed to CCC 
in subsequent years from net rental receipts from such housing and from quarters 
allowances. 


4. Transfer of CCC grain to Interior for migratory waterfowl feed 


The act of July 3, 1956 (7 U.S.C. 442-446) authorizes the Commodity Credit 
Corporation to make available to the Secretary of Interior through July 3, 1959, 
grain from CCC stocks for use as feed for migratory waterfowl to prevent 
crop damage. This act also authorizes the appropriation of sums to reimburse 
the Corporation for its investment in the grain. 

The estimate of $18,506 represents the investment of the Commodity Credit 
Corporation in 260 tons of grain transferred during fiscal year 1958 from its 
stocks to the Secretary of the Interior for use to prevent crop damage by mi- 
gratory waterfowl. 


§. Transfer of bartered materials to supplemental stockpile 

Under title II of the Agricultural Act of 1956 (7 U.S.C. 1856) the Corpora- 
tion is directed to transfer strategic and critical materials acquired as a result 
of barter and exchange of agricultural commodities, other than those acquired 
for the national stockpile or for other purposes, to the supplemental stockpile. 
Appropriations to reimburse the Corporation for the value of materials trans- 
ferred are authorized by the act. 

The estimate of $82,250,335 represents the value of the strategic and critical 
materials acquired by Commodity Credit Corporation as a result of barter or 
exchange of agricultural commodities or products and transferred to the sup- 
plemental stockpile during fiscal year 1958. Following is a listing of the costs 
of the materials transferred in 1958: 


1959 anticipated supplemental (1958 costs) 


Material : 

mureeve crude: aluminum 0xidé_—...-..-- $5, 991, 660 
IT a 1 sea Amaia nae Rememneace tints 1, 854, 658 
ea eenaeonueucliaee ane 628, 356 
Tee ee a a el eee lee 1, 252, 197 
Lathe ccna etiam igi tet ellnsapabialdadabininimines 2, 240, 720 
I a 3, 431, 177 
re es See ee 1, 818, 977 
NNeee nen ee nee ence eee eee ee ee Ee weiner nineties 230, 509 
NN Nee ee ee en eee eee awe 849, 803 
Neen nT enn ne renee eee etiam ea ened eee 2, 934, 765 
Neen et eaten aeenemen eben aecerbaid 21, 894, 907 
ig ee as 2, 161,677 
ee ee eee ethane aecn 3, 750, 1385 
a a el kee 9, 463, 614 
i eel 873, 652 
i a a aide atid retin 479, 674 
REE A ELE OI LA EOLA LG IT 476, 079 
linens cineca 970, 026 
ta erate iaeteclaintinemeeh meehtidintes 13, 877, 011 

aia eth eie oa ciche ag stienciriehs taeda nari wate vied bance ee 7, 070, 738 
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6. Eradication of vesicular eranthema 


The Department of Agriculture and Farm Credit Administration Appropria. 
tion Act of 1958 authorizes the advance of funds from the Commodity Credit 
Corporation to the Agricultural Research Service to carry out this program, 
The Corporation is reimbursed for these advances. 





Presently Revised Difference 
available estimate 
ede han esac ications ieee 
Nee Oa $1, 243,408 |(A) +$1, 243, 408 
oo a oe oe nes Sn eineeinaeneenae I: Seah her 37, 492 |(B) +37, 492 
casei cocaine coated nn ieeccApnapscomigueie 
ON so anaitiniadielasinidibihncmerins J---2o2-2os0=-= 1, 280, 900 | +1, 280, 900 





A. Program costs.—This item includes unrestored advances to the Agricul- 
tural Research Service for operating funds and for eradication of vesicular 
exanthema of swine as indicated below: 


1959 anticipated supplemental (1958 costs) 








a RI TINO Sern ht bccn nonce $1, 258, 044 
Reappropriation of prior year balances____--__----------------~--~ — 44, 261 
I i gt ene et cae ndadimasoeene 29, 625 
PRIS 6s ees ith ane ieee anew ecdccmnmen 1, 248, 408 
cil Miia sienigitiiedalbnttidn dacs piprenrenenearasinecenencatercnen aan 37, 492 

aan acne dit foal elaine catia nengnnaatiinnereaneianeengemempaihiinie 1, 280, 900 


B. Interest exrpense.—This consists of $23,213 accrued at a range between 
3.535 percent and 3.373 percent per annum on 1958 costs and $14,279 accrued at 
1% percent per annum for unrestored 1958 costs in 1959 for 9 months through 
March 31, the anticipated recovery date. 


7%. Eradication of brucellosis 


Section 204(e) of the Agricultural Act of 1954, as amended (7 U.S.C. 397) 
authorizes the transfer of not to exceed $20 million for fiscal year 1958 of 
Commodity Credit Corporation funds to the appropriation “Salaries and ex- 
penses, Agricultural Research Services, plant and animal disease and pest 
control” for the operation of the accelerated brucellosis program. An appro 
priation to reimburse the Corporation is authorized by the act. 


Presently Revised Difference 
available estimate 
Program costs. _....._- i et es SE ae i $17, 865, 254 | (A) +$17, 865, 254 
Interest expense _--_...........-- peertn sae aie tees eng Sees 243,946 | (B) +243, 946 
ti sek ieee dewbeinsaooawanl Reade canieicegis 18, 109, 200 +18, 109, 200 





A. Program costs.—This item consists of unrestored advances to the Agricul- 
tural Research Service of $14,654,159 for operating funds and $3,211,095 for 
indemnity payments for the accelerated brucellosis program. 

B. Interest expense—This consists of $41,179 accrued at a range between 
3.535 percent and 3.373 percent per annum on 1958 costs and $202,767 accrued at 
1% percent per annum for unrestored 1958 costs in 1959 for 9 months through 
March 31, the anticipated recovery date. 


8. Grading and classing activities 


The Department of Agriculture Appropriation Act of 1952 (7 U.S.C. 414a) 
authorizes transfers of Commodity Credit Corporation nonadministrative funds 
to appropriations available for classing and grading agricultural commodities 
without charge to producers. Transfers are made to the Agricultural Marketing 
Service for classing cotton and grading tobacco not placed under price support 
loan. The act authorizes appropriation to reimburse the Corporation for such 
transfers, plus interest. 

Under the Smith-Doxey Act of 1937, farmers organized to promote improve 
ment of cotton are eligible for free classing service. Under the Tobacco Inspec- 
tion Act of 1935 tobacco producers selling tobacco at designated auction markets 
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are eligible for free inspection and grading service. The class of cotton or the 
grade of tobacco placed on the commodity by a Federal cotton classer or a Fed- 
eral tobacco inspector is accepted as evidence of quality when producers place 
their commodities under loan or offer them for sale to the Commodity Credit 
Corporation. 

If these programs are to operate effectively and to be of maximum benefit to 
producers, it is necessary to maintain (a) a force of tobacco inspectors large 
enough to grade the tobacco on all auction floors prior to sale, and (b) a cotton 
classing organization which is capable of getting classification returns to pro- 
ducers promptly. 

The demand for these services'in fiscal 1958 exceeded that which could be pro- 
yided from available appropriations and other funds. In order to insure a 
prompt efficient service, funds were advanced by the Commodity Credit Cor- 
poration. 








Presently Revised Difference 
available estimate 
I in ccs ec cs mckeien ana eaiiainsinthin aka ea nen at wamsat o $1, 494,063 | (A) +$1, 494, 063 
ND oases. sh iralmacendit biking tomate mind wecng diimeneinaab wine ontballie 16. 807 | (B) +16, 807 
I NMNNRD 2 od wks dos wonlewine en taneepunlasdalonmecseeate ees 1, 510, 870 +1, 510, 870 


A. Program costs.—A net total of $2,361,100 was advanced from Commodity 
Credit Corporation for the classing and grading work. The portion of this 
amount which is attributable to the cost of classing or grading cotton and 
tobacco expected placed under price support was borne by the Commodity Credit 
Corporation. Therefore, this appropriation estimate represents the net amount 
needed for providing these services for the quantities not going under loan, plus 
interest. 

The basis for the amount requested for reimbursement in fiscal 1959 including 
interest is as follows: 


Cotton : 
Total number of classings made by Federal employees_-_-_- 19, 724, 155 
Te EI OS Ok Oe OE ee $3, 573, 198 
SR CONG DOP CLAIR ink coi eee aan nelinwecinne sce $0. 1218 
Total bales classed under Smith-Doxey Act going under 
a aa ea ae arate 3, 614, 174 
sense NC SN Ee $1, 646, 500 
Less: 
Tee a Se ea a 54, 000 
Cost of classing loan cotton (3,614,174 
MEU aeie awh Se 654, 888 
aie Wale ONIN es cdc rccmceenenies 937, 612 
Tobacco: 
Total quantity of tobacco inspected and graded at auction 
mavhete (poUNen) 2 eee ah es 1, 713, 481, 813 
Cost of tobacco inspection at designated markets__--__---_ $2, 487, 675 
Quantity placed under loan (pounds) ~------------------- 146, 122, 000 
Percent of total value entering loan___---_-.-------__---- 8. 53 
Advance from: GGG. eo pbk cnt ceine $814, 600 
Less: 
0 ES ee 46, 000 
Cost of inspecting loan tobacco (8.53 
percent of $2,487,675) _.._.._.-__-__- 212, 149 
"Oo ee eee a ne 556, 451 
Total amount to be repaid: 
ne Sa ee Se ae 937, 612 
NS Re See cre SE SS eee re eT 556, 451 
IR al 1, 494, 063 
a te eee 16, 807 


BT snsieseressipnitienannesnepentaniecmieimnciaeacrbatennnenia 1, 510, 870 
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B. Interest expense.—This consists of $865 accrued at a range between 3,535 
and 3.373 percent per annum on 1958 costs and $15,942 accrued at 11% percent 
per annum for unrestored 1958 costs in 1959 for 9 months through March 31, the 
anticipated recovery date. 


REIMBURSEMENT TO CommopitTy CREDIT CORPORATION FOR Costs oF SpEcraL 
ACTIVITIES 


Program and financing 























Presently Revised Difference 
available estimate 
Program by activities: 
i, suemmenone: Ww ment Agremment.....................].-_-....-..-.- $80, 800, 000 +$80, 800, 000 
2. Emergency famine relief to friendly peoples_.......-|_.....-------- 119, 270, 000 +119, 270, 000 
3. Sales of surplus agricultural commodities for foreign 
a le i lacmecnncnncens 1, 033, 515, 000 +1, 033, 515, 000 
4. Transfer of Commodity Credit Corporation grain to 
Interior for migratory waterfowl feed__........-__|_-.---.--.---- 18, 506 +18, 506 
5. Transfer of bartered materials to supplemental 
de cmmeneenres 82, 250, 335 +82, 250, 335 
6. Animal disease eradication activities................|--.----------- 19, 390, 100 +19, 390, 100 
7,<Greding andi cinssing activities.....................|.............. 1, 510, 870 +1, 510, 870 
INN oes at ec iss oat seer 1, 336, 754, 811 +1, 336, 754, 811 
Financing: Proposed supplemental appropriation... ___-_- |- sir eeamningeainie 1, 336, 754, 811 +1, 336, 754, 811 
Object classification 
Presently Revised Difference 
available estimate 
a oeldnncbimacionen $72, 848, 051 +$72, 848, 051 
Undistributed: Repayment of advances from Commodity 
Tee ecsinnicgl maioninninsiideouinn 1, 263, 906, 760 +1, 263, 906, 760 


Sie 2 Ste I, 336,754,811 | +1, 336, 754, 811 





Commopriry STABILIZATION SERVICE 


STATEMENT OF WALTER C. BERGER, ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE; ACCOMPANIED BY H. LAURENCE MAN- 
WARING, DEPUTY ADMINISTRATOR FOR PRODUCTION ADJUST- 
MENT, COMMODITY STABILIZATION SERVICE; AND R. P. BEACH, 
ASSISTANT DEPUTY ADMINISTRATOR, OPERATIONS, COMMODITY 
STABILIZATION SERVICE 


ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


Senator Russetx. This next item was sent directly to the Senate 
after the bill had been considered by the other body. This is a new 
budget request for the Commodity Stabilization Service. 

The estimate is for $2,375,000 to be derived from “Conservation re- 
serve program” to measure cotton acreage during fiscal 1959. 

This item will be submitted by Mr. Walter Berger. 

(The justifications for this item follow :) 


CoMMODITY STABILIZATION SERVICE 


(S. Doc. 20) 
Acreage allotments and marketing quotas 
ce  ieseeinipiegunenuveuenieunan $39, 715, 000 
i apoeseneislaneieenmaenassnaiaies +2, 375, 000 


VIER BIT, Be ccceereneesenceeecenenecenececcese 42, 090, 000 
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PROPOSED LANGUAGE 


“For an additional amount for ‘Acreage allotments and marketing quotas’, 
$2,375,000, to be derived by transfer from the appropriation for ‘Conservation 
reserve program’, fiscal year 1959.” 


EXPLANATION OF LANGUAGE 


The proposed language would increase by $2,375,000 the total appropriation 
for acreage allotments and marketing quotas, by transfer from the appropria- 
tion for “Conservation reserve program,” fiscal year 1959, to provide funds 
for increasing the percentage of performance checking on the 1959 crop cotton 
acreage. 

PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Pursuant to laws enacted subsequent to the transmission to Congress of the 
estimate for fiscal year 1959, additional funds are required to check performance 
on increased acreage for the 1959 crop of cotton. Public Law 85-835, approved 
August 28, 1958, provides for a program for Upland cotton for 1959 and 1960 
under which producers may elect to take an increase of not to exceed 40 percent 
in their acreage allotments coupled with a 15-percent parity reduction in price 
support. Funds were not included in the regular 1959 budget because reports 
on participation were not then available. Final participation reports have 
now been received and about 7.2 percent of the producers availed themselves 
of the increased acreage provision, and have added 1,017,830 acres to their 
normal acreage. On the basis of a current review of the program, it is esti- 
mated that performance checking can be accomplished on about 44 percent 
of the 1959 cotton crop acreage b°fore July 1, 1959, with funds available. 

An increase of $2,375,000 would permit performance checking by ASC county 
committees on approximately 75 percent on the 1959 crop cotton acreage, which 
was about the level attained prior to the introduction of the acreage reserve 

am. It is essential that performance be checked on a substantial part of 
the 1959 crop of cotton before July 1, 1959, so that marketing quota cards may 
be issued to producers who wish to sell their cotton. Harvesting begins as early 
as July 1 and marketing begins on August 1. Under the new program the Gov- 
ernment is committed to buy most of the 1959 crop cotton and purchases cannot 
be made unless the producers hold an approved marketing quota card. Any 
delay in this process would be contrary to the interests of the producers and 
the successful operation of this program. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FICAL YEAR 1959, FOR “ACREAGE 
ALLOTMENTS AND MARKETING QUOTAS” 


The Agricultural Act of 1958 (Public Law 85-835, approved August 28, 1958), 
provids that with respect to the 1959 and 1960 crops of Upland cotton, the 
Secretary give each producer a choice of (1) plan A, planting within his regular 
acreage allotment and receiving price support determined under section 101 of 
the Agricultural Act of 1949, as amended; or (2) plan B, increasing his acreage 
by not to exceed 40 percent as determined by the Secretary and receiving price 
support at 15 parity points below the level under plan A. For the 1959 crop the 
increase was announced at the full 40 percent. 

On the basis of a final report of participation received a few days ago, on the 
1959 Choice (B) Upland cotton program, about 7 percent of the producers 
availed themselves of the increased acreage provisions, and have added about 
1,017,830 acres to their normal acreage. Farmers had until March 16, 1959, 
to make their choice. An increase of $2,375,000 would permit ASC county com- 
mittees to check performance on about 75 percent of the 1959 crop cotton acre- 
age. Performance checking is estimated for the increased acreage at about half 
of the cost per acre estimated for the fiscal year 1958. This is based on the 
assumption that most of the additional acreage will be added to existing farm 
allotments which will facilitate the performance checking. 

Unless the additional funds requested are provided, it is estimated that only 
about 44 percent of the 1959 crop acreage can be checked before July 1, 1959, 
with funds available. Up to about 75 percent of the crop has been checked 
prior to the introduction of the acreage reserve program. The total estimate 
of the 1959 crop which could be planted is 17.32 million acres. After subtracting 
600,000 acres which it is estimated will be placed in the conservation reserve, 
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the estimate of total planted acreage is 16.72 million acres. This is 4.02 million 
acres more than the 12.7 million acres which had to be checked under the 1958 
eotton acreage allotment and marketing quota program. The Department be. 
lieves it is essential that the maximum amount of performance checking be done 
prior to July 1. Checking less than 75 percent of the 1959 crop farms and acreage 
would have the effect of increasing the 1959 crop farms and acreage that would 
have to be checked in 1960. It would also have the effect of carrying Over into 
1961 a higher percentage of farms and acreage than is desirable. 

Harvesting begins as early as July 1, 1859, and the marketing year for the 
1959 cotton crop starts in August 1959. Approved marketing quota cards must 
be issued to producers who wish to sel] cotton by that time. If performance 
checking is delayed on more than half of the crop until July 1, the result wil] 
probably mean that the issuance of cards will be delayed in many cases. Also 
performance checking will become more difficult to do. Personnel to do this 
work are normally recruited from schools and colleges beginning in May. If 
funds are not available to hire them, they will seek other employment. They 
may therefore not be available to do the work starting in July. 

Early issuance of marketing cards for the 1959 crop is extremely important 
this year in view of the change in price support operations prescribed by law, 
Price sunport on Choice A cotton will be by means of purchases by CCC. Cur- 
rent estimates are that CCC will purchase 10.9 million bales or 74 percent of 
total production. The producer will not be able to obtain price support until 
he has received his marketing card. 

Performance checking on all programs is usually heavy in the first and last 
quarters of a fiscal year. Postponing an undue amount of cotton performance 
work to the quarter beginning in July will increase the pressure on cotton as well 
as all other programs. The result will probably contribute to an inefficient 
operation. 

The appropriation for the fiscal year 1959 is $1 million less than the amount 
available for the fiscal year 1958. Along with this decrease in funds the cost of 
some of the additional work resulting from the Agricultural Act of 1958 is being 
absorbed. Such work includes (a) apportioning the national acreage reserve of 
310,000 acres among States and counties, (0) holding instructional meetings with 
State and county office personnel to discuss the programs for 1959 and 1960 and 
any changes necessary in program operations, (c) explaining program provisions 
to farmers, (7) recomputing each farm acreage allotment to provide for the 40- 
percent increase, (e) renotifying farmers of the allotment under each choice and 
requesting them to notify the ASC committee of their choice, (f) reviewing and 
recording the choice made by farmers and preparing periodic reports of the 
Choice B signup, (g) issuing instructions and procedures covering the 1959 and 
1960 programs, and (h) printing special allotment notices to be used solely for 
cotton. Also being absorbed is the cost of additional work incident to the 
addition of 140 counties and 3 new States in the commercial wheat-producing 
area. 

The Department recommends that the estimate be increased from $39,715,000 
to $42,090,000. 


ACREAGE ALLOTMENTS AND MARKETING Quotas 


Program and financing 


Presently Revised Increase 
available estimate 





Program bv activities: Acreage allotments and marketing 
quotas (total obligations) 


$39,715,000 | $42,090, 000 $2, 375, 000 
Financing 


Appropriation (new obligaticnal authority) _.................. 39, 715, 000 42, 090, 000 2, 375, 000 
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Object classification 
ee Ss Sa: eee ee ee eee 
Presently Revised Increase 
available estimate 
ee SS. 
6 Printing and reproduction..........-..------------------- $289, 950 $900,000 Lsii lies. on 
qi Other contractual services: 


Advanced to— 
‘‘Administrative expenses, sec. 392, Agricultural 














Adjustment Act of 1938’’ (7 U.S.C, 1392)__---._- 6, 886, 300 OG G08, S00 foncconcosnncan 
“Local administration, sec. 388, Agricultural 

Adjustment Act of 1938’’ (7 U.S.C. 1388)-...----_-- 32, 538, 750 34, 913, 750 2, 375, 000 

ROR CII iin nk cas ndetyasaccdcenins 39, 715, 000 42, 090, 000 2, 375, 030 








GENERAL STATEMENT 


Mr. Bercer. Mr. Chairman, I appreciate this opportunity to dis- 
cuss with you the estimate of $2,375,000 for acreage allotments and 
marketing quotas to provide necessary funds for measuring 1959 crop 
cotton acreage. 

I would like to discuss the item now, to explain why it was not in- 
cluded in the estimates presented to the House, and why it is essential 
that these additional funds be provided in the second supplemental 
bill (H.R. 5916) now being considered by your committee. 


INCREASE IN COTTON ACREAGE 


You will recall that Public Law 85-835, approved August 28, 1958, 
provides for a program for upland cotton for 1959 and 1960 under 
which producers may accept their normal cotton allotment, called 
Choice A, or they may elect to take an increase of not to exceed 40 
percent in their acreage allotments, coupled with a 15 percent parity 
reduction in price support (called Choice B). 

This law was enacted subsequent to transmission of the regular 
1959 budget. We recognized that increased costs would be necessary 
somewhat in proportion to the amount of participation by producers. 
Accordingly, an estimate of needs in 1959 was discussed during prepa- 
ration of the 1960 budget. The 1960 budget makes reference to this 
program and indicated that: 

Additional funds may be required in 1959 and 1960 for meeting the additional 
workload with respect to cotton, pursuant to the Agricultural Act of 1958 (p. 
$58, 1960 budget). 

The budget also pointed out that only about 33.7 percent of 1959 
crop cotton farms could be measured with funds available for 1959. 

At that time it was decided to defer an estimate until the final re- 
ports of participation by producers was available, rather than to base 
the estimate on a forecast. 


POTENTIAL 1959 CROP 


On March 27, 1959 a report of final signup by farmers for Choice 
B showed that 69,138 farmers had elected to plant increased cotton 
amounting to 1,017,830 acres. 

In total this represents a potential 1959 crop of 17.82 million acres. 
After subtracting 600,000 acres which we estimate will be placed in 
the conservation reserve, total planted acreage is estimated at 16.72 
million acres, which is 4.02 million acres more than the 12.7 million 
acres of cotton which had to be checked under the 1958 acreage allot- 
ment and marketing quota program. 

_ Our estimate of the total costs involved in putting the program 
into effect is about $1,031,000 and for checking performance on 75 
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percent of the 1959 crop prior to July 1, 1959, is about $5,706,000, 
‘These requirements are offset by funds available amounting to 
$3,418,000 for such work in the current appropriation, and by $946,000 
which was applied to this work by releasing it from the corn acreage 
allotment program, which was discontinued this year. The net in. 
erease requested is, therefore, $2,375,000, all of which if made avail- 
able will be used to meet expenses of the county ASC offices. 


CONSEQUENCES OF POSTPONING WORK 


We estimate that about 44 percent of the 1959 crop can be checked 
before July 1, with funds available. This is far below levels reached 
in the past. Prior to the acreage reserve program we have tried to 
measure 75 percent of the crop before June 30. Even during the 
existence of the acreage reserve program, measurement was about 60 
percent. The new cotton legislation makes it more important than 
ever that producers be given approved marketing cards as soon as 
possible. The Government is committed to purchase all choice A 
cotton, which is the bulk of the 1959 crop. A purchase cannot be com- 
pleted unless the producer has the approved marketing card. It is 
essential that the maximum amount of measurement be done promptly, 
so that these marketing cards can be issued as soon as possible since 
the cotton marketing year starts on August 1. 

In addition, the postponement of substantial measurement work un- 
til after July 1 would seriously hamper the efficient operation of per- 
formance checking activities. 

Personnel to do this work in the counties are normally recruited 
from vacationing high school and college students in May and June, 
If these jobs are not available then, these students will likely seek 
other employment and not be available after July 1. Since per- 
formance work is heaviest during the last and first quarters of a fiscal 
year, postponement of the workload to the next quarter would create 
difficulties in attempting to do an increased amount of work. Un- 
favorable weather in July could create even more difficulties. Our 
practice has been to take advantage of every break in the weather to 
get the necessary performance work done on time. We believe it 
would be unwise from the standpoint of good administration to do 
otherwise. 

TERMINATION OF CORN ACREAGE ALLOTMENTS 


Mr. Chairman, I am sure you are aware that the appropriation 
for acreage allotments and marketing quotas currently available for 
the fiscal year 1959 is $1 million less than the $40,715,000 available 
for the fiscal year 1958. Even though corn acreage allotments were 
terminated with respect to 1959 crops, it was necessary to carry out 
the corn program until that matter was resolved through the No- 
vember referendum. 

Funds not needed to continue work on corn have been used to meet 


all pay and postal costs and a substantial part of the work on the new | 


cotton program. ‘The termination of the acreage reserve program for 
1958 crops will, of course, result in this appropriation bearing 4 
heavier share of overhead costs than would otherwise be the case. 
Also, we are absorbing the cost of additional work incident to the 
addition of 140 counties and 3 new States in the commercial wheat 
producing area. 
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Mr. Chairman, we are grateful for the opportunity to bring this 
t matter before your committee. We shall be glad to answer any 
questions you or other members of the committee may have. 


NEW COMMERCIAL WHEAT PRODUCING STATES 


Senator RusseLu. Which are the three new States in the commercial 
gheat producing area ? 

Mr. Beacu. I do not have the complete answer right here. Arizona, 
sdded with respect to the 1960 crop, and Mississippi, added effective 
with the 1959 crop, are two of them. 

Senator RusseLt. You can furnish the other one? 

Mr. Beacu. We will furnish the other one for the record. 

(The third State was Alabama, which was added effective with the 
1959 crop.) 


TOLERANCES IN ACREAGE MEASUREMENTS 


Senator Youne. I would like to ask this question: In your program 
you gold the farmer down to figuring his area down to a fraction of an 
acre { 

Mr. Bercer. Yes, sir; to a tenth of an acre. 

Senator Youne. In the case of a 100- or 200-acre field, do you think 
any expert surveyor can come within a tenth of an acre? 

Mr. Manwarina. Sir, we do have available to the county office 
anployees a tolerance which they may use in ironing out some of those 
dificulties. We recognize that on those large fields you cannot meas- 
ue that closely. They have a tolerance which amounts to 3 percent, 
or nine-tenths of an acre, whichever is greater. 

Senator Youna. It seems to me in the State of North Dakota there 
isa misunderstanding, and we need a lot of explaining as to these 
fractions and possibly eliminating the fractions that are carried. 

Mr. Manwartna. Most of this measuring is done by aerial photo- 


_ graphs and in reality it is a matter of identifying the field and then 
' running around it with a planimeter, which gives you automatically 


the acreage in the field. Now, that is done three times, and if they 
come out fairly close in each of the three times, they average it, and 
inthat way you get this measurement of an acre. It even measures 
out to hundredths of an acre with that method of measuring it. It 
isnot a matter of measuring each field manually and coming out to 
atenth of an acre; it is a computation and therefore we have a toler- 
mee in making the computation, which takes care of this small frac- 
tion there. 

Senator Youne. If you register it as a 100-acre wheat field, and it 
isthree-eighths of an acre overseeded, you penalize them. 

_ Mr. Manwartne. Yes, but once we measure it and determine what 
itis, we do not remeasure it. He knows what it is before planting. 

Senator Younc. Why do you have to have that fraction of an acre? 
Ifa hundred-acre field is three-eighths of an acre over, that is getting 
pretty technical. 

. Manwartina. Yes; it is. We have a lot of fields much smaller 
than that, but it comes out that way. This tolerance will take care 
of most of it, Senator, I think. 

Senator Youne. I have been urging this all my life, urging you 
todo this. I actually cannot think of penalizing the farmer if he is 
within a fraction of an acre in a field of at least 100 acres or more. 

38932—59—_9 
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Foreign AGRICULTURAL SERVICE 


STATEMENTS OF MAX MYERS, ADMINISTRATOR, FOREIGN AGRI. 
CULTURAL SERVICE; PATRICK M. 0’LEARY, ASSISTANT ADMINIs. 
TRATOR, MARKETING DEVELOPMENT AND PROGRAMS, FOREIGN 
AGRICULTURAL SERVICE; AND WALTER S. SHAFER, DIRECTOR, 
OFFICE OF INTERNATIONAL TRADE FAIRS, DEPARTMENT OF 
COMMERCE 


AGRICULTURAL AND HORTICULTURAL EXHIBITIONS 


Senator Russett. We have another substantial item that was sent 
directly to the Senate, and there are two subitems involved, agri- 
cultural and horticultural exhibitions, totaling an estimated amount 
of $1,275,000 U.S. dollar equivalent of foreign currency. 

(The justifications follow :) 


SALARIES AND EXPENSES 
(S. Doc. No. 20) 
Agricultural and horticultural exhibitions 


Appropriation to date, 1959 
I sel a ies chins balan eeeenen * $1, 275, 000 
Nee een eee eeednguiestepariedpeaiomeronennnee * 1, 275, 000 


2U.8. dollar equivalent of foreign currency. 


PROPOSED LANGUAGE 


“Subject to allocation in such manner as may now or hereafter be prescribed by 
the President, foreign currencies which have accrued under title I of the Agricul- 
tural Trade Development and Assistance Act of 1954, as amended (7 U.S.C. 1704), 
may be used without fiscal year limitation for the purposes of section 104(m) of 
that Act, including administrative expenses directly related thereto, in an amount 
not to exceed the equivalent of $1,275,000.” 


EXPLANATION OF LANGUAGE 


The proposed language would provide for authorization to use foreign cur- 
rencies to participate in agricultural and horticultural fairs p.ursuant to section 
104(m) of the Agricultural Trade Development and Assistance Act of 1954, as 
amended. 

PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this supplemental estimate is to provide funds for exhibits at 
the World Agriculture Fair to be held in New Delhi, India, from December 1959 
to February 1960, and at the Rotterdam International Horticultural Exhibition 
in Rotterdam, Netherlands, from April to September 1960. Since considerable 
advance preparation is required in setting up exhibits of this type and size, funds 
will be required for obligation in the last quarter of the fiscal year 1959. There 
is no authorization to use funds from other sources in the Department to finance 
these exhibits; therefore, authorization is requested to use foreign currencies 
which are available. 


JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1959, FOR AGRICULTURAL 
AND HORTICULTURAL EXHIBITIONS 


Authorization is requested to use the equivalent of $1,275,000 of foreign cur- 
rencies received from the sale of surplus agricultural commodities under title 
I of Public Law 480 for U.S. participation in the following: 

1. World Agriculture Fair, New Delhi, India, December 1959 to February 
1960.—The fair is being sponsored by a national organization of Indian farmers 





IIS. 
[GN 


OR, 
OF 


sent 
gri- 
unt 


n) of 
Lount 


. cur: 
ction 
4, as 


its at 
r 1959 
bition 
erable 
funds 
There 
nance 
encies 


TURAL 


nm cur: 
r title 


bruary 
urmers 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 129 


(Bharat Krishak Samaj) and the city of New Delhi is making available 130 
acres within the city limits for the event. The fair will be essentially an exhi- 
bition of food and agriculture, and will be the first World Agriculture Fair. The 
fair is being arranged to synchronize with the 11th Annual Conference of the 
International Federation of Agricultural Producers. U.S. farm groups who are 
members of this federation are the Grange, the Farmers Union, and the National 
Council of Farmers Cooperatives. 

The U.S. exhibit will take up approximately 100,000 square feet of space. The 
theme of the U.S. agricultural exhibit will be the technological revolution in 
American agriculture and unsurpassed agricultural productivity borne of an 
essentially free enterprise system. The theme will be demonstrated by a series of 
individual displays of techniques and products showing the continuing technical 
developments in agriculture. For example, the first section of the exhibit will 
establish the American farmer in his natural community environment. This 
will be done with a terrain model of several farms. This approach provides the 
opportunity to focus upon a single American farm, while at the same time showing 
several different kinds of farm enterprises that are further displayed in subse- 
quent sections of the exhibit. The second section, research and education, will 
show how the American farmer has acquired and put into use technological 
advancements in agriculture. This section will incorporate the part being played 
by atomic energy in agriculture. The third section will show production effi- 
ciencies in at least two exhibit units on poultry raising and dairying and on 
specific crops such as wheat, corn, and soybeans. Another section will highlight 
marketing of farm products. Additional displays will be set up to complete the 
exhibit. 

In view of the scope of the proposed New Delhi exhibit, several departments 
and agencies of the U.S. Government will cooperate in its development. Foreign 
currency requirements would be met with the use of $100,000 equivalent under 
104(a), market development, and $1,125,000 equivalent under provisions of 
104(m) of Public Law 480, as amended. Dollar costs would be met through an 
expenditure of $300,000 by the Atomic Energy Commission and approximately 
$390,060 of funds by the Office of International Trade Fairs, Department of 
Commerce. It is considered essential that the United States participate in this 
exhibit and show the great strides made in American agriculture under our 
free enterprise system. This is particularly important in view of the knowledge 
that many other countries will be exhibiting at this fair, showing not only agri- 
cultural developments, but also ideologies in agriculture and elsewhere which 
are contrary to a democratic way of life. 

The funds requested for the Department will be used for necessary foreign 
currency expenses required for an exhibit of this size, but some of the principal 
costs will be for site rental and utilities, pavilion construction, and maintenance, 
and for constructing and dismantling the exhibit. 

2. Rotterdam International Horticultural Exhibition, Rotterdam, Netherlands, 
April to September 1960.—The city of Rotterdam has set aside 100 acres of park 
area for an international exhibition covering every aspect of ornamental and 
edible horticulture. There will be general and specific exhibits on horticultural 
education and scientific research including flower bulbs, flowering trees and 
shrubs, potted plants, roses, perennials, botanical garden specimens, and dis- 
plays of fruit, vegetables, seeds, etc. There will be included demonstrations 
of techniques related to horticulture including demonstrations of food proc- 
essing, canning, packing, freezing, storage, etc. 

The exhibition marks the occasion of the 100th anniversary of the Royal 
Annual Dutch Bulb Growers Society and the 400th anniversary of the introduc- 
tion of tulips into Europe. Many countries of the world have indicated their 
intention to participate making it a truly international exhibition. About 5 
million visitors from all over the world are expected to attend during the 6-month 
period of the fair from April to September 1960. 

There is widespread interest in the United States in these activities, and 
for appropriate U.S. participation. The Department should take advantage 
of the opportunity to bring to the attention of this important group of the 
world’s population the outstanding developments in the United States in the 
horticultural field. The United States has a real contribution to make to the 
horticultural knowledge of the world and at the same time has much to gain 
from the work and experiences of other participating countries. 

The American Horticultural Council which includes among its membership the 
major horticultural groups in the United States has spent much time in de- 
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veloping plans for U.S. participation in the exhibit and expects to carry the major 
part of the cost of the exhibit. 

The funds requested for the Department will be used largely for travel and 
subsisteuce of exhibition officials and technicians responsible for the exhibit, 
employment of temporary local help for preparing and maintaining the exhibit, 
certain materials which will need to be acquired, transportation of materials 
provided by cooperators in the United States, and miscellaneous costs. The 
estimate of $150,000 for USDA was determined after extended consultation 
with the National Horticultural Council and represents the minimum necessary 
to insure an effective exhibit. The cost for the U.S. exhibit to be borne by 
the American Horticultural Council and associated groups will considerably 
exceed the U.S. Government expenditure. It is expected that the exhibit 
will be conducted as a cooperative project between the Department and the 
American Horticultural Council. 


ForEIGN AGRICULTURAL SERVICE—SALARIES AND EXPENSES 
(All amounts stated in U.S. dollar equivalents) 


Program and financing 
Supplemental 
estimate, 1959 


Program by activities: Agricultural and horticultural exhibitions 


Neen a a ds cs nagen ehelin ee oerenee $1, 275, 000 
Financing: Authorization to expend foreign currency receipts (7 
I il aa meinem nemalen ein idae mene 1, 275, 000 


Supplemental 


estimate, 1959- 


nS a eee $170, 000 
NEE ee re 102, 000 
ne ah eee emee 3, 000 
De ee nee ee mene eaneene 145, 000 
Sp sre emu CRUE, 2 8S ee 810, 000 
es 45, 000 

ee cece cece ecceoesentoe 1, 275, 000 


GENERAL STATEMENT 


Senator Russetx. This item will be presented by Mr. Max Myers, 
Administrator, Foreign Agricultural Service. 

Mr. Myers. Sir, I have with me Mr. Patrick O’Leary, Assistant Ad- 
ministrator of Foreign Agricultural Service, and Mr. Walter Shafer, 
Director, Office of International Trade Fairs, Department of Com- 
merce, inasmuch as one of the items involved something which would 
be worked out by both departments, so that we may be able to answer 
any questions. 

I do not have a prepared statement. I would like to make a very 
brief comment. 

Senator Russery. All right, Mr. Myers, you may proceed to do 
80. 

Mr. Myers. The request for use of foreign currencies under 104(m) 
for agricultural and horticultural fairs is the first that has been sub- 
mitted under this provision of the law. 

As far as we know, the two agricultural and horticultural fairs men- 
tioned herein are the only ones to come up within the next few months. 
We have not been asked or told of any others. Both were brought 
to our attention and the plans for them developed during the fall of 
1958 when it was too late to include them in the regular budget. 





rw 2 et eC! 


at 
19 


S11 SSSS5S5 ch 


# 


d- 
T, 
Nn- 
Id 


er 


do 


n) 
ib- 


n- 
hs. 
rht 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 131 


Both need to get under way promptly. In fact, the planning has 
already been done to some extent and therefore it is necessary that 
they be put on the supplemental budget. Both are large agricultural 
and horticultural exhibitions which will attract millions of visitors. 
We feel that it is very important that the United States have ade- 
quate and attractive exhibits at these fairs. These are not trade fairs 
in the normal sense. They are exhibits of American agricultural life, 
American horticultural products, not promotional trade exhibits. For 
that reason, it is felt they belong under 104(m). 

That is all I wish to say at this time. We would be glad to answer 
any questions about them that you may have. 

Senator Hotianp. Do I understand that this request relates solely 
to the use of foreign currencies ? 

Mr. Myers. Yes, sir. 

Senator Hotianp. Foreign currencies that are acquired under 
Public Law 480? 

Mr. Myers. Yes, sir. 


CURRENCIES AVAILABLE IN INDIA AND THE NETHERLANDS 


Senator Hottanp. What currencies are available at the present time 
in both of these areas ? 

Mr. Myrrs. In the case of India, or the New Delhi Fair, currencies 
are available in that country. 

In the case of the Rotterdam exhibit, either guilders will be ac- 
quired under a Public Law 480 sales agreement very soon or we shall 
convert currencies from another country where funds are already 
available. 

Senator Hottanp. Under the program now applicable in Western 
Europe, are currencies from other countries like the Netherlands 
available for conversion and use at the Rotterdam exhibits ? 

Mr. Myers. Not necessarily in Western Europe, sir, but we have 
some small amounts of Mexican currency and one or two others which 
are under our control and which could be converted if we cannot get 
the guilders at the appropriate time. | 

Senator ELtenper. Mr. Chairman, this is my first appearance in 
this huge room. It looks more like an amphitheater than a hearing 
room to me. It puts me at a great disadvantage in that I like to see 
the witnesses, and see their eyes—I like to be close to them, and I am 
in hopes that some of the other hearings that we hold will be held in 
smaller rooms, so that I can be nearer the witnesses. 

I do not want to discuss at this moment the huge expenditure re- 
quired to provide this new Senate Office Building, but this amphi- 
theater demonstrates the waste that took place. There is no excuse 
for constructing a room of this size. 

As I understand it, there are many more like it. 


SOURCE OF FUNDS SPENT IN INDIA 


Now, returning to the question at issue, out of what Public Law 480 
funds do you expect to obtain this million dollars, or whatever amount 
we spend in India? Are the funds allotted to the State Department 
or especially to the Agriculture Department ? 
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Mr. Myers. These would be obtained under section 104(m), from 
moneys acquired under this title, on sales, but not presently specified 
for either Department. 

Senator ELLeNper. Well, as you know, under the law as it now 
stands, certain funds were assigned for investigations, others to assist 
colleges abroad, to defray costs of scholarhips, and what-have-you, 
and also to further democracy plus funds to take care of military ex- 
penses, as well as State Department expenses. Would these funds be 
separate and apart from those? 

fr. Myers. Yes, sir. 

Senator ExL.enper. In effect you are now asking for a new use for 
Public Law 480 funds? 

Mr. Myers. Yes, sir; but not of the funds previously allocated to 
any other use. 

Senator Extenver. I understand that. 

Mr. Myers. Yes, sir. 

Senator ELLtenDer. How would that affect the amount to be loaned 
back to the host country ? 

Mr. Myers. Sir, this comes from the portion set aside for U.S, 
uses already, and does not affect the amount loaned back to the other 
countries. 

Senator EL.tenver. Now, is the amount set aside from this money 
for U.S. uses separate and apart from the amount set aside for the 
exclusive use of the Department of Agriculture, the Department of 
State, and other agencies? 

Mr. Myers. This varies with the individual agreement, but it is 
part of the same general pattern. I would like to ask, with your 
permission, that Mr. O’Leary, the Assistant Administrator, who is 
familiar with that type of work, explain to you a little further the 
handling of foreign currencies in agreements concerning India 
specifically. 

Senator ELLenper. Very well. 


UNEARMARKED FUNDS FOR INDIA 


Mr. O’Lrary. In the case of India, Senator, the agreements have 
been exceedingly large. For that reason, it was not felt that there 
was any necessity to earmark particular amounts in advance for 
these separate uses of U.S. agencies. A certain total amount in 
each agreement was reserved for U.S. use. 

Senator ELLtenprr. Was that in accord with the Public Law where- 
in we stated, in effect. that so much was to be set aside for the use 
of education, scholarships, the State Department, the Military? 

Mr. O’Leary. Yes, sir. 

Senator Exxenper. I mean, are these funds separate and apart 
from that. 

Mr. O'Leary. No, sir. That is it: The agreement will say that 
X percent will be made available as a loan to the Government of 
India and Y percent will be for the use of the United States under 
subsections (a), (b), (ce), (d). (e), (f), et cetera, so that amount, 
under the agreement with the Government of India, is available for 
all of those uses. The agencies, as they find need for the funds, justify 
their programs, present their requests for allocation and apvortion- 
ment to the Bureau of the Budget. The request for these funds to 
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finance this fair has been agreed to by the Bureau of the Budget as 
not infringing on the needs of the various other uses. 

Senator ELLENpER. Well, what amount of funds do you have there 
that you could use for almost any purpose you desire? If you use 
some for fairs, would it be possible for you to use any other money 
for other programs that you might desire? 

Mr. O’Leary. We could use it for any approved use under section 
104 of the act. 

Senator ELtenper. You say the amounts in India are quite large, 
and I am inclined to agree with you. Now, I wonder if you would 
put in the record a statement of the amount ? 

Mr. O'Leary. I would be glad to. 

Senator ELLenper. Then we can make sure of how much is assigned, 

ursuant to the law, to each Department, and then, aside from that, 
vn much there is over and above that that can be assigned. 

Mr. O’LeEary. Yes, sir. 

Mr. Myers. We shall do that. 


(The information referred to follows :) 


Public Law 480 sales agreements in India summarized by use 








Dollar valne Amount Deposits 

Number of | of commodi- allocated (U.S. dollar 

Agreement No. agreements ties under (U.S. dollar | equivalent at 

agreements ! | equivalent at | deposit rate) 

deposit rate) 

SB iicncadd cndnmashs ones scons ee aeNas 

IOI a snn co si essen einen int diniiepannee~eal 2 $1, 456, 078 Sh, GO, Fee dbepetntccesans 

WM(b), General Services Administration.-.....]-.--..--.-.--. Se Thswesstateniuaiahen oueommeaia 
14(d), International Cooperation Adrninistra- 

Tt. 1>sneensianssaanemid=shniniaoinah ala edaneiaxanel 2 5, 980, 009 BOR 1G Fac ntdinncetae 
1M(e), International Cooperation Administra- 

eats Hh Sine Cha acinachiheshn bigull «gbdeadenwseual DR COR Boece dennnicdhateiidinddaen 

EE OE enn actanccdedqoareaeeetal sananncnteqnael 73, 900, 000 TE POA UEO Lascmnasncdecse 

i CG. ciindea¢dimbuadictbaratinal icnddhnowaaiels 95, 163, 913 3, 206; 6 [2 3--~ <2 -scsce 


1M(g), International Cooperation Administra- 





SN ae 6c pnb deeded déddesbbacidetee titiiniipdlsocceyen 2 1, 800, 000 Se 2 2 eee 
SEC Ares LEIOPINECION A SONCY qq... cccncencncnn| ccwccccsccasce FE ssw cairn aa Rina can acoder 
14 a, SOIRtION ARONOT iii soediisede ds lla ccnccsscncnen 5, _ cicada aaa hed baie iin 
TL, 2 db hp de bcdwngns ona iieas tied ns sos (2) 
ld iketh deeb ibncdmuabiinnnseaanedebnel athe kann (2) 
of sda llasehnanpiboatnavebapbioanpixtalanipadunimenes (?) 
Bg ddb-Seaiciind= cn lonnaarsnpupecesscanescenes|secbesssncuses (?) 

RIES © ino. oaiahibobbanechs ndeedbbandababan 3 | 658,200,000 | 508, 141, 150 399, 697, 155 


'Each Public Law 480 agreement specifies the approximate total dollar amount of commodities to be 
shipped under the terms of the agreement. Each agreement may also specify the peegremse (in terms of 
subsee, (a) throngh (0) of sec. 104 of Public Law 489) for which funds may be used by the United States. 
Inorder to provide fiexibility in the use of funds, however, many agreements provide that a specified amount 
Offoreign currency proceeds may be distributed (with the exception of subsection (g) loans) at the discretion 
ofthe United States. Balances not distributed, such as programs authorized but for which no specific 
plans have been developed, a.e included under subsec. (f) for sale to dollar appropriations, The distribue 
tion shown here is, therefore, subject to revision when allocations have been completed. 
ao programs which are authorized by agreement, but for which no specific plans have been de- 


Source: U.S. Treasury statement for the quarter ended December 31, 1958. 
USE OF FUNDS FOR FAIRS 


Senator Russex. Is this the first time that your funds have been 
used for a fair? 

Mr. Myers. This is the first request for an agricultural and horti- 
cultural fair under the 104(m) section. Under 104(a), we have used 
funds on numerous occasions for market development trade fair type 


of things. 
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Senator Russetz. Yes, I was, under the impression you already 
had the authority to go ahead with these fairs, to develop foreign 
trade? 

Mr. Myers. For trade purposes; yes, sir. 


| 
| 
| 


Senator Russetu. Under 104, you have a number of purposes op | 


which you can utilize these foreign currencies. 

Mr. Myers. The act, as amended last summer, provided the new 
category for the agricultural and horticultural fairs, intended to 
cover those which were not primarily trade fairs, and these would 
come within that definition. 

Senator Russert. That was an authorization of the Congress to 
make funds specifically available under that authorization ? 

Mr. Myers. Under 104(m). 


FUND AVAILABILITY 


‘ Senator Russeii. And you are asking for $1,275,000 for the two 
airs? 

Mr. Myers. Yes, sir. 

Senator Russett. Why is it necessary to have these funds without 
fiscal year limitation? How long is the fair going to run? 

Mr. Myers. The New Delhi Fair will run from December 1959 to 
February 1960. There are always some expenses to clean up and 
finish afterwards. 

The Rotterdam exhibit is for the summer of 1960, but it involves 
planting and developing grounds for the exhibits during 195) 
through 1960. 


OTHER CONTRACTURAL SERVICES 


Senator Russetx. I notice that the largest item of expenditure is 
“Other contractural services.” Can you give us some general idea as 
to what would be included there? You have the items of travel, 
transportation of things, communication services, rents, and utilities 
services, and then the item of “Other contractural services,” which 
you estimate at $810,000. Is that for new buildings? 

, Mr. Myers. I would like to ask Mr. O’Leary to give the details of 
that. 

Mr. O’Leary. I would prefer for Walter Shafer to answer that 
question. 

Senator Russetx. All right. 

Mr. Myers. Mr. Shafer’s part of the Department of Commerce 
will actually manage the New Delhi exhibit. 

Mr. Snarer. Those funds marked for “Other purposes” as you 
mentioned, Senator, do cover the ground rental, they cover utilities, 
they cover a building—— 

easter Russett. Look at your slip again where they have a 
specific item there for “Rents and utility services” in the amount of 
$145,000. Then you have “Other contractual services.” That is what 
I am asking about, “Other contractual services.” 

Mr. Suarer. I am sorry—I did not have this paper in front of me. 

That is such items as the exhibit building, publicity, and the 
brochure to be given to the Indians attending the fair. I understand 
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we expect to give away about 1 million brochures. That is also for 
items like the technicians, transportation of technicians, and so forth, 
that go over there, the technicians we have to hire. 

Senator Russety. What is your travel item for? 

Mr. Suarer. The travel is separate, I.am sorry, I mean the tech- 
nicians—their per diem and things of that nature. The other thing 
jg the employment of guards and many local Indians that you would 
need in running a show of this size. It includes numerous things. 
We have it all itemized on a tentative budget we have for particulars, 
but in here, it was put in as all of those things spent at the fair, to 

rate it. 

Senator Russetu. I wonder if you can supply for this record the 
breakdown to which you referred ? 

Mr. SuHarer. Wecan supply it. 

a information referred to appears on p. 136.) 

ator Russeiu. I do not like to split hairs about these foreign 
currencies. I am ready to spend them in most any way that will re- 
git in some benefits. However, I want some idea about what this 
$810,000 for “Other contractual services” involves. 

Mr. Suarer. We will give you the detailed breakdown, sir. That 
will be supplied. 

(The material referred to appears on p. 137.) 


PERSONNEL TO HANDLE EXHIBIT 


Senator Youna. I know we have for the Commerce Department 
390,000, U.S. dollars, and for the Atomic Energy Commission, over 
$300,000, and how many people do you expect to send over there? 

Mr. Suarer. Well, the actual American people that we will send 
over there from our organization from the Office of International 
Trade Fairs, will be a manager and there will be a deputy manager, 
and then we will have perhaps three or four technicians. 

On the other hand, Agriculture will have quite a few people be- 
cause they are going to have a terrific exhibit in agricultural products 
on which they will need experts in each section. 

I think that is the only answer I can give to that, unless Mr. 
0’Leary wants to expand on the Agriculture side. 

Mr. O’Leary. I would say that to man the exhibit we will prob- 
ably require 30 people from the States. 

enator Youne. Will you put in the record the estimates of the 
number of people, number of Americans whom you are going to send 
over there, the salaries you are going to pay them, and any other 
pertinent information ? 

Mr. O’Leary. Yes, sir. This is not all Agriculture people, but 
people from the land-grant colleges and people from industry. 

Senator Younc. How many does that total, a hundred or more? 

Mr. O'Leary. No, sir; about 30, sir, including people from the 
Department and people from the colleges and from industry, to man 
the different parts of the exhibit. 

Senator Youne. All right; thank you. 

Senator Russeru. In giving us a breakdown of these funds, I 
would like to have it broken down by fairs, as well as by items, so 
that we know what you are spending in New Delhi and at Rotterdam. 

Mr. Myers. Yes. 
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(The information referred to follows :) 


Estimated total cost—Rotterdam and New Delhi fairs 








Fund source Rotterdam | New Dehhj 
dade sini tates el nn 
Foreign currencies: 
NE BE BO BUR BRAND, ih hemepuhnrnnoiagntppmnqvockgeaserereses $150, 000 $1, 125, on 
Public Law 480, sec. 104(a)......-------------------------------- 2-0-2 22-]-2----- 2-22 ee 100, 000 
(For funding special commodity marketing promotion exhibits.) 


U.S. dollars: 
Department of Commerce. 
Atomic Energy Commission........... 
American Horticultural Council 


Total exhibit costs 








Summary 104(m) foreign currency requirements, Rotterdam and New Delhi feirs 














Rotterdam New Delhi Total 

en ihiterk ancicmaploapiga nnd adanhipnndn as apaned $60. 000 $110, 000 $170, 000 
ee CN oe can guennomregsoncusesbousapes 18, 000 84, 000 102,000 
04 Communication services.........------------------------- NO Biddnide ences’ 3,000 
BE ee eee 22, 000 123, 000 145, 000 
07 Other contractual services. ...................-.....-.-..- 40, 000 770, 000 810,000 
oii nonkcenunonsecccndbrasesseonas 7,000 38, 000 45, 000 

NIE ciicahenstiaceeppnuecennappintaneaddekihantsaeSES 150, 000 1, 125, 000 1, 275,000 
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Budget estimate, by fund, New Delhi Fair, Dec. 11, 1959, to Feb. 11, 1960 





Dollar equivalent 






























































U.S. Total 
dollars 
104(m) 104(a) 
02 +Travel:! 
en a aulitcncanamna ion ammeues 60, 000 2, 000 Be Ease hicsnwncone 
(6) 13 industry representatives__.........--...- 26, 000 8, 000 IE Ei osisccarcrniccs 
(c) 12 fair management representatives__.___..- 24, 000 8, 000 COO Pcescenatess 
NIN tied vucin bn ue mean pe wialsmcanigeouwe 110, 000 18, 000 20, 000 148, 000 
03 Transportation of things (over and return): 7% 
(a) Export packing (freight handling and 
eNO oh oe temnwe cacgnbie denen 10, 000 4,000 | ae 
Neal: aentiejatieiach dueionidessictanhisicats MNO Bcainicaiaesnniwerch NA Mii chisiaessiptndons 
fe Le INN. ns cum cceniccianamabiiaiee'seiwankaae Se tok comaans BG Fano seen sctien 
RS Ee a ee ee Saree Ce Ans. nel SOOO he ccceacc 3a 
a ee 84, 000 4,000 | 117,000 205, 000 
 goommunication services.............._.........<...|.. 4 asia ne paged td es halite . 6, 000 6,000 
05 Rents and utilities: : 
(a) Rental 100,000 square feet__-.......-.--__-- 85, 000 Se Ceccuccocenstinasecdeee 
III SU haa aad cousins wks dra 10, 000 12, 000 SE Eitiexnamnkaed 
ey ios eh anisole amin oessicaiganenntiant 28, 000 Rt ctndiwechinhdetagia«oe 
CO I il A cn Sth lhl ea ca aeeeed dinate 123, 000 17, 000 22, 000 a 162, 000 
07 Other contractual services: ~~ 
(a) Design fees and script preparation.......-- 35, 000 3, 000 POND Fe ecco anck 
(6) Pavilion construction procurement and 
maintenance including facilities.  ......- 250, 000 35, 000 325,000 |=. .24525--20 
(c) Exhibit installation and dismantling. ---.-- 265, 000 15, 000 SIN thi ctsmaciaoiwecns 
(d) Local operating personnel. -......-..--..---- 100, 000 RP cteea etd hcl saccnecom 
(e) Special exhibit—model farm-.-_-._.--....-_..- WW one canass | | ae 
(f) Brochures, photo coverage, extension of 
ar tc nspaniguingdin eigaheae: i checicnrnemacs | CD Dict nse wagieies 
Is a cttnhattace tactician tiiccencwarmaninions wie 2770, 000 55, 000 287, 000 1, 112, 000 
08 Supplies and materials: rarer 
(a) Uniforms, utensils special equipment_-__...- 20, 000 AP. cain atiadab bsicctndmetiaeal 
(6) Miscellaneous supplies and services-........ 18, 000 DFR wis edeiceabinccinndasatd 
gtd on vinnia sania nirantatplimeamante 38, 000 CONE tos naneant 44, 000 
AEC direct cost (not vet distributed) _..| 185,000 185, 000 
50, 000 50, 000 
a 1, 125, 000 100, 000 687, 000 1, 912, 000 





1 Of the estimated total of 55 participants attending the fair, it is expected that 42 will be drawn from 
aoe and the land-grant colleges with salaries paid by their employers. The levels of these salaries 
are not known. 

2 The $810,000 total of 104(m) funds designated for ‘“‘other contractual services” may be obtained by 
stios the $40,000 shown p. 138 for the Rotterdam Fair to the $770,000 shown here for the New Delhi 

r. 

It is expected that the other 13 (5 specialists and 8 fair management representatives) will be drawn from 

Government at the following salary levels: 


| 
Agency Number and grade} Annual 


level salary rate 

TOA, iccetnsascsciecbieeeh cmenbeieheeeeebeacuweblwnche ; : ot Ks aiseaidaitiens #16, > 

16842... ..... 8, 330 

I a pubannndsbaaananiieten 1 ae a ae on 
5 CABS6. .. cucnsade 5 

ote 7, 500 

SG I... ccs palsies ccoabnaiiaaame etiam mua nade mae 1 7s ee cates 4 
S RRR caikacmcaas. . 
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104(m) Foreign currency budget estimate, Rotterdam fair, April—September, 1960 





| Dollar 











equivalent 
02 Travel:! 
iia ed Ria ke ina Ghbnad dekh aiwanrak canwithwbnvsnewencs bonnes 30, 000 
(6) 5industry representatives. eee re ac er el a a ae 15 000 
(c) 5 fair management representatives._._..__________- seagient s 15, 000 
60, 000 
08 Transportation of things: an 
ee nahn ctor hui edasdmientnschnnpiveumndscee 2, 000 
ee ek ssa ddesne HG 2, 000 
Neen boned adasen eee pee Cb one cb eet een 4,000 
(d) Ocean freight..........._. ph ANE nis tes eid cere tins acta ns SAAT” TS) 10, 0% 
18, 000 
fh i A Ss Ch a oh aubcenivcnewceéoscuenucsa | 3, 000 
—_—_—_—_—_——————— 
06 Rents and utilities: 
a ate eR A 17, 000 
i a a Si a iiecwlcnisb Webueebace uewoncboes 2 000 
a nt a I ee a bres so gcse etal od ich tnelchca 3, 000 
22. 000 
07 Other contractual services: a 
Neen Te co a tbucéeuprapebccdwewhereeceweconp aes 8, 000 
(b) Construction and maintenance_____- ete cin een tedssyiebecdaceca ts 22, 000 
ec emumnewcuvcceccoace 10, 000 
40, 000 
08 Supplies and materials: at =a 
a tt tan ctebucpondbaGhonsedccacncege 4, 000 
(6) Miscellaneous supplies and services..............-.-.-.--------------------- 3, 000 
7, 000 
Teen ead d babar heiienndvicdedmasscuudguns ape ne 2150 000 





1 Of the estimated total of 20 participants attending the fair, it is expected that 17 will be drawn from 
industry with salaries paid by their employers. The levels of these salaries are not known. It is expected 
that the other 3 will he drawn from Government at the followins annal salarv level: 3 GS-14, $12,000. 

? American Horticultural Council will provide in addition $400,000 for non-Federal personnel, services and 
miscellaneous expenses making a total of $550,000. 


AUTHORITY FOR TRADE FAIR EXPENDITURES 


Senator Hruska. Mr. Chairman, may I inquire of the witness as 
follows: 

Previously, under 104(a), you have not come to Congress for author- 
ization for use of the funds for trade fairs; is that correct ? 

Mr. Myers. That is correct. 

Senator Hruska. Are you required under the law, as it has been 
amended since last summer, to do so ? 

Mr. Myers. Not for trade fairs. 

Senator Hruska. Not for trade fairs under 104(a), but it is only 
under 104(m) ; is that right? 

Mr. Myers. Yes. 

Senator Hruska. I have no further questions. Thank you, Mr. 
Chairman. 
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DEPARTMENT OF THE ARMY 
CoNnsTRUCTION OF Power Systems, Ryuxyvu IsLanps 


STATEMENT OF MAJ. GEN. TRAUB, BUDGET OFFICER, DEPARTMENT 
OF THE ARMY, ACCOMPANIED BY HENRY WOHL, DEPARTMENT 
OF THE ARMY STAFF 


HovusE ACTION 


Chairman Haypen. The next item this morning is the appropria- 
tion request of $10 million for construction of power systems, Ryukyu 
Islands, which was denied entirely by the House. The House com- 
mittee stated in its report as follows: 


The committee has denied the request of $10 million to construct additional 
electric power generating facilities in the Ryukyu Islands. Funds were requested 
for the same purpose in the last session of Congress and denied. An investi- 
gation has been underway to determine the need for the facilities and action 
ean be deferred until the 1960 budget estimates are considered. 


I will insert in the record at this point a report filed with the com- 
mittee last February, the justifications and the reclama furnished by 
the Department of the Army. 

(The material referred to follows :) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D.C., February 13, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate. 


DEAR SENATOR HAYDEN: In the Senate hearings on the fiscal year 1959 De- 
partment of the Army appropriations request for the “Construction of utility 
systems, Ryukyu Islands,” the committee members raised a number of questions 
concerning the existing power system in the islands. These questions were 
formally posed in the Senate Committee on Appropriatious Report No. 25.0 
(published August 13, 1958, Calendar No. 2410); and the Army was directed 
therein “* * * to make a thorough study of this operation and report its recom- 
mendations to the committee * * *,” 

In compliance with the Senate directive, the Department of the Army has 
prepared a report on the electric power system in the Ryukyu Islands. This 
report, attached hereto, is self-explanatory. 

In presenting this report, we in the Department of the Army express the 
hope that it will answer satisfactorily the specific questions posed in the Senate 
hearings and your committee report. We trust, too, that it will be noted, from 
the factual recitation which furnishes the background for our answers, that 
there is no conventional yardstick which can be employed to measure any 
particular facet of the electric power system in the Ryukyu Islanus. Its 
origin and growth, its present method of operation, and planning for its pro- 
posed expansion—all have been custom tailored, so to speak, to meet the 
exigencies of a situation which has no parallel anywhere. It is hoped that within 
this perspective the enclosed report will be reviewed. 

Sincerely yours, 
GEoRGE H. RODERICK, 
Assistant Secretary of the Army (FM). 
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A REPORT ON THE ELECTRIC POWER SYSTEM IN THE RYUKYU ISLANDS 


Prepared for the Committee on Appropriations, U.S. Senate, by Department of 
the Army, Office of Civil Affairs and Military Government, January 31, 1959 


SECTION I—ORIGIN AND PURPOSE OF REPORT 


1. In its consideration of the fiscal year 1959 appropriation request for the 
construction of utility systems for the Ryukyu Islands, the Congress eliminated 
the provisions for the constuction of certain additions to the existing electric 
power system. In so doing, the Senate Committee on Appropriations, in Re 
port No, 2350 (Published August 13, 1958, Calendar No. 2410) had this to say: 

“Several questions were raised in the committee with regard to the method of 
handling the existing utility system in the islands. Concern was expressed 
that following construction of the proposed powerplant it is planned to turn it 
over for all practical purposes to the Ryukyuan Government. The question arises 
as to why some way cannot be found by which revenues could be raised to assist 
the local government rather than to depend upon revenues from a U.S. con- 
structed powerplant. The committee will expect the Department of the Army 
to make a thorough study of this operation and report its recommendations to 
the committee next January.” 

2. This report, therefore, has its origin in the expectation of the Senate com- 
mittee as cited above. Its end purpose is to answer the several questions raised 
concerning the establishment and operation of the electric power system in the 
Ryukyu Islands and to set forth the Department of the Army recommendations 
in connection therewith. 


SECTION II—THE FIRST QUESTION ; THE METHOD OF HANDLING THE EXISTING 
UTILITY SYSTEM IN THE ISLANDS 


1. In answering this question, it is believed necessary first to describe fully 
the existing electric power system and to state the various factors which have 
influenced its development. 

2. Growth of the power system.—Among other resources lacking in the Ryu- 
kyus is a potential for hydroelectric power. Moreover, there is neither indigenous 
petroleum nor coal for steam powerplant operation. Consequently, the post- 
war power system in the Ryukyus had its origin in the employment of military 
diesel units using imported fuel. Later through appropriations for “Govern- 
ment and relief in occupied areas” (GARIOA), an oil-fueled steam plant was 
built at Machinato and, in combination with the military units, an integrated 
system was developed. This integrated power system consists, at present, of 
these principal facilities : 

(a) The Machinato steam powerplant which has four generators with a 
combined capacity of 46,000 kilowatts. As noted above, this facility was 
constructed with GARIOA funds, and ownership has been transferred to the 
Ryukyu Electric Power Corporation (REPC), a corporation chartered and whol- 
ly owned by the U.S. civil administration of the Ryukyu Islands (USCAR). 

(b) The electric transmission system consisting of four transformer sta- 
tions and power transmission lines totaling approximately 50 miles. This sys- 
tem was also constructed with GARIOA funds and transferred to the REPC. 

(c) The power barge Impedance, consisting of one generator with a capacity 
of 30,000 kilowatts which is and will remain the property of the U.S. Army. 

(d) The power barge Jacona, Navy property, which has two generators with 
a total capacity of 20,000 kilowatts. This facility is not dependable, is exces 
sively expensive to operate and is used for emergency purposes only. 

(e) Diesel generating units which, like the Impedance, are Army property; 
but like the Jacona they are not dependable, are costly to operate, and used only 
for emergencies. 

(f) Substation and power distribution facilities owned, operated, and main- 
mee five privately owned power distribution companies franchised by 

e > 

3. From the above it is seen that the power generating, transmitting, and 
distributing facilities have three separate ownerships—the U.S. military forces, 
the REPC, and the privately owned power retailers. 

4. Operation of the power system.—The power generating and transmitting 
system is managed by the Army and operated through a cost-plus-fixed-fee con- 
tract with the Gilbert Pacific Co. Under this operation, virtually all power used 
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jp the island of Okinawa, by both the military and civilians is manufactured by 
the contractor and transmitted to (1) military forces consumers, and (2) com- 
yercial substations, whence it is distributed to Ryukyuan consumers by the five 
gmmercial retailers. It will be noted that despite the diverse ownerships of the 
er facilities, the operation of the system is integrated, with the REPC 
gsthe focal operating entity, as will be discussed in paragraph 5 following. This 
rated operation is considered to be essential from the standpoints of both 
xoomy and efficiency, in view of the comparatively small scale of the opera- 
tion involved, and the containment of that operation upon the single island of 
inawa. 
" Another consideration involved in the operation of the power system is the 
fact that total power output is currently consumed 73 percent by the U.S. military 
forees and 27 percent by the local economy. Percentages of demand for the 
gparate groups of users in calendar year 1958 are the following: 


Percent 
34 

i cae ial ceatntrteteenitadince tienda sientan neater eatin aie 
St inneeiemerriacketnelagrereaietnnrtascauperarennsonainestitier-weljpenibnccingtoeinentinneteermnretinaes 33 
a ata cee sh dilate antenna wea Saige aalobpicaasioenontaanege tba eset i . 
Se 2 
el Ciel a em eR 27 
a  eclaal da 100 


6. Financing of the power system operation.—Financing of the power system 
gperation is accomplished as follows: 

(a) The Army, as manager of the integrated power system, pays initially from 
eration and maintenance funds all costs incurred in the operation. These costs 
are principally the following: 

(1) Cost of fuel oil. 

(2) Contractor’s direct labor and material costs. 

(3) Contractor’s fixed fee and home office expense. 

(4) Rental paid to REPC for lease of the Machinato steamplant and 
transmisison lines. 

(vb) The Air Force, Navy, and Marines reimburse the Army at cost for all 
pwer furnished them. Similarly the REPC reimburses the Army at cost for all 
pwer furnished the Ryukyuan economy. Thus the Army, after completion of 
rimbursement, pays only for that portion of electric power which it has 
consumed. 

(¢) In order to reimburse the Army for the power consumed by the local 
eonomy, the REPC collects from the five power retailing (distributing) com- 
fanies, who in turn have collected from the power consumers. In connection 
with the latter, it should be noted that the power retailers bill the consumers at 
mtes which permit an equitable profit. These rates are subject to regulation by 
USCAR and the GRI. 

1. The position of the Ryukyu Electric Power Corporation in the power system 
operation.—The position of the REPC in the operation of the power system is 
summarized as follows: 

(a) The REPC is a USCAR wholly owned instrumentality created to hold 
and administer the power generating facilities constructed with United States 
GARIOA appropriattions in Okinawa. 

(b) Under its charter, the REPC is empowered, inter alia, “* * * to produce, 
purchase, and to distribute and sell, electrical energy to public and private 
consumers * * *.” While the entire production phase and the distribution to 
the military consumers is accomplished by the Army, through its contractor, 
si oo ne distribution to public and private consumers is accomplished by 

(¢) The revenues received by the REPC are these: 

(1) The rentals received from the Army for the lease of its owned 
eaities, namely the Macinato generating plant and the power transmission 

nes. 

(2) Any differential between actual costs of power paid to the Army and 
payments for the same power as received from the five local distributing 
companies. 

(3) Interest on deposits of retained income. 

(d) The earnings of the REPC currently are being held for reinvestment in 
Plant expansion. At the present time, a large portion of its cash balances and 
its revenue through 1962, totaling $3.5 million, are earmarked to support an 





142 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


expansion program proposed to be financed, in part, through a sSupplementa] 
fiscal year 1959 power systems appropriation. 

(e) While the REPC under its charter may borrow funds, it is considered 
that, for the reasons enumerated in the following paragraph as a deterrent to 
private capital operation, availability of borrowed capital is, as a practicg) 
matter, nonexistent. Moreover, the need to use existing and expected revenues 
for direct investment in plant expansion precludes the possibility of borrow; 
against such revenues. It is further noted that exploratory efforts to secure 
credits from such economic developmental agencies as the Export-Import Bank, 
the World Bank, the International Monetary Fund, and the ICA/Development 
Loan Fund have been unproductive. The Export-Import Bank, for instance 
when queried as to the availability of capital for Ryukyu developmental projects, 
answered to the effect that the Ryukyus could not qualify because they are an 
area under U.S. administration ; and that it would be inappropriate for the Bank 
to extend its financing to another Government agency. The other agencies 
mentioned expressed similar views. 

8. Possible alternate methods.—There afe a number of alternatives to the 
present method of operating the electric power system which come immediately 
to mind in considering this subject. The principal one is whole or partial opera. 
tion by private enterprise. Here it is considered that these factors act as a 
positive deterrent to a private capital integrated operation : 

(a) The present admixture of ownerships of facilities. 

(b) The scarcity of venture capital in the Ryukyus, which precludes acquisi- 
tion of the existing facilities as well as the needed expansion thereof. 

(c) Overriding military necessity, which may at any time assert priority 
rights in the operation of facilities. 

9. Another alternative is operation by the Ryukyuan Government either 
directly or through a government corporation. In this alternative the first 
and principal obstacle is the funding required to expand the plant to meet 
growing power demands. At the present time the Government of the Ryukyns 
does not realize sufficient revenues to meet normal governmental operating 
costs. Granting the possibility of raising additional revenues through heavier 
general tax levies, it is considered that these additional revenues would not be 
adequate in view of the magnitude of funds required. 

10. Under both of the alternatives mentioned above there would be posed the 
question of power supply for the U.S. forces. Here it is obvious that power to 
the military forces—approximately 75 percent of total power output—would not 
be supplied at cost. but would be furnished at rates which would insure a profit 
return to the operator. 

11. The answer to the question.—The Army considers that the method pres- 
ently employed in handling the existing utility system in the islands is the only 
method which is both practical and economical, in view of all the circumstances 
involved. Alternate methods, such as whole or partial operation by private 
enterprise or by the GRI are considered infeasible in view of the scarcity of 
eapital required, and even granting feasibility, would result in higher power 
costs for the armed services. 


SECTION III. THE SECOND QUESTION; THE PLAN TO TURN OVER THE PROPOSED 
POWERPLANT TO THE RYUKYUAN GOVERN MENT 


The answer to the question.—For reasons already stated, there has been no 
consideration given to turning over any part of the existing or proposed power 
generating facilities to the Ryukyuan Government. It is, moreover, difficult to 
foresee any developments which would favor or dictate such action as long 
as the strategic importance of the Ryukyu Islands to the security of the free 
world necessitates their continued administration by the United States. Cer- 
tainly the Army has no present plan or intent to turn them over to the GRI. 


SECTION IV. THE THIRD QUESTION; WHY CANNOT SOME WAY BE FOUND TO ASSIST 


THE LOCAL GOVERNMENT RATHER THAN TO DEPEND UPON REVENUES FROM AUS. , 


CONSTRUCTED POWERPLANT? 


1. As basic background of the specific answer to this question, it is considered 
advisable first to review the scope of Government of the Ryukyu Islands (GRI) 
operations, the fund requirements which these operations involve and the fund 
availabilities to meet these requirements. This review is accomplished in the 
following paragraphs. 
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2. GRI—Scope of operations, fund requirements.—At the present time the 
Government of the Ryukyus is engaged in a complete, albeit small-scale govern- 


mental operation, with the principal exception that it does not function in the 


fields of foreign affairs and national defense. The magnitude of its current fund 
requirements, including suport given to lower (local) governing units, is indi- 
eated in the following tabulation, representing the budget expenditure program 
for fiscal year 1958: 


Nee nr iad pha ahem ee lacie eam eahiaeees enciainianmencetsi $6, 904, 482 
I caliper liel chehdienniginsnieeictainsbnsvqnie anasiate avantn ante Sins peiiaitais 8, 351, 372 
INR 000 0 causionler uae esmnines cami oenapee 3, 401, 662 
Orr Mer VICOG. oho 2S 8 eet nae ernens mp mmmewemnrwncies 3, 843, 286 


NS 1, 391, 402 
SS ee eee 3, 756, 654 


a Re cil alana aeaea rmcind niente ele onamid al ese Geren 22, 648, 858 


8. In considering the GRI expenditures as tabulated above, it must be borne 
in mind that they include approximately $2 million of U.S. assistance. This 
inclusion highlights the fact that the resources which the indigenous economy 
ean make available hardly meet the cost of normal administrative government 
operations. They have not been available in the past in any significant measure 
to provide for those most urgently needed programs which are designed, in 
the language of Executive Order 10713, ‘“* * * to improve the welfare and well- 
being of the inhabitants of the Ryukyu Islands” and “* * * to promote * * *” 
their ‘“* * * economic and cultural advancement.” And it is not considered 
that they will be available in the future until the local economy has developed 
to the point where it will generate a national income significantly larger than 
that which is generated at this time. 

4. Here, then, is the crux of the problem posed in the U.S. objectives ; to develop 
the Ryukyuan economy to the point where it will of itself generate resources 
capable of accomplishing the objectives set forth in the Executive order, the 
attainment of which is indispensable to the maintenance of a secure base for 
military operations. 

5. GRI—Sources of support.—There are currently three sources of support for 
the Ryukyus: (1) GRI revenue; (2) U.S. appropriations for assistance to the 
Ryukyus; and (3) revenue-producing activities of USCAR, made possible by the 
sequestration and exploitation of assets generated in the main by U.S. appropri- 
ations of prior years. Each of these sources will be described separately in the 
following subparagraphs: 

(a) GRI revenues: 

(1) As noted in the preceding paragraph, the GRI is currently engaged in an 
almost complete governmental operation. To support and administer this opera- 
tion there has been established a governmental financial system which is, except 
for deficit financing prohibitions, fairly typical. Revenues derive from a tax 
program balanced between direct taxes on personal and corporate income and 
indirect taxes on tobacco products, alcoholic beverages, imported commodities 
and the like, plus miscellaneous but significant nontax revenues. All revenues 
are placed in government deposits until appropriated by the legislature, on the 
basis of a budget proposed by the executive branch. In addition to providing 
for the cost of normal administrative operations, funds are appropriated for 
land purchase, public works and other forms of capital investment, for invest- 
ment in subsidiary financial institutions, for grants-in-aid to municipalities, local 
school boards and the University of the Ryukyus, and for subsidies for promo- 
tion and encouragement of selected industries, for emigration, and to welfare 
organizations. It should be noted, however, that GRI appropriations include 
applications of U.S. grants-in-aid. Under current policy, the GRI is not per- 
mitted to incur deficits ; it issues no bonds, has no debt-retirement problems, and 
liabilities against its general account are restricted to current unpaid obligations. 

(2) In order to illustrate the scale of the revenues produced by the GRI, perti- 
nent tabulations are presented in the following subparagraphs. These schedules 


are not intended to represent an analysis or summary of GRI finances; they are 
illustrative only. 


38932—59——_10 
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(A) The growth in government tax revenues is demonstrated by this 
tabulation (figures are dollar equivalents) : 











Fiscal year Direct tax Indirect tax Total 

$2, 560. 367 $1, 957, 433 $4, 517, 800 

2, 118, 117 5, 122, 442 7, 240. 559 

3, 589, 633 5, 614, 408 9, 204, 041 

3, 987. 750 5, 72', 950 9. 709. 700 

4, 538, 425 7. 785. 225 12, 323, 650 

5, 370, 423 9, 060, 708 14, 431, 131 

1958 RINT 0.5 concunenibsnemambionbenenenied & 5, 994, 050 9, 330, 100 15, 324, 150 





(B) In addition to tax receipts, other nontax revenues (not related 
to U.S. assistance) have been received: i.e., postal fees, telephone and 
telegraph fees, and other fees and charges. In fiscal year 1958, these non- 
tax revenues are estimated to amount to approximately $3 million. 

(C) The lower and local governing bodies, i.e., cities, towns, and villages, 
also raise revenues by levying an inhabitant tax, business enterprise tax, 
municipal property tax and a miscellaneous tax (on boats, bicycles, carts, 
dogs, etc.). In 1958 the sum total of these taxes is estimated at approxi- 
mately $3 million. However, the tax revenues realized provide only about 
57 percent of the costs of these governments and the balance of 43 percent 
is made up by contributions from the central government. 

(hb) U.S. appropriations: 

(1) As of July 1, 1946, the Army assumed responsibility for military goy- 
ernment in the Ryukyus. Concurrently, the Congress established an appropria- 
tion entitled “Government and relief in occupied areas” (GARIOA) to provide 
the food, supplies, and services necessary for the prevention of starvation, 
disease, and unrest in U.S. occupied countries throughout the world. The 
GARTOA appropriation wes made annually throngh 1857, and assistance for 
the Rrukyus was included therein each year. Beginning in 1958 such assistance 
was provided under the more specific title, “Administration, Ryukyu Islands” 
(ART), which ineludes economic aid, administration expenses of USCAR and 
orientation (exchange of persons) program funds. Funds for expansion of 
power and water facilities have heen provided under the titles “Construction 
of Power Systems, Ryukyu Islands” (fiscal year 1958), and “Construction of 
Water System, Ryukyu Islands” (fiscal year 1959), respectively. The latter 
are no-year appropriations 

(2) Under all of the above appropriation titles, from fiscal year 1947 throngh 
fiscal vear 1959, the United States has appropriated approximately $193 million 
for the Ryunkvyus. Of this sum, $166 million have been devoted to economic 
aid and eash assistance to the GRT = Anether $24.5 million have heen expended 
on U.S. administrative costs, and $2.2 million have been spent on the orientation 
program. In order to illustrate the score of the assistance furnished in the 
catezory of direct aid to the economy ($166 million), the following breakdown 
is offered : 





Amounta 

Item: (milliona) 
I no LAET  iiiaasciuawenscsbpaladines philip eee mesh nomena $63. 6 
I tes Sisk ecuarenieumednniieren ened 10. 6 
spate animillioimgisinieernerenbuebeau 6.8 
Industrial and construction materials_________..---__--_-----_-__- 6.8 
Inn NEN aU ONO: ERO AR gic ete emmmnenentiy 2.3 
Construction programs (GARIOA)*_..-------_--_-_--_---- 35.0 
NN ee enn ne eeeanicaribniinkwemunse 2.6 
rr OU OU UE, Renee eneeenmeneunen 2.9 
Miscellaneous supplies, services, and equipment___...._.____-__-_-_ 12.5 
Neen nnn nn een eeernreuinepiomabes 13.5 
7 cecnprencennps niocdeaminmmeiie 0.7 
Cash contributions for GRI services and projects___________--_-_- 5.6 
Construction of power systems (fiscal year 1958) _--.-__________ 1.5 
Construction of water systems (fiscal year 1959) _....-_________-_- 0.6 
a eae eaten RE itt “ies <a inert aaa aa a ee eee 166. 0 


‘ 1Tneludes construction of roads, ports, and other facilities of great importance to U.S. 
orces. 
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8) Economic aid appropriations by years were as follows (amounts are 
nillions of dollars) : 





Year: Amount | Year—Continued Amount 
a actin aiininlchee ancien anche $9.3 NI tesece saa. saccharate eens $1.7 
a 13.9 a ee aoe 
eee 24.9 NI iota cetceciciaas tukpaaineicaetacae 9 
dT 49.6 i ee oe 2.4 
A caithcta toeadsnbernesaes dcbhaiintinanovicieg 36.5 ee etictie sneistinnniinnescntnntiieanainii ams ee 
ete sete bil Se elses 12.9 
eS cn eae 8.9 I 80 cs cn cents Scagtncin died 166. 0 
NN etl elie tack eos no cheers tnd on Shi 1.6 


(c) U.S. civil administration of the Ryukyu Islands revenue producing activ- 
ities: Possession and control of certain of the assets purchased by or generated 
py U.S. GARIOA and subsequent appropriations have been retained by USCAR 
and deployed into revenue producing activities. The criteria for this retention 
and deployment has been, in the main, the revenue producing potential of the 
asset, the inability of the fledgling GRI to utilize the assets to best advantage, 
and, where assets are jointly usable, the priority requirements of the U.S. 
nilitary forces. These assets include cash, electric power generating and dis- 
tributing facilities, bulk petroleum distribution facilities, warehouses and a 
refrigerating plant, domestic housing and water distribution facilities. For 
administrative purposes, these assets have in most cases been capitalized to form 
USCAR wholly owned corporations, such as the Ryukyu Electric Power Corp., 
the Ryukyu reconstruction finance fund, the Ryukyu Domestic Water Corp., etc. 
Currently, the net worth value of such assets is approximately $40.35 million, with 
an annual earning capacity of approximately $2.41 million (6 percent). These 
earnings are generally reinvested, in accordance with U.S. approved programs, 
tomeet the growing requirements of the expanding economy. 

§. The answer to the question: In answer to the question, then, it may be 
stated fairly that: 

(a) The Department of Army has employed all available means to realize 
revenues to assist the local government. Utmost emphasis has been placed on 
the self-help principle, in implementation of which the preponderant portion of 
GRI expenditures is currently being borne by indigenous revenues. 

(b) As a matter of policy, adopted in fiscal year 1957, the revenues from the 
U.S. constructed powerplant are not used to assist the local government, although, 
inthe past, some portion of the REPC revenues were so used. It should be noted 
here that all presently unencumbered funds of the REPC and all its earnings 
through fiscal year 1962 are now earmarked to provide approximately $3.5 million 
to supplement the $10 million currently being asked of the Congress in a fiscal 
year 1959 supplemental appropriation request for construction of power facilities. 
Itis anticipated that with the currently approved construction program of the 
US. military forces, and with the continuing resurgence of the local economy, 
there will be continuing growth in power demands. Therefore, it is planned that 
een beyond 1962, REPC net earnings will be employed for facilities expansion 
purposes. 

SECTION V—CONCLUSION 


In a supplemental fiscal year 1959 budget request the Army will ask the 
(ongress for additional funds to help finance expansion of the power system 
inthe Ryukyu Islands. Exploration of alternative sources of funding, includ- 
ing the resources of the Ryukyuan people and their government, have been un- 
productive. Yet, provision of the requested funds will mean a long step for- 
ward in the development of the Islands. The increased power to be provided will 
table the development of productive enterprises, without which there can be 
real progress toward that goal. The very existence of an increased demand 
ly the local economy indicates that the Ryukyuans are already well on the road 
that goal. It is requested, therefore, that the supplemental fiscal year 1959 
tequest for power systems, Ryukyu Islands, be favorably considered. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATES, FiscaL YEAR 1959, Ryukyu ISLANDS 


“For necessary expenses of construction, installation, and equipment of electric 
power systems in the Ryukyu Islands, which shall be operated by the Ryukyu 
Blectric Power Corporation, an instrumentality of the United States Civil Admin- 
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istration of the Ryukyu Islands ; services as authorized by section 15 of the Ag 
of August 2, 1946 (5 U.S.C. 55a) ; and hire of passenger motor vehicles and qi. 
craft; $10 million to remain available until expended, without regard to SeCtiong 
355 and 87384 of the Revised Statutes, as amended, and title 10, United State, 
Code, section 4774.” 

Supplemental estimate, fiscal year 1959, $10 million. 


LANGUAGE EXPLANATION 


To provide for new appropriation item. Funds for this purpose were not 
granted under the annual fiscal year 1959 appropriation. 


STATEMENT RELATING APPROPRIATION ESTIMATE TO CURRENT APPROPRIATION 


Date snnplemental is needed: For obligation April 1, 1959; for expenditur 
June 1, 1959. 


1958 appropriation (including supplementals) —~------.------------- $1, 513, 000 
1959 budget estimates (including amendments and supplementals 
RE Ny I ad a a eect nena nee doin tn thesliane himerabobisveies 5, 359, 000 
1059 appropriation in annual. act... 4... ...- + 1. sn... 0 
1959 supplemental request for fiscal year 1959__.-_-+---._____-_-___ 10, 000, 000 
Total new obligational authority for 1959__.-_.--------_-__-_--____- 10, 000, 000 


Additions: 
For construction of powerplant, with two 20,000-kilowatt units 


and necessary appurtenances with structure for four 20,000- 
I NR iain hice ciahndntathininlsmbicninedininidinsiin mae 10, 000, 000 
Total supplemental estimate for fiscal year 1959___._____________ 10, 000, 000 
Aporegmeted,; Gacel yea? 20G8.....c0 6 ss 1, 513, 000 
Appropriated, Gecal year 200O io oon eee nwene 31 
Supplemental request, fiscal year 1959__-______-__________________ 10, 000, 000 


A. REQUIREMENTS: POL-FUELED STEAM POWERPLANT 


OR Prater te ik rah ih ln him cteiesmnintionss $816, 400 
(2) POL storage, three 80,000-barrel tanks, pipes, and pumps__-_--__ 594, 200 
(3) Communication facilities, plant to plant._____.-_--_.-_______ 163, 300 
(4) Utilities: Water, roads, sewer, electrical, water storage tanks, 

CN Atti i ee OS eh a a eb on 163, 300 


(5) Plant consisting of two 20,000-kilowatt units with structure for 
four units: 


(a) Architectural and structure, including intake and dis- 


Senge SWNNGa0s oosieos Ballin es 1, 699, 490 

(6) Steam generators (210,000 pounds per hour) (2 each). 1,019,400 

OR Een NOM ss ssc e i i, te el 161, 800 

(d) Peed: water equipmenti..u2.. i.e 258, 800 

Gps net. obi romminenent tod cei eo te 262, 000 

(f) Water supply aid purification system______.___________ 45, 800 

(g) Boiler instruments and controls_........____________ 252, 400 

(h) Boiler and turbine plant piping and insulation______ 269, 800 

(4) Turbine generator units, 20,000 kilowatts (2 each)__. 3,172,000 

(j) Condensing and cooling water system________________ 513, 800 

ie) ‘Genera: prent eadinpment So 227, 400 

(1) Electrical including substation equipment____________ 880, 800 
Consirudtion;’ direct ¢ost2o 8-2 * oi 10, 500, 000 

(6) Contingency —--_---- ea eee eee et | ee ee en 1, 383, 570 
rere Meme Paps 28S oi Cae a ee 11, 884, 260 
ee eee Oe 141, 080 
1) ee ee ee ee 344, 950 
Sy a i eee ewemennane 619, 730 
pg ER a a SS A 5 Scala ele pe 509, 980 





Total project cost for 2 generating units, 20,000 kilowatts 
each, with structure for 4 units._._....._..........._____- 13, 500, 000 
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Location.—The proposed plant is planned for location in central Okinawa near 
fin Beach. It has a protected inlet for ships, free of heavy seas, and provides 
ga water for cooling the turbine condensers. There are no airbases in proximity 
nd its location permits utilization of nonarable land. 


Summary financial data 


SE WOGGTS) COMRG. Qa neta peap qe sce senate $10, 000, 000 
en Dw enerns CONE 8 names ice padae= 3, 500, 000 
Total estimated project cost-___-_--_~- boeee a ened Ee | 13, 500, 000 


Appropriation requested for fiscal year 1959 supplemental________~- 10, 000, 000 


B, JUSTIFICATION 


It is necessary to achieve a 40,000 kilowatt increase in the generating capacity 
ofthe power system in Okinawa by January 1962.. In addition to the basic power 
gneration, modification to existing electrical systems, new mooring facilities, and 
aiequate fuel storage are required. It is planned to construct a POL-fueled 
deamplant with two generators of 20,000 kilowatt capacity. Phased construc- 
tion of the new generating capacity will make available, as of January 1962, the 
dassis for 4 units (20,000 kilowatt units will ultimately be installed), the ancil- 
lary facilities, and two 20,000 kilowatt units. It is requested that $10 million of 
gpropriated funds be provided for this purpose, to be supplemented by $3.5 
nilion from the Ryukyu Electric Power Corporation during fiscal year 1959-62. 
The $1,513,000 appropriated in fiscal year 1958 provided for the extension of 
pwer transmission facilities from Kadena to the vicinitv of the Marine Camp 
Schwab, near Henoko. Necessary lines, transformers, and substations were pro- 
rided over a distance of 25.5 miles. ; 

At the present time, the only economical and reliable generating facilities in 
the Ryukyus are the Machinato steam powerplant located near Naha and the 
nilitary barge Impedance. The Machinato plant consists of four generators of 
11.500 kilowatt capacity each and the Impedance has one generator of 30,000 
Kilowatt capacity. The firm capacity of these facilities is calewated at 34.500 
Hlowatts. (In calculating firm capacity in the Ryukyus, the capability of the two 
largest units is excluded since this is a uniquely isolated system, both onperation- 
ily and supplywise, where a breakdown of one unit is verv ant to occur during 
gheduied maintenance on other unit.) Against this firm reliahle and economical 
apacity of 34,500 kilowatts, a system peak U.S. Forces and Rvukvuan demand 
of 63.376 kilowatts was reached on Janvary 17, 1959. Within the time required 
t construct additional generating facilities, it is estimated that demand will 
inrease to 96.870 kilowatts by the beginning of 1962, with an annual increase 
thereafter somewhat in excess of 314 percent. Thus, by 1962, estimated demand 
will he almost three times as great as existing firm economical and reliable 
generating capacity. 

There is, at present, available to supplement the Machinato plant and the 
Impedance, 16,150 kilowatts of generating capacity from various war-salvaged 
fiesel-powered generators scattered among six different locations and 20,000 
tiowatts from the military power barge .Jacona. Neither the diesel-nowered 
gnerating units nor the Jacona is included in determining the economical and 
liable capacity of the svstem for the reasons that: 

(1) They are aged, unreliable military assets: there is considersble difficulty 
maintaining them and in obtaining replacement parts because of their present 
idage and this hecomes more acute each year: 

(2) Thev are inefficient and expensive to operate (production cost ner Iilo- 
watt is 1.15 cents for the Jacona and 4.5 cents for the diesels compared to 0.80 
cents averare for the Machinato plant and Impedance) : 

(3) The Jacona is intended as an interim power source only, until permanent 
tmerating plants can be constructed, and, accordinglv, must be retained pending 
ach construction regardless of its uneconomical and unreliable nature : 

(4) The diesels are intended as standby only for POL and water pumping 
tants and for other critical tactical requirements. 

The addition of the plant herein requested will increase the firm economical 
i reliable generating canacity to 66,000 kilowatts. The nermanent svstem will 
then consist of the Machinato plant which will provide 46.000 kilowatts, the 
Impedance, with 30,00 kilowatts eapacitv and the new nlant which will generate 
000 kilowatts. (The two largest units in the permanent system, namely 
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the Impedance and one unit of the new plant, must be considered reserve in ¢qj. 
culating the firm capacity of 66,000 kilowatts of the economical and reliable gy. 
tem.) As indicated, the anticipated demand on the system, by 1962, is 96,870 kijp, 
watts. This will require the retention of overage, inefficient, temporary genera | 
ing plant within the system for the time being. It is estimated that the exceg 
cost of required operation of such plant (Jacona and diesels) in the period fisea | 
year 1959 through fiscal year 1962 is $1,879,000. 

The proposed plant is planned for location in central Okinawa near Kim Beag), 
It has a protected inlet for ships, free of heavy seas, and provides sea water fy 
cooling the turbine condensers. There are no airbases in proximity and jt 
location permits utilization of nonarable land. 


Program and financing 


Actual, 1958 Estimate, Estimate 
1959 1 : 





960 
Ls 
Program by activities: Construction of powerplant, with 2 
20,000-kilowatt units and necessary appurtenances with 
structure for 4 20,000-kilowatt units--.-.........-.----------|-------------- $200, 000 $7, 400, 00 
Meena ok otis os Les cic deeb ttsdec-douess 200, 000 7, 400,09 | 
Financing: 
en  cenpanwagh sonpepnccecnsnlacmsmensms ane —9, 800, 





Unobligated balance carried forward_.........-..-.------- | rueke es EEL 9, 800, 000 2, 400, 09 
10, 000, 000 |... canna 


Proposed supplementary appropriation.-........-...---- |-------------- 





Object classification 





Actual, 1958 | Estimate, Estimate, 
1959 1960 


Be ae Ri nea 6. 6 sd ARBs as ecto wad $200, 000 $7, 400,00 
SR le eee oe ee hace sh gon daha shene 200, 000 7, 400, 


DEPARTMENT OF THE ARMY 
CONSTRUCTION OF Power SysTEMs, Ryukyu IsLAanps 


(House hearings, p. 721) 


es rrr rh ee to a ont aS $1, 513, 0 
Ia an AONE a cee eseen stoma wld 0 
Supplemental request (House document) -—~-------_______-_______ 10, 000, 00 
Penney CURIS oO ee a i te 0 
Soperrneeeen "UO eee! 10, 000, 00 


The Department of the Army requests the following amendment. 


PROPOSED AMENDMENT 


Page 8, after line 21, insert “Construction of power systems, Ryukyu Islands, 
$10,000,000, the amount of the budget estimate, to remain available uti 
expended.” 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will provide during fiscal year 1959 the funds 
needed to undertake the construction of an addition to the power generating 
system on Okinawa in the Ryukyu Islands. This provision was omitted from 
the House bill, H.R. 5916, House Report 238, page 4, as cited below. 

If the requested amendment is not provided, there will be a delay of undeter 
mined duration in the construction of facilities required to relieve a critical 
shortage in generating capacity. 
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HOUSE REPORT 


(Rept. No. 238, p. 4, 1st par.) 


“The committee has denied the request of $10,000,000 to construct additional 
electric power generating facilities in the Ryukyu Islands. Funds were requested 
for the same purpose in the last session of Congress and denied. An investigation 
hus been underway to determine the need for the facilities and action can be 
deferred until the 1960 budget estimates are considered.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


There is an urgent need for the electric power generating facilities to be con- 
structed under the provisions of the requested amendment. This need was 
jnitially recognized in 1956 when the increased requirements of the U.S. 
forces and the mounting demands of the resurgent domestic economy pointed up 
the imminent overloading of the existing power system. The Department of the 
Army therefore requested the appropriations in the fiscal year 1958 budget but 
was provided funds sufficient only for sorely needed transmission lines. The 
request, again presented in fiscal year 1959, was not granted as both Houses of 
the Congress indicated that the matter should be further investigated. The 
Department of Army has therefore completed studies of the power situation and 
prepared reports thereon which have been filed with the Congress. 

The existing Okinawa power facilities have a firm capacity of 79,650 kilowatts. 
Combined demand of the local economy and the military base will exceed this 
firm capacity by the end of 1959 and will continue to rise rapidly thereafter. 
Additional demand stems in considerable part, from high priority military con- 
struction, already authorized and funded, including the Marines new Camp 
Hansen. The minimum leadtime required to complete the proposed facility is 32 
months from the date funds are made available. To delay the proposed expan- 
sion of power facilities could result in the rationing of power to civilian and 
even to military consumers and, at best, will lead to everyday use of unreliable, 
inefficient, and highly expensive generating units which should be kept only on 
anemergency, standby basis. 

In view of the urgency of the requirement to initiate construction of additional 
generating facilities, the Department of the Army obtained executive department 
approval to include the power construction appropriation in the fiscal year 1959 
supplemental request. 

It is pointed out that under a plan approved by the Bureau of the Budget, the 
appropriations requested by this amendment will be supplemented by earnings 
of the Ryukyu Electric Power Corporation, a corporation controlled by the U.S. 
civil administration of the Ryukyu Islands, and established to administer the 
power assets provided through U.S. appropriations. 

In summary, favorable action on the amendment proposed herein will mean the 
initiation of construction work some 4 to 6 months sooner than would otherwise 
be possible, and thus prevent the aggravation of an already critical disparity be- 
tween power requirements and capabilities on Okinawa. 


SUPPLEMENTAL APPROPRIATIONS REQUEST FOR FiscaL YEAR 1959 CONSTRUCTION 
OF PowER SySTEMS, RyuKyvU ISLANDS 


Mr. Chairman and gentlemen, in the absence of General Gailey, Chief of Civil 
Affairs and Military Government, who is currently on official business in the 
Far East, I appreciate this opportunity to discuss the Ryukyu Islands, the iuiter- 
ests and responsibilities of the United States in that area, and the urgent re- 
quirement for a new electric powerplant in Okinawa. 

Since the end of World War II, Okinawa, the largest island in the archipelago, 
has come to occupy a key position in the global base complex which is the feun- 
dation of the defense of the United States and the free world. As you can see 
fron this map, Okinawa is centrally and strategically located adjacent to the 
coast of Asia, 6,000 miles from the United States and 4,700 miles from Hawaii. 

The magnitude of the U.S. investment in military construction in the island 
is a tangible manifestation and recognition of its military and strategic signifi- 
cance. Dollarwise, the figure is in the neighborhood of one-half billion dollars. 
If land rentals, temporary construction, GARIOA and postwar emergency relief 
were added, the total would rise to about $1 billion. 
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Currently, all 4 services maintain forces in the Ryukyus, with a total military 
population in excess of 28,000. They utilize about one-fourth of the land area 
of Okinawa and their installations are scattered from one end of the island to the 
other. There is real justification then for the comment, “The United States 
does not have a military base on Okinawa; Okinawa is a base.” In my opinion, 
the presence of U.S. forces in the Ryukyus symbolizes for our allies, as well ag 
for our enemies, the firmness of the U.S. intentions and capabilities to combat 
threats to free world security in the Far East. 

Because of this overriding security consideration—and this alone—the United 
States has recognized that it is essential to retain full administrative control of 
the islands. This requirement is met by article 3 of the treaty of peace with 
Japan which provides the United States with the right “* * * to exercise all and 
any powers of administration, legislation, and jurisdiction over the territory and 
inhabitants of these islands * * *.” The Federal budget for fiscal year 1960 
states that, because of the “* * * critical strategic importance to the security 
of the free world, it is expected that the United States will be responsible for 
their administration for an indefinite period * * *.” 

The United States has two fundamental requirements in the Ryukyu Islands, 
These are first, the maintenance there of an effective military base and, second, 
flexibility and freedom in the administration of the islands. These requirements 
are inextricably interwoven. A wide variety of military and civilian operations 
and programs to accomplish them are fully integrated and would be difficult to 
separate—roads, electric power, water, ports, communications, public safety and 
public health, to mention a few. 

In recognition of the intermingling of local civilian and military requirements 
for electric power, the Machinato powerplant and transmission facilities were 
originally constructed in Okinawa, with “Government and Relief in Occupied 
Areas” (GARIOA) funds, to serve the needs of both elements. We are here 
today because an immediate and urgent requirement exists for expansion of 
these electric power generating facilities to meet sharply increasing local 
economy and military power demands. 

On this chart you can see all of the generating plant which is currently 
available to the integrated power system. It consists of the permanent, land- 
based Machinato plant which has 4 generating units of 11.5 megawatts (thou- 
sands of kilowatts) each, totaling 46 megawatts. This plant is leased by the 
Ryukyu Electric Power Corp. to the Army which operates the integrated system, 
There are also the military assets which consist of two barges and a number of 
small emergency standby diesels. The barge Impedance has one 30-megawatt 
unit, built in 1948. It is an efficient plant. The barge Jacona has two 10- 
megawatt units, built in 1929. The diesels are salvaged from World War II 
and have a total firm capacity of 13.7 megawatts. The Jacona and the diesels 
are overage, inefficient, and unreliable as a primary source of power. 

The firm capacity of this system, on the basis used in the United States, is 
79.7 megawatts. Firm capacity discounts the largest single unit of a system, 
indicating what the system can deliver if the largest unit is down for mainte 
nance or repairs. 

The bold black line on the chart shows the combined demands of the local 
economy and the military base which the system must meet. These are mini- 
mum demands based on existing facilities and additional construction which has 
already been authorized and funded, including the Marines new Camp Hansen. 
The solid portion of the line represents demand actually experienced. The 
broken portion represents estimated demand. It includes the normal annual 
increase in power consumption of 3144 percent for the military and 714 percent 
for the local economy. 

In light of the insufficiency of existing generating capacity to meet clearly 
foreseeable requirements, the Department of the Army requested appropriation 
in the fiscal year 1958 budget for a new generating plant, but was provided 
funds only for extension of transmission lines to the Marines’ new camp at 
Henoko. The fiscal year 1959 budget request for “Construction of power sys 
tems, Ryukyu Islands” was not granted as both Houses of the Congress indicated 
that the matter should be further investigated. The Department of the Army 
has therefore completed studies of the power situation and prepared reports 
thereon which have been filed with the Congress. 

The request currently under consideration is a fiscal year 1959 supplemental 
budget request for construction of a new generating plant. The House Commit- 
tee on Appropriations denied the request, stating in its report “The committee 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 151 


has denied the request of $10 million to construct additional electric power gen- 
erating facilities in the Ryukyu Islands. Funds were requested for the same 
purpose in the last session of Congress and denied. An investigation has been 
underway to determine the need for the facilities and action can be deferred until 
the 1960 budget estimates are considered.” 

The urgency of the requirement for additional generating facilities is clearly 
demonstrated on the chart. As you can see, minimum demand exceeds firm 
capacity in the latter part of this year. If the funds we are requesting are made 
available by May 1959, and design, procurement, and construction are imme- 
diately undertaken, it will still take until January 1, 1962, before the new power 
ean be brought on the line. In this period from 1959 to 1962 we are vulnerable. 
Demand exceeds firm capacity. We must use the unreliable and inefficient Jacona 
and the diesels as primary sources of power. We have estimated that the 
excess cost of required operation of the Jacona and the diesels in this period is 
$1,879,000. It is because we are confronted with this situation that the executive 
denortment determined that a supplemental request was warranted so as to cut 
to the minimum any further delay in initiating construction of the required new 
lant. 

‘he funds requested for this purpose would be supplemented by $314 million 
te be derived in Okinawa from the operations of the Ryukyu Electric Power 
Corp. The total amount of $13% million would permit construction of the neces- 
sary ancillary facilities, the structure to house four 20-megawatt units and the 
procurement and installation of two such units. This would bring 40 megawatts 
on the line as of January 1, 1962, and would increase firm capacity to 119.7 mega- 
watts at that time. We consider that two additional units will have to be in- 
stalled at a later date in order to meet continually rising demand. This is par- 
ticularly true because the Jacona and the diesels cannot be relied on much 
longer. On the chart, we show the last two units coming in on January 1, 1963, 
and the Jacona and the diesels being retired on January 1, 1964. On this basis, 
demand would not again exceed firm capacity until 1967. 

Okinawa has been described as a showcase of democracy in Asia. The eyes 
of the world scrutinize carefully how the United States carries out its respon- 
sibilities in this area. The plant we are requesting is urgently required so that 
we can meet those responsibilities both in the administration of the local economy 
and in the performance of the military mission. The Department of the Army is 
firmly convinced that the urgency of this requirement cannot be overemphasized. 

In connection with the administration of the Ryukyu Islands, the Department 
of the Army is also requesting restoration of $3,200 cut from our supplemental 
request for pay of civilians. 

I wish to express my appreciation, Mr. Chairman and gentlemen, for the op- 
portunity to present this statement to this committee of the U.S. Senate. Mem- 
bers of the Office of Civil Affairs and Military Government are here at your 
disposal, prepared to go into the details of the project as you may desire. 
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POSSIBILITY OF DEFERRING PROJECT 


Chairman Hayrpen. Now, in view of the fact that the House com- 
xe takes the pontin that the investigation it has ordered should 
mpleted before the matter is finally decided, why should this 
pr not be postponed for 3 or 4 months, unless you want to make a 
td, which we will be glad to have you do? 

feneral Travs. I am Major General Traub, budget officer for the 





























iY Under Secretary of the Army, Mr. Milton, regrets very much 
he was unable to come this morning. He had planned on doing 
but could not make it. I did have a statement which I will be glad 
insert in the record. I know that the committee realizes fully the 
portance to national defense of Okinawa, and the fact it is our show- 
of democracy in Asia and should demonstrate the effectiveness 
U.S. administration. 

will now call upon Mr. Henry Wohl, of the Department of the 
ay Staff, to answer specifically the question of why this project, 
ithe view of the Army, should not be deferred until later. He will 
ike a brief statement, if the committee so desires ? 
hairman Haypen. All right. 
Mr. Wont. Mr. Chairman, I have here a chart which shows the 
x requirements of the local economy and of the military, on Oki- 
wa, and the facilities we have on Okinawa, for generating power to 

those requirements. 
With this chart I would like to demonstrate to you the extreme ur- 
yof our requirements for new generating facilities and the difficul- 
at would be posed by delaying consideration of our request until 
al year 1960, which, in our estimation, would be a minimum of 4 
hs delay in permitting us to have funds in hand to initiate the 
ired new construction. 
yhairman Haypen. What I was trying to impress you people with, 
sthat just what you have to face, as a matter of fact, even if it costs 
s of efficiency or loss of money, still we cannot do anything. 
fr. Woux. It is not only a loss of efficiency and loss of money but 
sa great danger to the United States in terms of its responsibility 
y out its military responsibilities in the areas and in terms of 
I ety to conduct the affairs of the Ryukyu Islands. 

le face a situation where the power demand is going to exceed 
pavailability of our generating capacity, by which fact we are going 
faced with the necessity of rationing power both to military re- 
ments and to the local economy, unless we can start to bring the 
Wplant on line; and even if we obtain our funds as requested, have 
min hand by May of 1959, we cannot construct the new plant as 
has we would like. 
: HOUSE INVESTIGATION 


airman Haypen. Can you give us an idea as to the nature of the 
igation and when it will be concluded ? 

. Wont. The investigation has been concluded, sir. The investi- 
ion by the House consisted of a visit to Okinawa last summer by 
Passman and a visit in January by two members of the staff of 
House Appropriations Committee. They have returned. They 
tthe facts. It is sort of a vagary of fate that our request as a 
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supplemental request was not considered by the Foreign Operation, | 
Subcommittee, but before a subcommittee—the Thomas subcommit. 
tee—and in their judgment, without the facts, which were in th! 
hands of the Foreign Operations Subcommittee, they considered thy 
this should be deferred, so that it would go back before the Foreign 
Operations Subcommittee. 

Chairman Haypen. The House committee report reads : 


An investigation has been underway to determine— 


Now I wonder whether there had been a final report of that investig,. 
tion made? 

Mr. Wout. The report will be a report by the committee staff mem. 
bers to the House Appropriations Committee. The staff committe 
members have returned, having completed their investigation jy 
January. 

Chairman Hayven. That fact was known to the House, was it not} 
What concerns me is your putting this money back in the bill when | 
the House has made up its mind it has to go back for 4 months, 

I was just trying to determine whether that is a fact or not. 

General Traus. Mr. Chairman, perhaps I can add a few words tha 
may assist the committee in its understanding of this matter. 

When this request came before the House, it was referred to a con. 
mittee other than the committee headed by Mr. Passman, whie 
usually handled Ryukyuan matters. Therefore, the chairman of th 
committee to which it was referred, perhaps, felt that better considen. 
tion would be obtained by waiting for its consideration by the com. 
mittee which would handle the fiscal year 1960 appropriation. This 
would be Mr. Passman’s committee, and it would have the benefit of 
the investigation referred to in the committee report. 

From the standpoint of the Army. an unfortunate development has 
occurred since that time. We have found that administrative pre 
esses over which we have no control will preclude us from bringing 
this to the attention of the Passman committee in fiscal year 1960, 

Chairman Haypen. Personally, I think this is argument on th 
same thing for about the third time, and from the military point ¢ 
view I can certainly understand it, but as to the economics of it, that 
is where the committee will not be able to provide any money m@ 
that act because it is in agreement. I think we would certainly hap 
a much more advantageous situation after the House investigates it 
and we know what it is, and think we are familiar with the facets 
I think perhaps the best thing we can do is to go before the How 
to see what they say, and if they give us any encouragement we cl 
come back and let the committee consider it. 

If we take the last statement of the House action, I do not see ay 
particular advantage in entering into any further discussion of th 
matter at this time. 

General Travus. I can understand the position of the chairman,i 
the light of the committee.report.. 

I would hope, then, that the committee would consult, as you sig 
gest, with the House, to determine the nature of the results of ti 
investigation referred to in the committee report. 

Senator ELtenpver. Mr. Chairman, as I recall, this same subject mit 
ter has been before this committee, I think, on a few other occasios 

Mr. Wout. Twice, fiscal 1958 and fiscal 1959. 
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OPPOSITION TO PROJECT 


Senator Ettenper. According to my recollection, this is the fourth 
time it has come up. I may bein error. I was the one who opposed 
itmost violently, and I still oppose it. 

If you recall, in looking up the record, some of us suggested that 
this would not be good, that it would be more or less a gift from the 
United States. Here you are asking for $10 million to erect a power 
facility and that power facility would be turned over to an authority 
on the islands. You are going to pay for the electricity and the 
local people are going to pay for the electricity and in that way, as 
[understand it, you are going to pay for the operation of the facility ; 
isthat correct ? : 

Mr. Wout. The facility would be turned over to the Ryukyu Elec- 
tric Power Corp. as the Machinato plant was originally. 

Senator ELtenperR. The United States would be using funds to pro- 
yide the kilowatts of electricity to be used on that island, and the 
position I took—the position taken by many other Senators—was 
that you ought to try to work out a plan whereby we would lend the 
money to build this facility, gaid loan to be paid back. 

Mr. Wont. We have investigated that and reported on that to your 
committee. 

The situation is that the normal borrowing facilities of the World 
Bank or Development Loan Funds or the Export-Import Bank are 
not available for this type of project, because of American administra- 
tion over the area. 

We are also, in the proposal here, requesting $10 million of appro- 

riated funds which would be supplemented by $314 million of funds 
ben the Ryukyu Electric Power Corp., generated by the plant which 
was originally put up. 

Senator ELttenpver. Is that money available now? 

Mr. Wont. The money is not completely in hand; however, we have 
in hand now in excess of $1 million. 

Senator ELLenper. Why did you not come before this committee 
with this item in your regular appropriation and provide a method 
of financing so that the money could be repaid? You do not have 
to go to the Export-Import Bank. It is entirely possible that we can 
create a special fund which could loan the necessary money to this 
authority. Then, eventually the Government would get the money 
back. I just do not see any reason why we should put up $10 million 
of the taxpayers’ funds to erect this facility and then turn it over 
to an authority that will operate it and charge the Government and 
the people of the islands so much per kilowatt, and then use some of 
the money to operate the Government on Okinawa. 

Mr. Wort. It does not work that way, sir. 

Senator Etienpver. Then how have you changed it since your last 
appearance before the committee ? 


FUNDING OF PROJECT 


Mr. Wont. The way it would work is this: That just as the Ma- 
chinato plant was provided for with appropriated funds, as an asset 
for the local economy and to provide a source of power for the local 
tconomy and for the military, this would similarly be funded, in this 
case, by $10 million from appropriated funds and $3,500,000 from 
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the Ryukyu Electric Power Co. Title would go to the REPC. It 
would be leased at the Machinato plant to the Army, which would 
run it as part of an integrated system which is now being run by the 
Army. 

Sendtein ELLeNpver. How much of the present integrated system is 
used in order to pay for the operation of the administrative part of 
the islands—I mean the citizens’ part ? 

Mr. Wont. There is nothing which goes from this to the adminis. 
tration of the Ryukyu Islands. The funds which are developed out 
of the leasing of the Machinato plant are used in order to facilitate 
the expansion of required power generating and transmission facili- 
ties, because we are extremely short in the area. This is where the 
$314 million would come from in terms of REPC contributions. 

Senator E.tenper. With that added facility, why could you not 
come to this committee with some plans whereby with the additional 
amount of electricity developed and generated you would be able to 
pay this back to the Government and not make it more or less an 
outright gift, such as this would turn out to be ? 

Mr. Wont. There are two difficulties, sir. One is that in Okinawa, 
we already have an electric power rate structure as it affects the local 
economy, which is twice that of Japan. We are in a difficult situation 
in that there are no facilities for hydroelectric power. There are no 
facilities for power generated by coal. We have to bring oil in; it 
is all an oil-fired process, which in and of itself creates high costs, 
We have the overall difficulty of trying to administer the area on 
a basis to develop its economic capacity, and we are trying to de- 
crease our rates for power in the economy rather than to raise them as 
we would have to do in order to develop the additional income to be 
able to pay this back as a conventional loan. 


POWER CHARGES 


Senator ELtenper. What is the rate per kilowatt-hour, do you 
know? Can you furnish that for the record ? 

Mr. Wont. I can give it to you now. The rate per kilowatt-hour 
to the local economy consumer is five and a fraction cents for domestic 
power. It is 3.75 cents per kilowatt-hour for industrial consumption. 
It averages 4.85 cents overall. 

Senator ExLtenper. How does that compare with rates, for instance, 
in Washington, do you know ? 

Mr. Wont. It would be two to three times Washington rates. 

Senator ELLenperR. Two tothree times? 

Mr. Wont. That is right. 

Senator ELtenper. What percentage of the electricity that is now 
available is sold to the civilians? 

Mr. Wont. Twenty-five percent of the total capacity of the system, 
which includes the military assets, goes to the local economy. 

Senator ELLenpEeR. What do you mean by “military assets” ? 

Mr. Wout. We have as the generating capacity on the island in 
the integrated system, the Machinato plant, which was provided 
from GARIOA funds, and the military assets which are the Imped- 
ance, Jacona, and diesels. 

Senator Exrenper. But that is all operated in the same manner, 
that is, under the same authority ? 
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Mr. Wout. That is correct. Itisalloperated bythe military. _ 

Senator ELLeNpER. Now, you say that the rates now are so high 
that you could not fund it 

Mr. Wout. That is correct, on a normal borrowing basis. 

Senator ELLENDER. Yet you want the American taxpayers to further 
gubsidize Okinawa? They never had electricity before. 

Mr. Wout. They had electricity which was destroyed during the 


Senator Exrtenper. As I recall the testimony, it was very little, if 
any. I wonder if you would make an effort, at least to propose to 
this committee when you come before us for the regular appropria- 
=, a method of funding this project? There ought to be a way 
by which you could do it, even if we increase the rates. We are doing 
that here, you know. Whenever we run short in the funding of a 
facility, we just increase the rates. I do not see why the same thing 
could not happen in Okinawa. Why should you desire to burden 
the taxpayers of this country with an additional $10 million expendi- 

¢ 


ture 

Mr. Wont. We do not look on it asa burden. We feel it would be, 
in the long run, a savings, with the additional facility which is re- 
ired for both the military and local economy requirements. 
There will be the situation in which the military, which is operat- 
ing the system, will have a net savings, a considerable net savings 
in its total cost of power. This would be on the basis that the mili- 
tary would have to pay for their own power rather than produce it 
themselves, and pay also in that there would be a profit increment, 
and pay also for the loan and that would wind up that the American 
taxpayer would be paying for the repayment to the United States. 


POSSIBLE FATE OF PROJECT 


Senator E.tenper. I would rather have it that way than to make 
this a gift. You may leave Okinawa in 2 or 3 years from now. If 
Be prcure, the project reverts back to the local people; is that not 
true 

Mr. Wont. The assumption that we might be leaving Okinawa in 
2or 3 years is a very unlikely happening. 

tor Extenper. I know I am exaggerating, but the point I want 
totry to bring out is that all the facilities we are erecting here, in- 
duding this, would revert to the local people in the event we do leave. 

Mr. Rice, Presumably so. 

Senator Ettenper. That is the way it has happened everywhere 
dse,in the world. It strikes me that you would have a better chance 
before this committee to get this appropriation if you leave the rates 
is they are, and make the local people pay some of this cost and not 
make the American taxpayers share this burden. 

When you say that it will cost less in the long run, of course what 
you want to do is decrease the amount to be paid by the military. But 
iy guess is that decrease will be reflected in an increased request for 
funds by the military before this committee. I would much prefer, 
48 far as I am concerned, that this facility be erected on a repayable 
basis; and it strikes me that you ought to be able to come up with some 
plan that will get our support, otherwise you might not get this. 


88932—59——_11 
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Mr. Wout. We thoroughly investigated the possibilities of bor. 
rowing funds, and we have come up against a blank wall. If we wer 
in a situation in which there could be a guaranteed long-term contragt 
on the part of the military to purchase power, we would have no 
difficulties; however, this is an impossibility. 

Senator Extenprer. Then you yourself are in doubt as to how long 
you will be there ? 

Mr. Wont. I do not know whether Congress would permit us to 
enter into a long-term contract of that nature. 

General Traus. Senator Ellender, inasmuch as we may not come 
before the committee—and it looks as though we may not, in respect 
of this matter for fiscal year 1960—might I ask permission to insert 
in the record a comprehensive statement bearing on the aspects of 
the matter you have now raised ? 

Chairman Haypen. It would be well for you to do that. 

(The statement referred to follows :) 


1. The Department of the Army has given exhaustive consideration to the 
possibilities funding required for additional power-generating plant in Okinawa 
on a basis other than through a grant of U.S. appropriated funds. The results 
of such consideration are set forth in section II of “A Report on the Electric 
Power System in the Ryukyu Islands,” dated January 31, 1959, which was for. 
warded to the chairman of the Committee on Appropriations, U.S. Senate, by 
the Secretary of the Army via a letter of transmittal dated February 13, 
1959. They include the conclusion that it is not feasible for the Ryukyu 
Electric Power Corp. (REPC) to borrow the funds required for new generating 
facilities. 

2. However, the possibility of REPC borrowing has been viewed in terms of 
conventional private and public lending sources, including the Export-Import 
Bank, the World Bank, the International Monetary Fund, and the ICA/Develop- 
ment Loan Fund. In the hearings held before the Senate Committee on Ap 
propriations on April 7, 1959, certain members of the committee made the 
suggestion that a plan be developed for financing the new generating facili- 
ties required in Okinawa on the basis of a loan from the United States, with 
ultimate repayment of such funds to the United States. 

3. It is considered feasible to accomplish the construction and operation 
of required additional generating facilities on the basis of the suggested means 
of borrowing and repayment by the REPC. Accordingly, the Department of the 
Army is preparing a detailed plan for such financing for the consideration of 
the committee. 

4. Pertinent financial data in connection with the powerplant operation fol- 
low : 

(a) The overall cost of operating the integrated power system is estimated 
at approximately $4.6 million for fiscal year 1959. As some 320 million kilo 
watt-hours will be produced in this operation the unit cost of production is esti- 
mated at $0.0144 per kilowatt-hour. Details are given below. 
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Estimate cost of operations, integrated power system, Okinawa, fiscal year 


1959 
5, 100 
Personnel costs -.-.-..------------~------------------------------ $775, 1 0 
Rental of facilities from REPC__--------------------------------- 568, 236 
Material costs: 
NN oc ta ea ens esi ans oe cette ah 2, 164, 000 
Lube._.---.--.-------~------------—------------ a res 
I ecu tive ace aemaomlones 388, 
a ——————- 2, 559, 000 
Seeloll delivery.........._............-.----------- = ——------—---- 100, 000 
0 ee ee ee 226, 900 
i RITE RINT CON en enepcenntennmeneninonanepsinnsinanen neenenanenanes sits 95, 000 
I I cn ai aos then elaine classless cies hii dpe tae 15, 000 
Government support and overhead: 
+= Support (Work orders) ...__.........__........... $50, 000 
Other Government costs: Cost accounting, supply han- 
dling, family housing and maintenance thereof____-- 229, 560 
—_——_—_——_———- 279, 560 
Pimelee COpt OF ODETALIONs. .... ee ee ee 4, 618, 796 


COMPUTATION OF UNIT COST 


$4,618,796 


—_—_——— = $0.0144337 per KV 
KV320,000,000 

(b) Financial data for the REPC indicates that the Corporation has an esti- 
mated net worth value of approximately $9.9 million at June 30, 1959. This 
yalué and a comparison thereof to actual figures for fiscal year 1958 are set 
forth in the comparative balance sheet below : 


Ryukyu Electric Power Corporation, comparative balance sheet, as of Dec. $1, 1958, 
and June 30, 1959 

















Dec. 31, 1958, | June 30, 1959, 
actual estimate 
Assets: 
Current assets: 
ae dR in ccrindineihenhacnindhing saWaliiiitinetusnauuice ccem $1, 770, 204 $1, 538, 932 
i NR ns. on tn dtbiinmesnnceth dbidenaenucnencecan 125, 954 130, 000 
Accrued interest receivable. -..........-....-..--.L....- 27, 704 23, 291 
Accrued rent on leased powerplant (Kume Shima) _........_______- 125 75 
et sn ckanphinbacckuccdmenenasmnnns cabal 15, 023 0 
i os acti ealoein an athe wateccarns sesh deehmasince 1, 939, 010 1, 692, 298 
Bc cachet lateness est iele Rises Scene yim pst piss Wilbeaee avs cs 7 219, 766 | 9, 304, 905 
eNO RG A UNNORIENOND nd conch he hecmiuin be dkipamsibiciameoine (1, 126, 081) (1, 259, 807) 
I lk id ie = inhi eed niglenmitmasion 4, 076 151, 076 
land and easements -___-_- piace aig ome ice wae eis twas arama nin oie ewer eteghae ei 61, 714 71, 714 
EL, ccanwnslithpcissansaeiplliat the anneesitie cockkikhonc A sh aad 8, 098, 485 9, 960, 186 
ee he rn dat ghana wiasinwidunauaabeae cia 80, 171 96, 
Net worth: blige’ SM = 3er 
a a A a a 7, 153, 678 8, 666, 678 
en ee eo Ee 864, 636 1,197, 508 





I 8, 018, 314 9, 864, 186 


-_— ee 
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(¢) The REPC had an estimated earning capacity of approximately $674,009 
in fiscal year 1959. Details thereof and a comparison to actual figures for fisca) 
year 1958 are as follows: 


Ryukyu Electric Power Corporation, comparative statements of profit and logp 
periods covering fiscal years 1958 and 1959 


Fiscal year 
1958 actual 
Earnings: 
TE scenes deinbcdemimiaisiseehbdanibsbhbctemtinindrnisininseinioaaeselh adn $1, 262, 227 
ll nn sh ee etowngnwnadudechann 


ee acs enteemencneianuieeinceabouwatts 


Other earnings: 
Rental income from lease of power facilities ...............-------------. 
Lease of powerplant in outlying islands. -..._.........-.....-...-.-...-.. 
Se ee ee eee 


ee ae saasewsuabediaensinenere 

RE OSG ce ae a 
Expenses: 

Operating expe ses (wages, supplies, lighting expenses, land rent and 


DR eto R hltihe dicen aitnckiiinineewaarthakontihhyteveubors 
SEREIEED GEOTIIB o a sa fakin epee sunbbbdtecowcesccccesscecccssces 








(d) It is estimated that beginning in fiscal year 1964, the annual rental value 
of the facilities of the REPC will be the approximate amount of $2.3 million, 
This estimate is based on the assumptions that the present leasing arrangements 
will remain in effect and that the construction of additional facilities will be 
accomplished by a loan from the United States to be supplemented by the earnings 
of the REPC through fiscal year 1963. 


Rental value of REPC facilities at July 1, 1963 


Rental value at July 1, 1963 
















Date of Cost of 
Facilities acquisition | acquisition 
Deprecia- | Interest ? Total 
tion ! 
Machinato Plant: Related facilities and | 1950-52_..... $7, 094, 745 $262, 768 $486, 121 
transmission lines. 

Henoko transmission line...............- July 1, 1959..} 1, 513,000 56, 037 64, 443 120, 480 
Miscellaneous: 

Transmission lines and other facili- liane casiiesall 923. 000 34, 185 39, 313 78, 498 
ties 1 gaan oe out of REPC |jJuly 1, 1960.. 207, 000 7, 667 9, 200 16, 867 
earnings. 

Proposed Kin Power Plant: 

Chassis for 4 generators, plant | July 1, 1962_.| 13, 900, 000 514, 815 669, 259 1, 184, 074 


and 2 Ist generators. 


ee July 1, 1963..} 8, 800, 000 0 440, 000 





1 Depreciation calculated on straight-line basis, 27-year sevice life. 
2 Interest calculated at 5 percent of depreciated value of facilities. 


(e) To summarize: the rental value of REPC facilities, on the basis of which 
amortization of any construction loan from the United States can be accom 
plished, is estimated at $2.3 mils per annum. 
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FINANCING POSSIBILITIES 


Senator Ettenper. You fellows never give up. This is your third 
attempt to get funds for this project. You will only come in next 

r if we turn you down this year. What we asked you to do last 
year, I know I did, was to try to get you to devise a plan whereby 
these funds in some way could be repaid to the F sdienal Coaternahent 
and not let the U.S. taxpayers pay for the thing. 

Senator Hruska. Mr. Chairman, I am wondering if, in that com- 
prehensive statement which the witness was so generous to volunteer, 
there could be included a financial statement or an operating state- 
ment, whereby we could analyze a little of the financial background 
in it, which the Senator from Louisiana is so greatly interested in? 
Ithink perhaps we could analyze it for ourselves a little bit, as to the 

ibility for some plan to repay some of the capital costs of this 
additional plant that 1s requested. Could that be done? 

Mr. Wont. Yes, sir; we have already provided for the committee, 
sir, 8 very comprehensive investigation of the possibilities of financ- 
ing this on some basis on which there could be repayment, concern- 
ing which the conclusion was reached that no such possibility exists. 

nator Hruska. Well, it does not exist with the source of the 
funds from the Development Loan group or from the Import-Export 
up; however, we still have a little appropriating power left in the 
ngress, and, if the money came from that source and there was 
some method of repayment, that presumably would be in the direc- 
tion in which the Banshest from Louisiana seems to travel. 

Senator ELtenper. May I state to my friend from Nebraska that 
we have on hand $2,800,000 which comes from the present facility 
that they expect to spend for this facility. Now, by the construc- 
tion of a new one I am sure they would be able to make more profit 
out of it, and therefore retire the payment of the cost of the facility. 

Senator Hruska. Would not the statement which will be presented 
show how long it has taken to accumulate the $314 million and how 
long it onan take to accumulate additional funds from the increased — 
activit 
Mr. ens, Senator, we do not have on hand $3,500,000 which we 
are talking about the REPC contributing. This would be derived 
from the operations of the REPC during the period it would take 
to construct the new facility which is through fiscal 1962. 

We would also contemplate that the additional funds the REPC 
would develop from the operations of both the Machinato plant and 
the additional plant requested, that it would be contributing to the 
funding of the final segment of the plant involved. In other words, 
We are now requesting two 20-megawatt units to go into a chassis to 
hold four 20-megawatt units. The second two 20-megawatt units 
would still require ultimate funding. REPC would be in a position 
to contribute substantially toward that requirement. 

Senator Extenper. Would that money be available by the time you 
need it? You see, this facility is going to cost you, if you are going 
to construct it in 3 years, in 1962—or would that be 1963 ? 

Mr. Wout. The facility we are asking now would be on the line as 
se swmary 1, 1962, if we had the $10 million requested in May of 
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Senator Hruska. What about the 314 million you speak of 
Where would it come from ? 

Mr. Wout. The 314 million from REPC would be available to it 
in terms of what it has in hand and the additional income generated 
between now and fiscal 1962. 

Senator ELLeNpER. Suppose you bring that statement which Sen- 
ator Hruska just asked about, up to date. 

Mr. Wout. Yes, sir. 


NUCLEAR POWER POSSIBILITY 


Senator Dworsuak. For some time now the Department of De 
fense and the Atomic Energy Commission have been experimenting 
with small nuclear power generating plants for use in isolated mili. 
tary areas, where coal and hydroelectric power is not available. 

Has any consideration been given to the possibility of developing 
nuclear power ? 

Mr. Wout. This was considered very seriously, particularly from 
the military aspects, and it went as high as the Budget Bureau level 
for consideration. However, the cost involved in terms of construc. 
tion of the plant and of paying for the pile at the time it was con- 
sidered were considered to be exceedingly high, and, in the judgment 
of the people who considered it, consideration of an atomic plant for 
Okinawa was deferred for a period of at least 4 years, during which 
time they hoped that the costs would come down, and the state of 
the art would go up. 

Senator DworsHaxk. If you went ahead with this kind of power 
development, there would be no need of a subsequent nuclear-povw- 
ered generator plant ? 

Mr. Wont. One-half of our requirement, the second half, could 
conceivably be in the nature of a nuclear plant. 


Senator Dworsnak. Is it difficult to understand the attitude of the | 


Budget Bureau after it has been explained ? 

Mr. Chairman, the Congress and this administration are subsidizing 
by millions—yes, hundreds of millions of dollars—the development 
of nuclear power in countries in Western Eurone and in other areas, 
and it seems difficult to understand why we could not consider nuclear 
power in an area like this which you contend is vitally important 
from a military standpoint. 

Mr. Wout. The comparison in cost is something like $28 million as 
again $9 million. 

Senator Dworsnak. I still point out that if we could build and 
subsidize these nuclear powerplants in Western Europe, in various 
countries there, then it seems to me logical to believe that we can afford 
them in areas where we operate. 

Mr. Wont. We are requesting, on the basis of much more moderate 
cost, the type of plant which we need, and which we need desperately 
in order to avoid getting into a situation in which, with the time 
involved, the delayed consideration of our requirement which has al- 
ready been delayed 2 years, we will run out of our available supply 
and will be faced with a situation in which the military cannot carry 
out its mission and in which we cannot meet our responsibilities to 
the local economy. ; 
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We have this line which shows the demand—this is the minimum 
demand which stems from existing facilities, and construction which 
has already been authorized and funded. We have here the firm 
capacity of our system. This will be exceeded by the end of this 

rand during this period here [indicating] which is until January 
1, 1962, when we are requesting to be permitted to have a new plant 
on the line, we are going to be in a situation where any breakdowns 
in the system, any requirements that we are faced with, will require 

wer rationing. We will have to take impedance out of the line 
and bring it up to Japan for hull repairs, which will take 4 to 6 
months. 

Senator Dworsuak. Is that oil or coal? 

Mr. Wout. Oil. 

Senator DworsHax. Have you estimated the operating costs? 
Would that involve considerable transportation expense ? 

Mr. Wonu. There is transportation expense involved in the system 
as we have it now, where all is oil-fired equipment. 

Nevertheless, our cost of power generated under the system, which 
is 1.4 cents per kilowatt-hour, compares favorably with the cost paid 
by the Army in the United States for power. 

Senator Dworsuak. That is all I want to ask. 


CONSTRUCTION OF POWER SYSTEMS, RYUKYU ISLANDS 


Chairman Haypen. I have received a letter from Major General 
Traub, Director of Army Budget, in reply to a request of the com- 
mittee members relating to construction of power systems, Ryukyu 
Islands. The letter and suggested amendment will be placed in the 
record at this point. 

(The letter referred to follows:) 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE COMPTROLLER OF THE ARMY, 
Washington, D.C., April 9, 1959. 
Hon. Cart HAYpDEN, 
Chairman, Senate Committee on Appropriations, 
U.S. Senate. 


Dear Mr. CHAIRMAN: In the Senate hearings on the fiscal year 1959 Depart- 
ment of the Army supplemental appropriations request for “Construction of 
power systems, Ryukyu Islands,’ the committee members requested that there 
be submitted information concerning the financial status of the Ryukyu Electric 
Power Corp. (REPC), together with a plan for funding the construction of new 
power generating facilities required in Okinawa on the basis of a loan from the 
United States rather than through a grant of U.S. appropriated funds. 

The Department of the Army has previously given extensive consideration to 
various possibilities for funding the additional power generating facilities re- 
quired in Okinawa. The results of such considerations are set forth in section 
Il of “A Report on the Electric Power System in the Ryukyu Islands,” dated 
January 31, 1959, which was forwarded to you by the Secretary of the Army 
under cover of a letter dated February 13, 1959. They include the conclusion 
that it is not feasible for the REPC to borrow the funds required for new gen- 
erating facilities. However, until the hearings held before your committee on 
April 7, 1959, the possibility of REPC borrowing had been viewed in terms of 
conventional private and public lending sources including the Export-Import 
Bank, the World Bank, the International Monetary Fund, and the ICA-Develop- 
ment Loan Fund. 

It is considered feasible to accomplish the construction and operation of re- 
quired additional generating facilities on the basis of the suggested means of 
borrowing and repayment by the REPC. On this basis, it would be most practi- 
cable to effect a considerable saving in overall cost by constructing at one time 
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the entire facility required. Instead of a U.S. grant of $10 million, the REpg 
could borrow from the United States the amount of $18 million. This would he 
supplemented by approximately $4,500,000 to be derived by REPC from its operg. 
tions through fiscal year 1963. Together, these funds would be used to constryg 
an 80,000-kilowatt generating plant, comprised of the four 20,000-kilowatt unity 
which have been described to your committee as needed to meet the rapidly ey. 
panding requirements of the local economy and the military base. Like the 
Machinato powerplant, the new plant would be leased by the REPC to the Arm 
for operation as part of the integrated island power system. REPC could repay 
the funds borrowed out of the rental income thus derived. 

Accordingly, there is attached the draft of an amendment to the legislative 
language of the fiscal year 1959 Department of they-Army supplemental appro. 
priations request for “Construction of power systems, Ryukyu Islands,” whieh, 
if approved by the Congress, would provide the authority for REPC to proceed 
with funding the required facilities on a loan basis. The data requested cop. 
cerning the RFPC’s financial status are being inserted into the record. 

Sincerely, 
Davin W. TRAUB, 
Major General, GS, 
Director of Army Budget. 


The Secretary of the Treasury is authorized and directed to lend to the Ryn. 
kyu Electric Power Corp., an instrumentality of the U.S. civil administration of 
the Ryukyu Islands, the sum of * to be used for the construction and 
equipment of an electric powerplant and necessary corollary facilities in the 
Ryukyu Islands. Repayment of the loan shall be made over a period of % 
years, to commence 5 years after the loan is made, and shall be free of interest, 
For the purpose of the loan, the Secretary of the Treasury is authorized to nse 
as a public-debt transaction the proceeds of the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under the act are extended to include such loan, 
The loan and repayment under this act shall be treated as public-debt trans- 
actions of the United States. 


Chairman Haynen. If there are no further questions, we will stand 
recessed until 2:30 p.m. 

(Whereupon, at 12:40 p.m., the committee recessed until 2 p.m. of 
the same day.) 





AFTERNOON SESSION (TUESDAY, Aprit 7, 1959) 


Crvm War CENTENNIAL ComMIssION 


STATEMENTS OF MAJ. GEN. U.S. GRANT ITI, CHAIRMAN, AND KARL 
S. BETTS, EXECUTIVE DIRECTOR 


RESTORATION REQUEST 


Chairman Haypven, The committee will be in order. 

The House disallowed the supplemental estimate of $23,492, re 
quested for the Civil War Centennial Commission. 

The Commission is seeking restoration of the full amount. 

The justifications will be included in the record. 

(The justification referred to follows:) 


1Insert heré amount of loam: $10 million for two 20,000-kilowatt units; $18 million 
for four 20,000-kilowatt units. 
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HISTORICAL AND MBMORIAL COMMISSION 
CIVIL WAR CENTENNIAL COMMISSION 
(House hearings, pp. 20-24) 


Appropriation, a gh $76, 508 


Supplemental a at rennin dies css eeaheintans ineeb tui 23, 492 
a reas eres eron ae memaprndeeprey rreyarerionndmenterenparebimereanspers>naptoerpmnthctat seaearetoasin 
RS * OGIO 6 cer pinyertpy min peep tuenget- eo rpeutermeproivero apapeperenmapreransiapend 23, 492 


(P. 20, after line 2) 
Amendment requested: Page 20, after line 2, insert the following: 


“OIVIL WAR CENTENNIAL COMMISSION 


“For an additional amount for expenses necessary to carry out the provisions 
of the Act of September 7, 1957 (71 Stat. 626), as amended, $23,492.” 


HOUSE REPORT 


The committee has denied the additional $23,492 requested for this Commis- 
sion as it does not appear that it is needed at chis time. The Commission already 
bas $76,508 available for this year, and an appropriation of $100,000 is requested 
for 1960. 

JUSTIFICATION 


The amendment restores the reduction of $23,492 made by the House in the 
pudget-estimate which is scheduled for the following activity : 


Planning the commemoration: 


ese netateninrardpnerelinsspetoniianetrptyaye bert oarerh atten 76, 508 
SIOIOD ER) | OCTAIIONG, TUN 53, cer erg tenses oe ier em tn mints 23, 492 
I etc iat ia comma 
I eect ers ieee i iS 23, 492 
A breakdown of the restoration request by objects of expenditure follows: 

i Ok a a cepa min greemeipneniaeeel $9, 594 
trae oialenineinlies 2, 500 
NE iin ahm nani hvacnmenesgaieaeiie 742 
nn SINE. USTRENDESUNO CRON nee eeesecid rte tinesbererne meter arerionioestts 7, 000 
Se | AIPA Ol cereesen reginspenninnevsigetinnry icity 2, 670 
IO OURO: UNI is beni iiienernrcies weiner eneimiameny 555 
11 Grants, subsidies, and contributions__..._..-__..._._-._..--------~--.- 431 
aN a ice 23, 492 


House action on the bill reduced the estimate by $23,492, of which $5,268 was 
requested to cover pay increase costs authorized by the act of June 20, 1958 (72 
Stat. 208), and $18,224 to bring the program up to the level contemplated by the 
act of September 2, 1958 (72 Stat. 1769), whereby $100,000 was authorized for 
appropriation annually. 

The Commission has inaugurated many national activities which must be sert- 
ously curtailed if the requested supplemental budget is not approved. 

The dominant factor as a basis for our request for the $23,492 is the time left 
tous in our planning. We are entrusted by public law with the planning and 
coordination of the centennial observances. We call attention to the fact that 
how, rather than 2 years hence when the centennial begins, is the time for us to 
act, We must keep our activities at full scale from this date on in order to be 
prepared to meet our responsibilties. 

We have inaugurated a monthly news service to 3,000 weekly and daily news- 
papers throughout the United States to keep the public informed of the plans 
for the centennial observances for the years 1961-65. 

A monthly newsletter “100 Years After” is being sent regularly to approxi- 
mately 4,000 members of patriotic, civic, and historical groups throughout the 
United States, and to libraries and Government agencies. 

State centennial commissions have been established in 23 States to date, and 
our campaign to secure similar groups in 12 additional States is now pending 
before State legislatures. 
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An advisory council of distinguished Americans has been appointed which ip. 
cludes over 500 members. 

A chronology of the Cvil War listing 6,500 events has been prepared and js 
listed according to date and by State. This list is of tremendous value to State 
commissions throughout the country. 

A guide for the observance of the centennial of the Civil War was prepareg 
and has been distributed to members of the Civil War Round Tables, patriotic, 
civic, and historical groups throughout the country. 

A speaker’s bureau has been maintained and, during the past 12 months, we 
have supplied speakers for approximately 80 important meetings held throughout 
the country. 

We have prepared a tape-recorded program in cooperation with the Nationa] 
Park Service for use by historic, patriotic, and civic groups throughout the 
country. 

We have prepared a handbook entitled ““‘What Does the Centennial Mean to 
You?” for distribution through the great corporations and keyed to their radio, 
TV, and magazine advertising. 

Under authorization of the National Centennial Commission, our second 
national assembly has been scheduled for Thursday and Friday, April 16 and 
17, 1959, at the Jefferson Hotel in Richmond, Va. It is expected that some three 
to five hundred delegates from every section of the country will be in attendance 
to discuss detailed plans for the Commission’s overall program. 

We have submitted and secured formal approval by the board of directors of 
the Metropolitan Sunday Newspapers, Inc., of a plan to publish under their 
sponsorship a newly written newspaper history of the Civil War. This story is 
to appear in five annual supplements augmented by monthly or weekly stories 
of the happenings of the war. The cost is estimated at $25 million and the 
campaign to secure the funds from leading advertisers is to be conducted by 
the Metropolitan Sunday Newspapers, Inc., with our cooperation. 

Legislation has been introduced in the Congress providing for a Civil War 
medal to be sold at a profit by the National Commission. However, the initial 
cost of production must be advanced by the Commission at a charge of approxi- 
mately $2,000. 

Recommendations are now in the hands of the Post Office Department for the 
printing and distribution of some 20 commemorative stamps to be issued during 
the centennial years. 

If the House reduction is sustained, the Commission will be forced to take the 
following steps: 

1. Reduce the centennial staff personnel. 

2. Eliminate all travel and effective aid to the metropolitan Sunday news- 
papers to carry out the approved national educational campaign. 

8. Eliminate at least two issues of the monthly newsletter during the next 
4 months. 

4. Postpone the publication of the new handbook, “What Does the Civil War 
Centennial Mean to You?” 

5. Immediately discontinue the speaker’s bureau. 

6. Curtail our efforts through personal contact to secure appointment of State 
centennial commissions in the remaining 27 States. 

This curtailment in 1959 will adversely affect our program for 1960 when 
we will be faced with new recruitment problems, and a backlog of work to crowd 
into 1960 which should be accomplished in 1959 to permit a more consistent and 
effective program. 

GENERAL STATEMENT. 


Mr. Grant. Mr. Chairman, I am U. 8. Grant ITI, Chairman of the 
Civil War Centennial Commission. 

Mr. Chairman and members of the committee, may I express to you 
my deep appreciation of your courtesy in allowing me to appear before 
you in the interest of the supplemental estimate for 1959 of the Civil 

ar Centennial Commission. 

I wish first of all to endorse without qualification the statement 
presented by our executive director, Mr. Karl S. Betts; he has 
thoroughly analyzed the situation at our Commission. 
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I would like to add emphasis to one part of his statement, and that 
is the urgency of the time element involved. The measure of success 
of our nationwide centennial program depends upon the amount of 

lanning and organization perfected during the years 1959 and 1960. 
his is the critical time for us. We need every day and every hour 
to insure the successful inauguration of the commemoration in 1961. 

I feel very strongly that the careful planning now being carried 
out will insure the success of the undertaking handed over to us by 
the Congress. But we must keep the throttle wide open for the next 
9 years to attain the success that the centennial of the Civil War 
deserves. 

There is mounting evidence of a tremendous awakening throughout 
the country to the importance of the centennial to all Americans. We 
hope to recapture something of the pride in our American heritage 
which was dearly bought by our forebears. 

Many of the Nation’s most distinguished citizens are working with 
us to achieve this result. Many of our greatest corporations are 
taking an active interest in preparing to solemnize the most significant 
era in American history. Civic, patriotic, and historical groups 
throughout the land have warmly endorsed our objectives and they 
are entering wholeheartedly into the preparations now being made. 

We count on the impulse coming from the grassroots, from local 
pride, and appreciation of their State history. 

I might interpolate, Mr. Chairman, that one reason we are so anxious 
to have the observance of the Civil War Centennial Commission come 
from the local communities and States is that we hope that this will 
be done without any additional cost to the authorized amount on the 
Federal appropriation. 

We are striving to take advantage of this centennial as an oppor- 
tunity to apprise the American people of the great deeds performed by 
Americans on both sides, to resuscitate in our population of today the 
heroic impetus of our forefathers, which led them to accept for the 
principles they held dearer than life itself, sacrifices and suffering 
and battle losses greater than had been endured before. 

Our Commission believes that this is not a proper occasion for cele- 
bration, but, rather, for the solemn commemoration of the events and 
individual heroism displayed by American citizen soldiers and sailors 
during the greatest and most tragic crisis through which our country 
has passed. 

As steel is tempered by being heated to red heat, so the American 
people were tempered and prepared by this tragic experience to be- 
come in the following years the great Nation they are today, and a, 
more united nation. 

A better knowledge and appreciation of Civil War history cannot 
but inspire the Americans of today to greater patriotism and enhanced 
pride in being Americans. 

‘T respectfully ask that the Appropriations Committee give favorable’ 
consideration to our appeal for help in continuance of this vitally 
mportant program. 
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FINANCIAL SITUATION 


Chairman Haypen. Thank you, General Grant. 

I understand Mr. Kar] Betts, executive director of the Commissio 
desires to make a statement. First, I have two questions. Including 
the reappropriation of the unobligated balance of the 1958 appropria- 
tion, I understand that you had a total of $76,508 available for the cur. 
rent year. Is that correct? 

Mr. Grant. Yes. 

eer Haypen. How much of this sum has been obligated to 
date 

Mr. Grant. That is practically all obligated or committed to date, 
sir. Actual obligations on the books through March total $62,691, 
We really need that additional amount because our program is set 
up in the hope that we would get it. 

Chairman Haypen. Are there any questions? 

Senator Ropertson. Mr. Chairman, I want to express the appre- 
ciation of the people of Virginia, the pleasure, in which the first battle 
of the Civil War was fought, in which the last battle of the Civil War 
was fought, and in which more battles of the Civil War were fought 
than any other one State. 

I wish to express our pleasure over the fact that the grandson of 
the magnanimous victor at Appomattox is heading the Commission. 


ENDORSEMENTS OF PROPOSAL 


I want to emphasize the statement that he has just made to us, that 
there is mounting evidence of a tremendous awakening throughout 
the country to the importance of the centennial to all Americans, and 
he said we hope to recapture something of the pride in our American 
heritage which was so dearly bought by our forefathers. 

T endorse that sentiment. 

Mr. Chairman, I have reviewed the need for this supplemental with 
the Executive Director of this Commission and another friend who 
is familiar with the work and I am satisfied, as the gentleman has said, 
with the current appropriation being already obligated, we need the 
additional amount between now and June 30 to carry forward the 
plans that are contemplated. 

The Budget has recommended it. I am afraid that the House 
did not go into it very fully when they denied this request. I cer- 
tainly hope that our committee will grant the request. 

I am pleased that I can be here today to hear this testimony and 
to endorse the proposal. 

Chairman Haypen. Senator O’Mahoney ? 


Ctrvi. Wak CENTENNIAL COMMISSION 


STATEMENT OF HON. JOSEPH C. 0’MAHONEY, A UNITED STATES 
SENATOR FROM THE STATE OF WYOMING 


ENDORSEMENT OF APPLICATION 


Senator O’Manoney. Mr. Chairman, both as a Member of the 
Senate and as a member of the Civil War Commission, I would like 
to endorse the application which has been made here. This sum of 
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$93,000-plus is necessary for the preparation which the Commission 
has in mind for the beginning of the celebration. I do not know 
whether Mr. Betts has called attention to the fact that the Commis- 
sion has, for example, arranged with a syndicate of newspapers 
throughout the country—the Washington Star here in Washington 
js one of these "i gdh will engage in a publicity campaign to 
tell the story of this war in the manner which has been planned by the 
Commission and, as Senator Robertson has so well said just now, to 
reveal the national heritage which all peoples, north and south, have 
obtained from this history. _ 

The newspaper publicity will probably cost the press, without a 
single dollar assessed against the Commission, about $25 million to 

this story, but the members of our staff have to make the travels 
roughout the country. 

I wrote a letter to the chairman under date of April 1, 1959, ex- 

laining in some additional detail why I feel this appropriation should 

anted. 
will ask the chairman if that letter may be made a part of the 
record. 

Chairman Haypen. That may be done. 

(The letter referred to follows :) 

UNITED STATES SENATE, 
Washington, D.C., April 1, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U8. Senate, Washington, D C. . 

Deak CarRL: In considering the budget estimates for the second supplemental 
appropriation (H.R. 5916), the House of Representatives denied the request of 
the Civil War Centennial Commission, of which I am a member, for a supple- 
mental appropriation of $23,492 for fiscal 1259. ; 

The supplemental appropriation of $23,492 would bring the Commission’s ap- 
propriations for fiscal 1959 to the $100,000 authorized by law. Failure to ap- 
ropriate the sum will bring difficulties to the Commission out of all proportion 
ib teving to the Government. The observance of the centennial will begin in 
1961, but the more crucial time for planning is calendar years 1959 and 1960. 

Two important projects will bear the brunt of the loss of the $23,492. The 
Commission is on the verge of closing an arrangement with the Metropolitan 
Sunday Newspapers, Inc., a service organization to 40 of the Nation’s leading 
newspapers, including the Washington Sunday Star and Chicago Tribune, for 
the publication during the centennial of a Sunday supplement depicting the 
events of the Civil War. This is a $25 million project, the cost of which will be 
borne by the newspaper syndicate. The Commission, however, needs travel 
money and personal services for the purpose of assisting in the organization of 
this enterprise. Funds to assist in getting this project underway were included 
in the $23,492 which the House of Representatives did not allow. 

The second major project which will be handicapped is the publication of a 
booklet “What the Civil War Centennial Means to You.” This is important 
iterature in the Commission’s program to stimulate local participation in the 
centennial observance. Delay in its publication will mean delay in the planning 
at loeal levels. 

The Commission has asked for an appropriation of $100,000, its full authort- 
zation for fiscal 1960 and that sum has been included in H.R. 5915, the appro- 
priation for the Department of the Interior and related agencies, but its pro- 
grams will be severely handicapped without commensurate saving to the Gov- 
ernment if the supplemental $23,492 cannot be restored in the Senate. 

I believe such restoration is in the public interest and hope that you can give 
the item special consideration when it comes before the Appropriations Com- 


With kind personal regards. 
Sincerely yours, 


JosePH C. O’MAHONEY. 
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LETTER FROM SENATOR MORTON 


The Cuarrman. I have received a letter from Senator Morton, also 
a ‘member of the Commission, in support of the funds requested for 
the Commission. This letter will be included in the record. 

(The letter referred to follows :) 


U.S. SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
March 24, 1959, 
Hon. Cart HAYDEN, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: The Civil. War Centennial Commission is asking for 
$23,492 in a supplemental appropriation bill. This amount comes under the 
authorization of Public Law 85-918. That authorization was for $100,000. The 
supplemental request represents the unappropriated balance of that authoriza- 
tion. 

I happen to be a member of the Commission and I honestly feel that it is 
doing a good job and is particularly careful in its expenditures of the taxpayer’s 
money. Maj. Gen. U. S. Grant, the Chairman, and the Honorable William M, 
Tuck, of Virginia, Vice Chairman, are both riding herd on expenditures. 

The House rejected the request for a supplemental appropriation but I am 
hopeful that the Senate will not only restore it but fight for it in conference. 

With best wishes. 

Sincerely yours, 
THRUSTON B. Morton, 
RESTORATION REQUESTED 


Chairman Haypen. Mr. Betts you may proceed. 

Mr. Betts. Mr. Chairman and members of the committee, may I 
express the very genuine appreciation of the Centennial Commission 
for this opportunity to present for your consideration some additional 
facts which we hope will justify your favorable consideration in the 
matter of restoring the supplemental appropriation for 1959 for our 
Commission. 

First of all, I would like to call particular attention to the over- 
whelming importance to us of the time remaining for our planning 
before the inauguration of the centennial program in 1961. It is 
now rather than 2 years hence that the real work of planning, co- 
ordinating, and of arousing the public’s interest in the observances 
must be carried out. 

The years 1959 and 1960 are the critical years of organization so 
far as we are concerned. We must keep our activities at full scale 
from this day on in order to meet our responsibilities. 

Second, the Centennial Commission readily recognizes the im- 
portance of decentralizing our activities, that is, we can effectively 
organize a great national program only through utilizing local and 
State organizations. For this reason, we have given major emphasis 
to the establishment of State centennial commissions; 24 of these have 
been organized and as many more are in the course of being established. 
This organization work costs both time and staff work and it should 
be completed now. 


ADVISORY COUNCIL 


We are also completing the appointment of some 600 distinguished 
Americans, distributed throughout the country, to our advisory 
council, with the thought in mind that we must depend upon local 
representatives in the States to insure a proper nationwide series of 
observances in every section of the country. 
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- These have been two of our major activities, which I have summar- 
jzed in detail in a more lengthy report sent recently to each member of 
this committee. 

I feel that it is imperative for me to point out to this committee that 
if the requested supplemental budget is not restored, we must face an 
jmmediate reduction in our small, but efficient, centennial staff per- 
sonnel, the elimination of all travel and the promotion of our program, 
and the postponement of the publication of important educational 
booklets and our monthly newsletter. 

Gentlemen, I should like to impress upon you this point: We are 
operating with a staff of only six. A part of this supplemental fund 
oF $23,492, to be exact, $5,268, goes to cover a 10 percent increase in 
salaries authorized by congressional act. This leaves $18,224 which 
we need immediately to bring our planning up to the pace necessary 
for us to have the Nation prepared for the aad beginning in 
1961, as pointed out by Senator O’Mahoney. 

Possibly the most damaging thing to our national campaign will be 
a 3-month postponement of travel and liaison work with the Metro- 
politan Sunday Newspapers Syndicate with whom we have been work- 
ing for some months, which is preparing for the publication of a com- 
pletely new history of the Civil War to be published in five annual 
installments. The syndicate referred to has a circulation of some 
17,500,000 and its board of directors has formally agreed to undertake 
the sponsorship of this newspaper history of the war, to be written 
by a distinguished editorial board. 

It is estimated that the production and distribution of this illus- 
trated supplemental will cost approximately $25 million. The cost, it 
is anticipated, will be borne by the Nation’s leading advertisers. 

In conclusion, I would like to state again that a curtailment of 
our program at this time for lack of funds will present us with 
new recruitment problems and a backlog of work to crowd into 
1960, which should be completed in 1959, to carry out effectively a 
national educational campaign. 

Senator ELLEnpDer. Mr. Chairman, may I ask a question ? 

Chairman Haypren. Senator Ellender. 


PREVIOUS REQUEST 


Senator Extenper. Mr. Betts, what was your request in 1959, 
the full $100,000? 

Mr. Betts. What is that, sir? 

eenator ELLENDER. What was your request for the 1959 appropri- 
ation 
_ Mr. Berrs. We asked for the full authorized sum of $100,000, 
including the $23,492 requested here. 

Senator ELtENDER. The Congress gave you the $76,508 ? 

Mr. Betts. That is correct, sir. 

Senator Evtenver. Notwithstanding that, you set your plans to 
gg the full $100,000 as you have just stated. 

r. Berrs. Yes, sir. 

Senator Etitenper. This Commission has been in operation only 
during this fiscal year. 

Mr. Berrs. We opened our headquarters on April 1, a year ago. 
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Senator Exxtenper. So that you received an appropriation aside 
from this one? 

Mr. Berrs. We had an original appropriation. 

Senator Ettenper. How much was it? 

Mr. Berrs. $37,000. 

Senator ELLenpver. Was that out of the $100,000 authorization for 
this fiscal year? 

Mr. Berrs. No, sir; that first appropriation only covered the 4 
months remaining in fiscal 1958. 

Senator ELtenper. On the basis of $100,000? 

Mr. Berrs. Hardly that, sir. They simply took a flat sum of 
$37,000 of which we actually expended $23,500. We did not expend 
$13,508 last year. 

Senator Exienper. In all events, though, the Commission was 
authorized, as I understand, to spend as much as $100,000 per year? 

Mr. Betts. That is correct. 

Senator Exienper. This is to run for 3 years from the enactment of 
the Authorization Act? 

Mr. Betts. Yes, sir; to the end of the centennial. 

Chairman Haypen. We thank you and the gentlemen for your 
presentation. 

Mr. Berrs. Thank you, Mr. Chairman. 


FREE PUBLICITY 


Senator Ropertson. Before the witness leaves the stand, I want to 
mention again the necessity for this supplemental item in order to 
get newspaper publicity which you said would be worth, if you had 
to buy it, $25 million. 

Would you mention that again, how would this tie in with that 
plan to get $25 million of national publicity free? 

Mr. Betts. Senator Robertson, in order to carry out the plans for 
that Sunday supplemental, the metropolitan Sunday newspapers have 
asked the Commission to supply personnel, unlimited historical in- 
formation, a lot of preparation and travel to assist them in presenting 
this to the great national advertisers of the United States. 

Senator Ropertson. Thank you. 

Chairman Haypen. We thank you, gentlemen. 

I might say that I have a personal interest inasmuch as I had two 
uncles in the Confederate Army. One was killed at Shiloh. 

My grandfather was caught carrying dispatches across the Mis- 
sissippi River at Memphis, the Mississippi at that time being block- 
aded, and was imprisoned for a time after having been caught. 

Thank you. 

Mr. Grant. Thank you, Mr. Chairman. 
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DEPARTMENT OF THE INTERIOR 
IncrEASED Pay Costs 


STATEMENT OF D. OTIS BEASLEY, ADMINISTRATIVE ASSISTANT 
SECRETARY, OFFICE OF THE SECRETARY; ACCOMPANIED BY 
SIDNEY D. LARSON, DIRECTOR, DIVISION OF BUDGET AND 
FINANCE 


House ACTION 


Chairman Haypren. The increases granted to Government employees 
by the Congress total $25, 300,000, in round figures, for the Department 
of the Interior. 

Of this total the Department absorbed $12 million, requested sup- 
plemental appropriations totaling $11,500,000, and requested trans- 
fer authority for the balance of some $1,700,000. 

The House committee recommended, and the House approved, a 

neral 10-percent reduction in funds for these increased pay costs. 

he total reduction is $1,328,680, and the Department is asking this 
committee to restore $1,113,630 of this reduction. 

Inasmuch as every agency of the Department is concerned, I have 
asked Secretary Beasley to explain the situation to the committee 
on a departmental basis, rather than going into each appropriation. 

You may proceed, Mr. Secretary. 


GENERAL STATEMENT 


Mr. Brastey. It is a pleasure to appear before your committee to 
discuss the effects of the House action with regard to the funds re- 
quested in fiscal year 1959 to provide for the increases necessitated 
by the Pay Act of 1958. 

The requests for this purpose were included in two documents, 
House Document 58 and House Document 90. 

The total estimated cost of the pay increase for the program carried 
on under direct appropriations of the Department of the Interior is 
estimated, as you stated, to be $25,328,953. The amount absorbed 
prior to submission of the estimate to Congress totaled $12,038,653, 
and provisions for transfer of $1,706,000 from other accounts left a 
balance of $11,584,300 to be appropriated. 

The House, in acting on the second supplemental appropriation bill, 
1959, reduced:the various accounts in the aggregate of $1,328,680. 

In reviewing the effect of the House action, and taking into account 
the status of programs, we find it possible to absorb an additional 
amount of $215,050. Thus, restoration is being requested of 
$1,113,630. 


EFFECT OF REDUCTION 


The effect of the House reduction, if the funds requested are not 
restored, is varied depending upon the program involved. For the 
nee covering salaries and expenses the reduction will re- 
sult, in some instances, of furloughing employees or delay the filling 
of vacancies that are necessary to carry out the administrative func- 
tions, or cut other expenses, such as travel, below the minimum neces- 
sary to effectively carry out the functions of the offices involved. 


88932—59-——12 
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As examples, the Office of Oil and Gas will not be able to hire the 
necessary people to meet the requirements of the oil import program, 
which has now been made mandatory by Executive order. 

The Office of the Solicitor will be required to furlough a number 
of people, with the resultant curtailment of essential legal services, 

Like situations will occur in the general administrative expense 
items for some of the bureaus. 

A brief outline of the effect is shown in the remarks on the tabulation 
that I request to be made part of the record. 

Chairman Haypen. That tabulation will be included in the record, 

(The tabulation referred to follows :) 
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EFFECT ON REDUCTION ON PROGRAM ACTIVITIES 


Mr. Brastey. The effect of the reduction for the program activities 
will result in curtailing the employment of field forces, which nor. 
mally increases in the last quarter preparatory to carrying out the 
normal seasonal expension of our field activities. 

In the instance of Geological Survey, it is proposed that certain 
other expenses, and an aerial photographic contract be deferred in 
order to provide sufficient field forces for the increased seasonal work. 
load. 

It is more difficult to make adjustments this late in the fiscal year 
without having serious effect on the programs. The very nature of 
Interior’s operations is such that normal increases in workload will 
occur in the last part of any fiscal year and carry through the sum- 
mer and fall months of the succeeding fiscal year. 

A reduction in force is not economical since terminal leave must 
be paid in many instances, which further reduces the effectiveness of 
such procedure. 

Another serious effect is that beginning in the next fiscal year, a 
few short months away, it will be necessary to employ additional 
people to carry out the seasonal programs as approved by the House, 
This means that employees who have been trained to carry on their 
activities will be lost, which will undoubtedly require the training of 
new employees, thus delaying work and, at least temporarily, causing 
the work to be conducted in a less efficient manner. 

As the committee knows, the appropraitions for the Department 
were apportioned, pursuant to law, on a basis which indicated the 
necessity for a supplemental appropriation. Accordingly, obliga- 
tions have been incurred during the past 9 months at a rate consistent 
with the approved apportionments. To be faced with a reduction at 
this late date in the fiscal year would cause a serious imbalance in pro- 
grams for the last quarter of the year at a time when normal seasonal 
increases in workload occur. 

We are, of course, anxious to make any savings that are possible 
without seriously affecting the administration in carrying out its es- 
sential programs. We believe that the restorations requested are 
necessary to properly carry out the Department’s responsibilities. 

Mr. Chairman, in addition to what has been presented in the pre- 
pared statement, I wish to make several other comments. 

First, the seriousness of a reduction of approximately 10 percent in 
the supplemental estimates for pay increases is best illustrated by the 
effect of having to absorb such a reduction in the last 3 months of the 
fiscal year. 

SUPPLEMENTAL APPROPRIATIONS ANTICIPATED 


As I pointed out in the prepared statement, our programs have been 

eat in anticipation of supplemental appropriations as contem- 
plated by the Pay Act of 1958. A reduction of the 10 percent of total 
estimates required for the entire fiscal year is in reality a reduction 
of 40 percent in the amount required for the last 3 months of the fiscal 
year. 

It should also be understood that the reduction amounts to a re 
quired saving in personal services of about 4 percent in the last 3 
months. 
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Obviously, such a reduction cannot be made except at the cost of 
the programs involved. 

In many instances, a reduction in positions would be necessary to 
accomplish a saving of 4 percent in the total cost of all personal serv- 
jces during the last 3 months. 

It is impractical to effect a reduction in positions now filled because, 
as I pointed out in the prepared statement, to do so would entail the 
payment of terminal leave and this would add to the total number 
of positions that would have to be abolished. 

n addition, bumping rights will be involved, and it is doubtful that 
the rights of the employees can be protected in the short period of 
time available. 

The only other alternative remaining would be to furlough all or 
as many employees as would be necessary to bring about the savings 

uired. This would be inequitable to the employees for the reason 
that they would be denied the very salary increases which were in- 
tended by the Pay Act of 1959. 


EFFECT ON SEASONAL EMPLOYMENT 


In other instances we would have to forego the employment of 
seasonal employees essential to the work program for the remaining 
8months of the fiscal year. 

I cannot forecast accurately the consequences from our inability to 
employ reasonal employees. However, let me cite a few illustrations 
of the results if this becomes necessary. 

The Bureau of Land Management would be unable to act on several 
hundred applications for the lease of public lands and as much as 
$120,000 would be lost in revenues, far in excess of the saving in the 
reduction in pay act costs. 

It would mean that as much as 210,000 acres of grazing land would 
not be surveyed, thereby adversely affecting the interest of the stock- 
men using such lands. 

There would also be a reduction in the sale of timber from the 
public domain with an estimated loss of $65,000 in receipts, again 
an amount in excess of the pay act cost involved. 

The National Park Service would also experience a heavy loss in 
service to visitors to the park areas, such as seasonal interpretative 
personnel needed in May and June for the heavy influx of school 


ups. 

In addition, the inability to employ temporary rangers, naturalists, 
historians, and others, will result in many instances, in our inability 
to recruit at a later date because available applicants will have taken 
other summer jobs. 

It is estimated that as much as $140,000 admission fees would be lost 
through out inability to man entrance stations full time. 

Geological Survey would be required to defer aerial photography 
of 11,500 square miles, also to defer printing and reproduction of 
Beogical reports and the initiation of geological work on field 
Ocations. 

_ The Geological Survey would be required to reduce the number of 


eeotons of mines, wells, and leases on Federal lands and on Indian 
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The Bureau of Mines would be confronted with the necessity of 
reducing inspection of mines under its health and safety program. 

Mr. Chairman, I believe there illustrations are representative of 
the results of the reductions. I have not made references to other 
programs in the Department that would also be adversely affected by 
the absorption of additional pay act costs, but I shall be glad to 
respond to any questions that the members of the committee may have, 

hairman Haypen. To me the situation is very simple. The Con- 
gress provided adequate funds to carry out the various programs of 
the Department at what it considers to be the proper level. Then the 
Congress granted all employees a 10-percent raise in pay, and in effect 
told the Department to go ahead with the approved program, and we 
will provide the additional funds for the pay increases later. 

Now, if the funds requested by the Department are not provided 
there will have be a curtailment in many programs of the Department. 
As you pointed out such a curtailment in many activities will actually 
result in loss of revenue in excess of the funds requested. 

Of course, you are now at the time when you have to employ a 
number of seasonal employees for fire protection, park management, 
and other seasonal activities. 

As you have stated, the Department cannot carry out the programs 
that Congress provided for unless you have these additional 5 er 
needed to meet these increased pay costs. 

Mr. Beastry. That is correct, Mr. Chairman. 

Chairman Haypven. Are there any questions? 

If not, we thank you, gentlemen. 

Mr. Beastey. Thank you, Mr. Chairman. 


Bureau or LAND MANAGEMENT 


STATEMENT OF JAMES P. BEIRNE, ASSISTANT DIRECTOR, BUREAU 
OF LAND MANAGEMENT, ACCOMPANIED BY CHARLES P. MEAD, 
ASSISTANT DIRECTOR 


SUPPLEMENTAL ESTIMATE 


Chairman Haypen. We have just received a document from the 
Bureau of the Budget that includes a supplemental estimate of 
$100,000 for— 


Management of lands and resources, Bureau of Land Management: The 
funds requested are to be derived by transfer from the appropriation entitled 
“Office of Minerals Exploration.” 


The justifications will be included in the record at this point, and 
you may proceed, Mr. Beirne. 
(The justifications referred to follow :) 
BUREAU OF LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


(House hearings, pp. 675-680) 


I atemetinoes $23, 075, 000 
Supplemental estimate, 1959__._..__.________________-__-___-_-_- 3, 914, 000 
aati in i ts ithe bli 600 
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: (P. 21, line 17) 
Amendments requested : 

(1) Page 21, line 17, strike out “$3,682,600” and insert in lieu thereof “$3,887,- 
600”, an increase of $205,000 in the appropriation. 

(2) Page 21, line 17, after the amount, add the following: 
“ to be derived by transfer from the appropriation ‘Salaries and Ezpenses,’ 
Ofice of Minerals Exploration, fiscal year 1959” 


HOUSE REPORT 


The amount of $100,000 requested for addition to the bill was not considered 
by the House. 

In its consideration of the $3,814,000 contained-in the House Document 58, 
the House report stated as follows: 

“The $3,682,600 recommended for the Bureau of Land Management includes 
the full increase of $2,500,000 for firefighting costs on public domain lands in 
the Western States and Alaska. The $1,182,600 balance for Pay Act costs has 
been reduced by $131,400.” 


JUSTIFICATION 


Explanation of amendment.—(1) The amendment adds $100,000 which was 
requested in Senate document and restores $105,000 of the $131,400 reduction for 
pay costs made by the House. This amount is distributed by activities cs 
follows : 





| 
Appropria- |Supplemental| House Restoration 


Activity tion, 1959 estimate, allowance and addi- 


1959 tional request 





1, Lease and disposal of land and mineral re- 


a caine $6, 279, 400 $459, 700 $413, 700 $34, 600 
2 Management of grazing lands _...........-- 2, 413, 500 187, 600 168, 800 18, 800 
i il i i eR as 5, 154, 000 362, 100 235, 900 126, 200 
PEE GUNVOUO~ «nn cndsccccackasscdecne= 2. 367, 500 145, 500 Wyo O00" } 2 oc2265.-5 
§. Soi] and moisture conservation---__.......-.- 3, 717, 700 116, 300 104, 700 11, 600 
SEINE. icncuaunpascocapeapebensess 400, 000 2, 500, 000 By PE ps errs 
7. Maintenance of physical facilities _........- PT i adhcand nash cbokionnilds abdln.<addbas chien 
8, Maintenance of access roads-_-..........---- 250. 000 4, 000 Ea ee 
NINO bo ior cin enaattavisendioedckion 1, 059, 000 21, 100 19, 000 2, 100 
10. General administration.................-..- 1, 383, 900 117, 700 106, 000 11, 700 

Bh cd dnmebidgldadadochndendaagideas 23, 075, 000 8, 914, 000 3, 682, 600 205, 000 


A breakdown of the requested amendment by objects of expenditure follows: 


STONED” GOO WN ha ooo da oo itch est ch bn kag odes hg ces a edichen dices $128, 200 
ON ad ais it ae Sel el bt edna padiesoeMet beads 9, 000 
ee ‘Comtractun: G@GnrviceG. . 2 gn eke 5, 000 
I © ne ia eas 5, 000 
a oT okra aennseraienioneneammaaee 50, 000 
11 Grants, subsidies, and contributions____...__._..._....-._..-.____- 7, 800 

Neen ene en ca eee 205, 000 


Additional amount for forestry, O. & C. lands, $100,000 


The 1960 estimate for this item forecast timber sales offerings of 837 million 
board feet. The compilation of forest inventory data recently completed shows 
a total of 1 billion board feet that can be offered for sale in 1960 an increase of 
163 million board feet over the amount stated in the 1960 estimate. 

The purpose of this request for an additional amount of $100,000 for 1959 is 
to permit the Bureau to recruit the additional staff and acquire the necessary 
equipment before the end of the fiscal year so that no time will be lost in getting 
the enlarged program underway in 1960. Fifty foresters and forestry aids will 


_ be needed. 


Restoration for pay increases, $105,000 


The House allowed $1,182,600 for costs of pay increases under Public Law 
, a reduction of $131,400 from the estimate. The Bureau can absorb 
$26,400 of this amount without seriously damaging programs but the balance 
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of $105,000 should be restored to prevent drastic curtailment of essential traye] 
and hiring of seasonal employees so necessary to fieldwork. 

The fieldwork of the Bureau is seasonal in nature and is resumed with the 
advent of spring. Field examinations required for land and mineral applica. 
tions are started in areas closed during the winter. Forest inventory and timber 
sales are underway again and cadastral survey parties take to the field. Prepa- 
rations are made for livestock to enter the range lands and the soil and moisture 


and weed control work is pushed while there is a high moisture content in the 
soil. 


The work of the Bureau has proceeded throughout the year on the basis of 
the full program approved by the Congress. A reduction of $105,000 at the last 
quarter of the year cannot he absorbed without seriously disturbing going work 
and without detriment to the 1960 program. 


Egplanation of amendment.—(2) This amendment provides for the insertion 
of language which would transfer the amount requested as indicated in the ex. 
planation of amendment (1) from the appropriation “Salaries and expenses, 
Office of Minerals Exploration,” fiscal year 1959. 

Mr. Berrne. Thank you, Mr. Chairman. 

It is a pleasure to appear before this committee to explain our re- 
quest for $100,000 for forestry activities on Oregon and California 
grant lands, and $1 million for road construction on these lands. 

Restoration of funds for pay increases has been discussed by the 
Administrative Assistant Secretary. 


FORESTRY 0. & C. LANDS 


The request of $100,000 is for recruiting a staff to offer 1 billion 
board feet of timber in fiscal year 1960. Forestry inventory data was 
not expected to be completed until fiscal year 1960. However, eco- 
nomic conditions, with considerable unemployment in the O. & C. area 
indicated a need to accelerate the inventory which has just been com- 
pleted. It indicates an allowable cut of 874.2 million board feet and 
with 125.8 million board feet not chargeable to the allowable cut, we 
can offer 1 billion board feet during the next fiscal year. 

The additional funds requested will be used to tool up so we can 
move forward in 1960 on our enlarged sales program without delay. 

It is planned to recruit 50 additional foresters and forestry aids and 
purchase some necessary equipment this fiscal year. Otherwise a 
good part of the 1960 field season will be lost before effective work 
can begin. 

The additional stumpage we propose to offer will return $4,750,000 
in receipts in 1960, of which $1,187,500 will be net to the Treasury. 
This item has not been considered by the House. 


CONSTRUCTION 


Chairman Haypen. Included in the document received today is a 
supplemental estimate of $1 million for “Construction, Bureau of Land 
Management.” 


These funds are for the construction of additional roads on the 


O. & C. lands. 
The justifications will be included in the record. 
(The justifications referred to follow :) 
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BUREAU OF LAND MANAGEMENT 


CONSTRUCTION 

PEEEREIOD, 10D Rn reser ceninwetin state peenene $4, 685, 000 
OR DI intimin ensamnseyannpayendinareeiee sine 1, 000, 000 
I aa is cts aspera neces meron en casisteemnineen iinmns: ©, Shc Oilman 
EE "IONS «ind acenitinng tesco siinicoerniis ac vepeene oiamerenn terminate 1, 000, 000 


(P. 21, after line 17) 


Amendment requested : 
Page 21, after line 17, insert the following: 


** “CONSTRUCTION’ 


“Por an additional amount for ‘Construction,’ $1,000,000, to remain available 
until erpended.” 
The amount requested for addition to the bill was not considered by the House. 


JUSTIFICATION 


The proposed addition to the bill is distributed to the following activities: 





Appropria- |Supplemental House Additional 











Activity tion, 1959 estimate, allowance request 
1959 
A TORGG oiict nd) stn scchinnanpcgegeces--| $4, 3BK000 $1,000,000 j---..-.--- wipe $1, 000, 000 
aces ios jot tna aan ri a alae PIES ieindimics comin banana mcrae hi eibeendien savin 
3, Recreational facilities.............---.--.---- BON fates bce oll EE Sot Sh, 
ath iimitcnshichaeaennenetepmakaed 4, 685, 000 Le WN tas soode>cSae 1, 000, 000 





Access roads, O. & C. lands 


An additional amount of $1 million is requested for fiscal year 1959 to accelerate 
the O. & C. road program in the O. & C. area of western Oregon. Increased sales 
of timber so far this year and a continued demand at increased prices over the 
past 2 years indicates an increase over our previous estimate in O. & C. receipts by 
$4 million. This increase of receipts will yield $1 million for road construction 
if appropriated by Congress. Otherwise the amount will be paid to the O. & C. 
counties. 

The increased activity in timber sales on O. & C. lands for which additional 
funds have been requested in both 1959 and 1960 will require an acceleration of 
the roadbuilding program in order to keep accessibility in advance of timber sale 
offers. 

The request for additional funds was not considered by the House in connection 
with our second supplemental appropriation request for fiscal year 1959 because 
the Bureau could not at that time forecast this anticipated increase in receipts. 

The following projects will be added to the program: 


1, West Fork Evans Creek, surfacing..._...___-.-_ =__.-._____-_.__ 250, 000 
I I tet ies 225, 000 
Nene TTT TT eee een e ee eee eens 100, 000 
In, “TRACI. » COUR See 325, 000 
Total, Bureau of Land Management lands_____----___-_____-__ 900, 000 
Forest Service lands, extend Powers Agness Road____--____-___ 100, 000 
Total, Bureau of Land Management and Forest Service_______-_ 1, 000, 000 


CONSTRUCTION 


Mr. Berrne. As the committee knows, funds for construction of ac- 
cess roads on O. & C. lands are derived from the counties’ shares of 
timber sales receipts from those lands. 
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Because of the increased demand for timber from Federal lands— 
so far this fiscal year every sale offering we have made has been taken— 
and an increase in bid prices, we now estimate receipts this year from 
O. & C. lands will be increased by $4 million. 

This additional amount will make $1 million available for road 
construction—without additional cost to the Federal Government, 

Access to the timber should be developed ahead of the sales offer. 
ings to make the accelerated sales program most effective. 

The million dollars will have to be paid to the counties unless it js 
made available for road construction. This request also has not been 
considered by the House. 


Chairman Haypen. The committee has always taken the position | 


that such action as this would not be taken unless the O. & C. counties 
requested it. Have they done so with respect to this supplemental 
request ? 

Mr. Berrne. Yes they have. 

Chairman Haypen. The reason for this is that if this money is not 
appropriated for the construction of roads the funds would be paid to 
the counties under the provisions of the O. & C. Act. 

Mr. Berrne. That is correct. 

Chairman Haypen. Of course the development of a better road sys- 
tem will result in greater timber sales which means a greater return 
for both the counties and the Federal Government. 

Mr. Betrne. Yes, sir. 

Chairman Haypen. Thank you. 

Mr. Berrne. Thank you, Mr. Chairman. 


Bureau or INDIAN AFFAIRS 


STATEMENT OF FRED H. MASSEY, ASSISTANT COMMISSIONER, 
BUREAU OF INDIAN AFFAIRS 


Funps FoR Roap CONSTRUCTION 


Chairman Haypen. Now we will hear from the Bureau of Indian 
Affairs. 

Road construction and maintenance—liquidation of contract au- 
thorization. 

The House disallowed the estimate of $1 million for the liquidation 
of contract authority for the construction of Indian roads. 

These funds are requested to liquidate contracts authorized by Pub- 
lic Law 85-740, which authorized $20 million for the construction and 
improvement of Routes 1 and 3 on the Navajo and Hopi Reservations. 

The justifications and a copy of the authorizing act will be in- 
cluded in the record. 

(The material referred to follows :) 
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Public Law 85-740 
85th Congress, 8S. 3468 
August 23, 1958 


AN ACT To provide for the construction and improvement of certain roads on the Navajo 
and Hopi Indian Reservations. 


Be it enacted by the Senate and House of Representatives of the United 
states of America in Congress assembled, That the first section of the Act 
entitled “An Act to promote the rehabilitation of the Navajo and Hopi Tribes 
of Indians and a better utilization of the resources of the Navajo and Hopi 
Indian Reservations, and for other purposes,” approved April 19, 1950 (64 Stat. 
44), is amended (1) by striking out “88,570,000” and inserting in lieu thereof 
"408,570,000" ; (2) by amending. clause (7) of such section to read as follows: 
“(7) Roads and trails, $40,000,000; of which not less than $20,000,000 shall be 
(A) available for contract authority for such construction and improvement 
of the roads designated as route 1 and route 3 on the Navajo and Hopi Indian 
Reservations as may be necessary to bring the portion of such roads located 
in any State up to at least the secondary road standards in effect in such 
State, and (B) in addition to any amounts expended on such roads under the 
$20,000,000 authorization provided under this clause prior to amendment.”: 
Provided, That such contract authority and such appropriations authorized 
by this amendment shall be in addition to sums apportioned to Indian reser- 
yations or to the State of Arizona under the Federal Highway Act, as amended 
and supplemented (70 Stat. 374). 

Approved August 23, 1958. 


DEPARTMENT OF THE INTERIOR 
BuREAU OF INDIAN AFFAIRS 
House Document 58 


Road construction and maintenance (liquidation of contract authorization), 
Bureau of Indian Affairs, 1959 


IES ED MEI os. ccasientaiensh linailitadaeesahiin@hemieninminmecerttenentee $12, 000, 000 
ae a ee enianimeineion 0 
i I censenebadenmnincs Ganstantpeygatinih 8, 438, 503 
EES COREE COD nn. cntncomngunnnepngtesepeteonturentien 14, 600, 000 
Request (to remain available until expended) -......-_-___--_-__ 1, 000, 000 
Employment : 
Average number, current appropriation_.................--- 864 
nner Salen wOGh | Crier GCN TO ene 864 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is required to liquidate contracts 
entered into pursuant to the authority contained in the act of August 23, 1958 
(72 Stat. 834). The amount requested will be needed to finance construction 
of Routes 1 and 3 on the Navajo-Hopi Reservation for fiscal year 1959. 

The obligations incurred and the proposed cost to provide for liquidation 
mder this authorization are set forth in the following tabulation: 


Navazo-Hort Roap CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION) 
1959 program 


Appropriation (proposed) : 
Navajo-Hopi road construction (liquidation of contract author- 


cg eed $1, 000,000 
Proposed cash available for liquidation of contract authoriza- 

a I a satan 1, 000, 000 
I et 8, 000, 000 


i seins aia exedesenehdg ack 2, 000, 000 
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ROUTE 1 


Navajo Route 1 extends 197.44 miles from Arizona State Highway U.S, % 
near Cameron, Ariz., northeasterly via Tuba City, Ariz., Kayenta, Ariz., the 
four corners of Colorado, Utah, New Mexico, and Arizona to New Mexico State 
Highway U.S. 666 near Shiprock, N. Mex. 

Part of Route 1, 11.5 miles from U.S. 89 to Tuba City, has been improveg 
with a low-type bituminous surface. This section will require shoulder constrye. 
tion and a high-type bituminous surface. The eastern part of the route, 21,94 
miles from the Arizona-New Mexico State line to U.S. 666 near Shiprock, 
has been improved to near State highway standards. This section has a high. 
type bituminous surface but requires shoulder construction and the replacement 
of two timber bridges. 

The remaining 164.1 miles is low standard or unimproved road and traij, 
Complete new construction is required to improve this road to secondary State 
highway standards which are required to serve the character and volume of 
traffic which engineering studies have established that this road must carry, 

The total estimated cost of the improvements required to improve Route 1 to 
Arizona State secondary standards is $14,364,000. The detailed estimate jg 
shown in table I. The 1959 program will provide for contracting or otherwige 
obligating $1,865,000 for this route. The 1960 estimate provides $3,926,000 for 
this route, leaving a balance to complete of $8,573,000. 


ROUTE 3 


Route 3 extends easterly 170.131 miles from Tuba City, Ariz., via Keams 
Canyons, Ariz.; Ganado, Ariz.; and Window Rock, Ariz., to New Mexico State 
Highway U.S. 666 north of Gallup, N. Mex. 

The 15.931 miles of this route between the Arizona-New Mexico State line and 
U.S. 666 north af Gallup has been improved to State highway standards for 
the grading and base course; only a high-type asphalt pavement is required 
to complete this section. The remaining 154.2 miles have been graded to a 
county trunk standard 24-foot road. All except 28.7 miles have bituminous 
surfacing. Except for plant-mixed asphait mat on the section from Ganado 
19.5 miles east, the bituminous surface is low type. 

The work required on Route 3 is widening the roadbed and base course and 
constructing a 26-foot, high-type asphalt pavement. Four old wooden bridges 
must be replaced with steel and concrete structures, and some grading for 
alinement and grade changes in bad spots is required. 

A detailed estimate of the work and the cost on Route 3 is shown in table II. 

The total estimated cost of Route 3 improvements is $5,636,000. Projects 
under Navajo jurisdiction are estimated to cost $3,336,000. Projects under Hopi 
jurisdiction are estimated to cost $2,300,000. 

The 1959 program will provide for contracting or otherwise obligating $1,135, 
000 for Route 3. The 1960 estimate provide $1,074,000 for this route, leaving 
a balance to complete of $3,427,000. 
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Public Law 85-470, 1959 program, Route 1 and Route 3, Navajo-Hopi roads 


(Thousands of dollars] 
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Bridges Grading Surfacing ey and 
| lan 
1959 program Total : 
Feet |Amount | Miles| Amount |Miles| Amount |Miles Amount 
| | 
————— | ———SS}S}S| ———————— | ————  —emhiaibaiccnanieaia 
yajo Re-ervation Route 3: | 
- Be nenito Wash to coal 
NN itincercierwie WE io sncpettccececen 28. 7 $100 | 28.7 it Fe 
Surveys and plans...---...- OO te nease incnenwaubincesalscesseces Sey coal Sownchacal eee $50 
Navajo total_............- BR ete ceeie acon wane 28.7 100 | 28.7 | 915 | 24.0 0 
Hopi Revervation Route 3: i, | | Cal cone 
Surveys and plans..-..-....- PE endee ecient nelantawslencnacsan |------|--------- 23.0 70 
Hopi total Racal ae 70 
Total 1959 Route 3 pro- | rt > Nees 
acd nintteoo cane BSR 28.7 100 | 28.7 915 | 47.0 120 
Navajo Reservation Route 1: | a ' | E 
State line to U.S. 666_______- 180 | 350 OP eo aie ote toca eo eo ee Se 
Tuba City-Middle Mesa__-- BP Ach tal neha 13. 0 312 | 13.0 NO Ro acieteceie 
State line west 5.5 miles____- Me cane Pe me amas 5.5 300 5.5 7. r= res | 
Surveys and plans-_---.----- Pea foeccennctanecxspnensowcsulanaiem none aes 0 350 
Total 1959 Route 1 pro- | 
ead st aiee 1,865 | 350 | 180 | 18.5 612 | 18.5 723 |100.0 350 
Total program........---- 3,000 | 350 180 | 47.2 | 712 | 47.2 | 1,638 |147.0 470 
{ | 
Tar_E I.—Road construction Route 1 project, budget classification, breakdown 
[Thousands of dollars] 
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OR 
a boas 
SNR Rcd 
wee Ps os 
240 bo Aa c 
Loree hianniens 
RARE clersatine 
DB Acc nabiecince 
SS... 
Whites 
aie 197.4 $757 
7, 585 |197. 4 787 

sha ceeaeanateidal $1, 865, 000 
-. 3,926. 000 

8, 573, 000 


Bridges Grading and 
draining 
Project 
Feet | Amount} Miles} Amount} Miles 
Ba eenway 8, Tuba City. ..-...2..-]......]-.......- 11.5 $115 | 11.5 
Tuba City to Middle Mesa -__._------ Seen eaun teeta 13.0 312 | 13.0 
Middle Mesa, Cowsprings coal mine----|....__]--.-_._-- 27.1 650 | 27.1 
Cowsprings coal mine to Long House 
Valle Falla estate sreablicas aueet At live Gitte 40h oP eaeal Gave Ne onsets 10.0 240 | 10.0 
Long House Valley to Kayenta_______-.- jcendaciawen« 27.0 941 7.0 
Church Pock Wash Bridge.........-._-- 150 We ha She fe. Sad 
i rai anacnnn apa soldnmdalal =i teks at 24.0 820 | 24.0 
Laguna Creek Bridge _.._._-....------ 250 150 ns ew rt 
en. cocccsena iacancnlanaesenare 24.0 950 | 24.0 
ION MEERGMD PULL... wnancccadlapcnealeedsccese 26.0 858 | 26.0 
Bob Martin Hill, Arizona to New 
I ee 13.0 716 | 13.0 
State line to U.S. 666 near Shiprock_-.._- 350 0612. UR 21.8 
Teen es cnn iaiabind fekien sone [aconesloanwabnbubeseaes 
inanimate eraamae 750 420 |175.6 5, 602 |197.4 
I rah idiciheidbgntaeneidl 
I ce ele aoet 
nt er Cement - 3) Sols Gack dunktonue detiintoGaunonsénnkbabveadguiuns echo 
SE UO is hs eta een eneeneebaseeanawsnnieaaeneie 





Surveys 


Amount} Miles} Amount 
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Taste II.—Road construction Route 3 project—budget classification—breakdown 












































[Thousands of dollars] 
Bridges Grading and Surfacing Surveys 
drain:ng 
Project Total ae, 
Feet |Amount séieel Amount Miles} Amount) Miles] Amount 
pire Rn — Me i 8 Bd 
U.8. 7 to New Mexico State 

i. . hate il aeinies nil kdb ab osienacnloaacnnitireespee 15.9 OG)... Fee 
New Mexieo State line to top os 

a cahesionime a acs 9.7 WOO) ...2 nae 
ee eee ee Loic 
Top of mountain to Ganado ---_-j|__-.---_|_...-_|.--- Saitececkibabaawtes 19.5 300): SIs 
Ganado through Steamboat . 

I i in heels badennadalbansestbevnnsens 22.1 O70)... 292. Je 
Steamboat Canyon to Hol- 

Neen ee eT ee nee eee Lal berminnal ooretelbamecames 13. 6 SIF an eee 
ele een Tey a Eee ; TNs echo owsecacctew ces aan 
Dennebito Wash to coal mine...|_....---|..----|.-------- ; 100} 28.7 OS) ak eee 
I te Bec cenl iahcteloancunscelencmnelsanenanns 11.5 we... 
Surveys and plans.._.__......._|_-- Jos ets wcanccg Sl nine eee Sanne Rinbeasaeale Scag dees <s soc Ae $210 

Navajo total__...........- 170} 121.0 2, 776) 121.0) 210 
I ts eka eR a ul wasecubommurane sR. ce 
Holbrook Junction to Keams 

Se Se ORS a a pean ; 142} 8.2 197 1a 

Keams Canyon, Toreva-.--_---- : diie bah aapnteet siadiaiaks bens y 100} 21.5 572 Mm Be 
Toreva, Dennebito wash_._.....|-...----]...---].-...--- 379) 19.4 458 hae 
a | ls cle eel camend a ease iecains Acie 
PE VOTS GG GEOTIB. bn 6 wi stn ofan snes fecsennls poli a jaie cu oehdamarl 49.1 152 

ets totel.--. 2-252 621; 49.1 1,227; 49.1 152 

et int spadlinlinaie 791| 170.1] 4,003 170.1 362 
id eee 2 inaniewmineneih ab ninetmaliisn when Souamehiemes weutiiie $1. 135, 000 
rr .  accuutsnasngatabisncuniicabcdantudsuamennncmiananseacnecewel 1, 074, 000 
I I 6 i cen enchicawsbebnn nmap ntehenandssenancosnncmseseannasaenacene 3, 427, 000 

Ne ce aeaeitebedelaninaisbandnideoveabckethccncnmapapeaiowmiun 5, 636, 000 


BUREAU OF INDIAN AFFAIRS 
ROAD CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT AUTHORIZATION) 
(House hearings, pp. 680-684) 


i 6 leak sd en ecieatdh kckdista dotnetter enencaoecten sear ee $12, 000, 000 
UIE i ah sd cs nearer ection wes eigenen phayiem 1, 000, 000 
rr Un a he oben gp rmwmnbminensenbbenenl None 
i a let ads Savin aiew me rvtinepisvesecngoes 1, 000, 000 


(P. 21, after line 18) 
Amendment requested : 
Page 21, after line 18, insert the following: 


““ROAD CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT AUTHOBIZATION) 


“For an additional amount for “Road Construction and Maintenance (liquida- 
tion of contract authorization)”, for liquidation of obligations incurred pursuant 
to the Act of August 23, 1958 (72 Stat. 834), $1,000,000, to remain available wntil 
expended.” 

HOUSE REPORT 


“The budget estimate of $1 million for the Bureau of Indian Affairs to liquidate 
contract authorization for road construction and maintenance is denied. Based 
on latest information available, the Bureau had committed only $50,000 for 
planning and did not anticipate any obligations for construction until March. 
It would appear that these funds are not needed at this time and any request 
should be submitted for consideration in connection with the 1960 budget 
program.” 
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JUSTIFICATION 


This amendment restores the reduction of the $1 million estimate made by 
the House and is distributed to activities as follows: 
— | 





Appropria- |Supplemental} House Restoration 
Activity tion, 1959 estimate, allowance, | requested 
1959 1958 
——————— i ie e a 
1, Road maintenance- - ----------------------- I cs een coud See earn oS 
9, Federal-aid highway roads- --.-----.------- RMN Bon orice Poon ws cae caaee cae 
3, Navajo-Hopi roads. .--.---------------------]-------------- $1, 000, 000 }.------.--- ..$1, 000; 080 


A breakdown of the restoration request by objects of expenditure follows? 
I SU sas cicttin cence tnietnin erin tnliorgeninciatnrtpepcneemavalmnenenees $1, 000, 000 


This amendment requests an appropriation of $1 million to liquidate obliga- 
tions incurred or to be incurred under contract authority made available by the 
act of August 23, 1958 (72 Stat. 834), for the construction of Routes 1 and 3 
on the Navajo-Hopi Reservations. 

The act of August 23, 1958 (72 Stat. 834), provided a total of $20 million of 
contract authority for the construction of Routes 1 and 3 on the Navajo-Hopi 
Reservations. This act amends the Navajo-Hopi Rehabilitation Act by increas- 
ing from $20 million to $40 million the amounts that may be used for roads and 
trails. The act provides further that such contract authority and such appro- 
priations authorized for liquidation shall be in addition to sums apportioned to 
Indian reservations or to the State of Arizona under the Federal-Aid Highway 
Act as amended and supplemented (70 Stat. 374). 

The House disallowed the supplemental estimate for an appropriation of $1 
million to liquidate obligations incurred or to be incurred under the contract au- 
thority made available by the act of August 238, 1958 (72 Stat. 834), for the con- 
struction of Routes 1 and 3 on the Navajo-Hopi Reservations. This action will 
not allow the Bureau to carry out a proposed road construction program on these 
routes for fiscal year 1959. 

The road construction program which the Bureau proposes to carry out in 
fiscal year 1959 provides for contracting or otherwise obligating $1,865,000 for 
Route 1 and $1,135,000 for Route 3. The need for this program to start imme- 
diately arises from (1) development of the resources on the reservations which 
has increased the volume of traffic on Routes 1 and 3; (2) the opening of the 
Four Corners oil fields has placed a large demand upon Route 1 as it serves the 
area; (3) these two routes serve the greater part of the two reservations. They 
are of great importance to mail and supply routes, school bus routes and cross 
reservation traffic ; and they will assist thé economic development of the Navajo 
and Hopi Indians. 

In its disallowance of the estimate the House Committee on Appropriations 
indicated in the report which accompanied the bill that funds would not be 
needed at this time inasmuch as obligations for construction would not be in- 
curred until March. 

The program for fiscal year 1959 provides for obligations in the amount of 
$3 million to be incurred under the contract authority provided by the act of 
August 23, 1958. These obligations would be incurred during the period March 
through June for engineering plans and construction on parts of both Routes 
land 3. It has been necessary to defer such obligations until this time since a 
cash appropriation has not been made by the Congress to meet earnings as they 
accrue under these obligations. To have incurred such obligations early in this 
fiseal year—even though the contract authority was and is so available—would 
have placed the Government in an untenable position of not having funds avail- 
able to pay bills as they come due. 

The $1 million requested herein will provide sufficient cash to meet earnings 
under the $3 million obligational program. The Bureau took steps to solicit bids 
on parts of the program at the time the supplemental estimate was submitted 
to the Congress in House Document 58. Award of contracts will be withheld 
until such time as an appropriation to meet earnings is assured. 


88932—59——13 
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Unless the $1 million liquidation cash is appropriated it will not be possible 
to initiate work on Routes 1 and 3 until the very end of the fiscal year to insure 
that bills do not fall due in advance of cash for their payment. In this instanee 
funds to be appropriated under the Department of the Interior and Related 
Agencies Appropriation Act, 1960, would be used. Such action will materially 
slow down the completion date on these roads since much good weather time 
would be lost during which actual construction could be accomplished. 


GENERAL STATEMENT 


Chairman Haypen. Mr. Massey, you may proceed with your 
statement. 

Mr. Massey. Mr. Chairman and members of the committee, I ap. 
preciate the opportunity. to present to you supplemental fund require- 
ments for fiscal year 1959 to enable the Bureau of Indian Affairs to 
initiate construction of Routes 1 and 3 on the Navajo-Hopi Reserva- 
tions. 

The supplemental estimate includes a request for an appropriation 
of $1 million to liquidate obligations incurred or to be incurred under 
contract authority made available by the act of August 23, 1958—72 
Stat. 884—for the constructign of Routes 1 and 3 on the Navajo-Hopi 
Reservations. This act makes $20 million of contract authority avail- 
able for construction of Routes 1 and 3 to secondary road standards, 

The Bureau of Indian Affairs proposes an obligation program 
of $3 million for 1959 on these routes, for which a $1 million cash 
appropriation would be needed to meet contractors’ earnings and 
other costs. 

SECONDARY ROAD STANDARDS 


Chairman Haypen. Am I correct in this assumption, if these roads 
are not built to secondary road standards, the State of Arizona 
will not take them over and maintain them after they are built? 

Mr. Massey. That is correct, sir. 

Chairman Haypven. If they are built to secondary road standards, 
then the State will perform that service ¢ 

Mr. Massey. Yes, sir. In recent years there has been a significant 
increase in uranium mining, oil and gas development, and other eco- 
nomic development. This has changed the traffic pattern where sec- 
ondary standard roads are required for the area. These routes are also 
subject to heavy traffic of an interstate and intrastate nature. 

The Bureau is presently soliciting bids for engineering planning 
work and for construction of portions of both routes. If this work is 
to get underway as planned for this fiscal year, it will be necessary 
that a cash appropriation of $1 million be made in order that we may 
meet payments on bills as they come due. 

Action by the House Committee on Appropriations on the estimate 
for these roads would deny an appropriation for 1959 for the liquida- 
tion of contract authority proposed for obligation this fiscal year. 

In the absence of an appropriation available to meet cash payments 
as they come due, it would be necessary that work on routes 1 and 3 
be deferred until such time as cash funds were assured to meet eurn- 
ings for obligations incurred under the contract authority. 
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OBLIGATIONS TO CONTRACTORS 


Chairman Haypen. At this late date would you need all of the 
million dollars to meet the earnings of the contractors ? 

Mr. Massey. Mr. Chairman, part of that would depend, of course, 
on the speed in which we get action on this estimate and partly on the 
weather. ; 

I might add that since the statement was prepared we have adver- 
tised for bids for part of the construction work on 28.7 miles of 
rozds and the low bid received was in. excess of $660,000. 

Now, we have 30 days in which to determine whether we may award 
the low bid or reject it. 


FUNDS FOR NAVAJO-HOPI ROADS 


Chairman Haypen. The budget for the fiscal year 1960 includes 
$14,800,000 for this purpose.- The House allowed the $12 million. 
How much of the budget estimate is for the Navajo-Hopi roads? 

Mr. Massey. $5 million of the estimate, Senator. 

Chairman Haypen. For the current year $12 million was appro- 
priated for the Indian road program. I understand that about $5 
million of this sum has not been expended. Could any of these funds 
be used to get the Navajo-Hopi road program started ? 

Mr. Massey. Mr. Chairman, we are now at the point in the fiscal 
year where we are watching our regular program very closely to pre- 
vent obligations in excess of the cash that we will need to liquidate 
the earnings under our regular road a We would not have 
cash from the regular Federal road bill to adjust to the Navajo-Hopi 
routes. 

Chairman Hayven. If no funds are made available until July 1, 
what will be the effect on the Navajo-Hopi road program? Would 
you answer that by saying that you could not do anything at all? 

Mr. Massey. We would not be able to award contracts on routes 1 
and 3 because we would not be able to meet the contract payments as 
they are earned. We would have to wait until we were assured that 
we would have the cash to pay the bills. 


CONTRACT SITUATION 


Senator ELLeNvER. How much of the $20 million have you already 
contracted for ? 

_Mr. Massey. We have not entered into contracts. We have only ad- 
vertised for bids on this one route. We have received the bids. 

As soon as we are sure we have cash to meet the earnings that con- 
tract in the amount to more than $660,000 could be awarded. 

In addition, we have two other contracts that we will bid as soon as 
Weare assured we can meet the payments. 

Senator Extenver. Is the contract authority left in your hands to 
contract for as much of the $20 million per year as you desire? 

Mr. Massey. That is so within the apportionment approved by the 
Bureau of the Budget, but we could get ahead and enter into contracts. 
We have that authority. 

_ Senator Evtenver. This million dollars you are requesting you say 
isto pay for work now under contract. 
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Mr. Massey. No, sir; we have planned a $3 million obligational pro. 
gram on those two routes for this fiscal year. We are asking for $1 
million to have the cash to pay toward the earnings of that $3 million 
obligation. 

Senator ELtenper. When will the payments start? 

Mr. Massey. They will start as soon as we award the contract. 

On this first job, the $660,000 program, it is the black-top job, and 
it is very possible, weather permitting, that that job would be accom- 
plished during this fiscal year if we have the funds. 

Senator ELLenver. That is $660,000? 

Mr. Massey. Yes, sir. 


Senator ELtenper. So that if the committee would provide you those 
funds you could get by with the contracts you now have in contempla- 
tion? 

Mr. Massey. We could of that one, sir. However, we would have to 
hold up and not bid the other projects on the routes. 

Chairman Haypen. Are there any further questions? 

If not, we thank you. 

Mr. Massey. Thank you, Mr. Chairman. 


SUPPORT FOR NAVAJO-HOPI ROAD PROGRAM 


Chairman Hayven. A statement by Senator Anderson in support 


of funds for the Navajo-Hopi road program will be included in the 
record at this time, 


(The statement referred to follows :) 


STATEMENT OF SENATOR ANDERSON IN BEHALF OF APPROPRIATIONS FOR NAVAJO-Hop! 
RoaD PROGRAM 


Mr. Chairman, the Bureau of Indian Affairs has presented to this committee 
an eloquent appeal for the appropriation of sufficient funds for fiscal year 1960 
to permit an efficient and orderly highway construction and improvement pro- 
gram on the Navajo and Hopi Indian Reservations. 

Most of the money requested for this purpose must come, as in the past, from 
the Federal highway-aid program. I am not prepared nor do I expect to attempt 
to evaluate the wisdom of the Bureau’s requests for the overall Indian road 
construction program. 

However, I have an intimate knowledge of the needs of the Navajo and Hopi 
Tribes. As my colleagues well know, I am chairman of the special Navajo-Hopi 
Rehabilitation Committee and an author of the legislation which established 
the long-range rehabilitation program for those tribes. In addition, I am one 
of the authors of an amendment to the Navajo-Hopi Rehabilitation Act to mod- 
ernize two of the most important reservation highways. 

That the 85th Congress approved this highway amendment is adequate proof 
that Congress at that time recognized the economic and social benefits contingent 
upon the improvement of these two traffic arteries, specifically Reservation 
Routes 1 and 3. 

The amendment passed last year earmarked $20 million for the improvement 
of Routes 1 and 8 and that $20 million was to be spent in addition to any sums 
ordinarily available through the Federal highway-aid program. 

In short, Congress not only recognized a need but provided the means for 
meeting it. 

Events since that day have followed contradictory paths, possibly because the 
complexity of the situation sometimes leads to misunderstanding. 

Responding to authority granted by the amendment, the President requested 
of Congress an appropriation of $5 million for fiscal 1960 highway work, and 
$1 million in a supplemental bill to carry the program through June 30 of this 
calendar year and thus provide for current obligations. 
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Figures justifying the President’s requests already have been presented to this 
committee. Opportunity for such justification did not arise when this matter 
was pending before the House Appropriations Committee. 

Hence, responsibility for the program now rests almost entirely upon the 
Senate committee. 

The House committee did not accept the President’s recommendations and 
cut the overall 1960 appropriation for Navajo and Hopi roads to $2.4 million. 
The _. — denied the $1 million requested in the supplemental appro- 

riation bill. 
° The effect of these cuts is to undo the work of the 85th Congress. I do not 
believe the House committee intended this to happen. 

There are other adverse effects which stem from the House action. The 
Bureau of Indian Affairs provided me with answers to a number of questions 
I posed on this subject. I was advised that the House in its action on the 
supplemental estimate for fiscal year 1959 did not include the $1 million appro- 
priation to meet contractor earnings in that fiscal year. Unless the $1 million 
eash appropriation is restored by the Senate, the Bureau may not be able to 
award any contracts until toward the end of the fiscal year because it would 
have no cash to meet earnings under such contracts. Anticipating favorable 
action by the Congress on the 1959 supplemental, the Bureau advertised 28.7 
miles of road on Route 8. Bids were opened last week and disclosed a low bid 
of $663,000. This is considered to be a very good bid as the Bureau estimate was 
$905,000. There can be no award of this contract until funds are made available. 

The President’s budget for fiscal year 1960 provides for an obligational pro- 
gram of $5 million and for an appropriation to liquidate contractor earnings in 
the amount of $5 million. 

For fiscal year 1960 the President’s budget included $14,600,000 in cash for 
all Bureau road construction. Of this.amount $5 million was earmarked for 
the special Navajo-Hopi Routes 1 and 3. It is anticipated that $2 million of 
this $5 million would be required to liquidate the remaining $2 million in con- 
tracts let in 1959. Thé remaining $3 million would be used for contract earn- 
ings in 1960 on the $5 million worth of the contract authority programed for 
1960. 

The Federal Aid Highway Act program of the Bureau contemplated the use 
of $9,600,000 of this appropriation and the balance of $5 million was to be 
applied to Routes 1 and 3. The House reduced this estimate from $14,600.000 
to $12 million. If such action stands, then only $2,400,000 will be available for 
Routes 1 and 3 in fiscal year 1960. 

This fiscal year (1959) the Federal-aid highway program totaled $12 million. 
However, $2,400,000 was programed for maintenance, leaving a total of $9,600,000 
for construction under the Federal Aid Highway Act. This same sum, $9;- 
600,000, was requested for the regular Federal-aid highway program for 1960. 

In submitting its estimates this year the Bureau included $2,400,000 for main- 
tenance under another appropriation and the House in granting the $12 million 
in construction thus allowed the $9,600,000 for the regular program but only 
$2,400,000 for the special Navajo-Hopi program. 

The House reportedly justified its action by citing its belief that the Bureau 
had a large cash carryover and had the power to transfer funds as it might see 
fit. Unfortunately, the House apparently did not take into sufficient considera- 
tion the fact that the Bureau cannot transfer Federal-aid highway funds, nor 
can it shift the earmarked funds appropriated under the special amendment 
to the Navajo-Hopi Rehabilitation Act. 

In response to my inquiry, the Bureau advised me that, contrary to the House 
impression, it does not have a large carryover of cash and what it does have is 
obligated as explained in its testimony to this committee. 

Therefore, Mr. Chairman, I strongly endorse the request of the Bureau of 
Indian Affairs for funds for supplemental and regular appropriations for the 
Navaho-Hopi highway construction and improvement program. 


NavaJo-Hopr Roap PROGRAM 


Chairman Hayven. I have received a number of telegrams in sup- 
port of funds for the Navajo-Hopi road program. These, alon 
with a telegram to Senator Anderson on this matter, will be include 
in the record. 

(The telegrams referred to follow :) 
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FARMINGTON, N. MEx., April 6, 1959. 
Senator Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C.: 


All Navajo country is disturbed at word of House cuts in Navajo road funds, 
Please be assured of wholehearted support in your efforts to restore appropriatiog 
for this vital project, so important to tribal programs for health, education, ang 
industrial development. 

Lincotn O'BRIEN, 
Publisher, Farmington (N. Mex.) Daily Times, 





FARMINGTON, N. MEX., April 6, 1959, 
Senator Cart HaypdEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C.: 


Just informed of House cuts in Navajo road budget. This comes as great 
disappointment to all Four Corners country. We know you will do your utmogt 
to see funds restored. Please let us know if we can be of help since Navajo Routes 
1 and 3 are so vital to all projects for improving tribal economy. 


W. H. Foster, 
President, Farmington Chamber of Commerce, 


GALLup, N. MEx., April 6, 1959, 
U.S. Senator Cart HaypEN, 


Chairman, Appropriations Committee, 
Senate Office Building, Washington, D.C.: 
Deak Sir: We feel restoration of at least part of Navajo roads money impera- 


tive. Your efforts in this will be greatly appreciated by citizens of Gallup as 
well as of the Four Corners area. 


BrILt SLevInN, 
Editor, Gallup Daily Independent. 





Gatiop, N. Mex., April 9, 1959. 
Re H.R. 5916, supplemental road appropriation for Navajo-Hopi Reservations 
for fiscal year 1959. 
Senator CLINTON P. ANDERSON, 
Senate Office Building, Washington, D.C.: 


Urgently request that you include $1 -million requested by President Eisenhower 
and disallowed by House for vitally needed roads on the Navajo Reservation. 
Will furnish any information you require that will help obtain this emergency 
needed program authorized by Congress last year for the Navajo-Hopi Reserva- 
tions. 

Scott Preston, 
Vice Chairman, Navajo Tribal Council, 





NationaL Park SERVICE 


STATEMENTS OF CLARENCE P. MONTGOMERY, ACTING CHIEF, 
DIVISION OF ADMINISTRATION; AND DONALD E. LEE, CHIEF, 
BRANCH OF LANDS 


MaMMoTtH CavE NATIONAL PARK 


Chairman Haypen. The document received today includes a sup- 
plemental estimate in the amount of $537,768 for “Construction, Na 
tional Park Service.” 

These funds are for the acquisition of caves within the Mammoth 
Cave National Park. 
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The language also includes a proviso reducing the existing contract 
guthority granted in the Federal Aid Highway Act for the construc- 
tion of parkways by an amount equal to the appropriation requested. 

The justifications will be included in the record at this point. 

Mr. Montgomery, I suggest that you read your statement, sir. 

(The material referred to follows :) 


NATIONAL PARK SERVICE 


CONSTRUCTION 

Appropriation, 1959_...-._.-.----..-.----...-----.-----------.-- $20, 000, 000 
EG: GREIMGEO, 1OGD QW nce nde eimacenmtnccenennepeoe 537, 7 
IN cenit diocesan ein tell eecsneismemantntseioreptnienti  snienainghotianmmninenas 
IN) TIONG Sta ei aka peep een meme none 537, 768 


(P. 22, after line 8) 
Amendment requested : 
Page 22, after line 8 insert the following: 


“CONSTRUCTION 


“For an additional amount for ‘Construction’, to remain available until ez- 
pended, $537,768, Provided, That the authority contained in sections 4 and 6 of 
the Federal-Aid Highway Act of 1958 (72 Stat. 92, 93) to enter into contracts for 
construction of parkways is reduced by the-amouwnt of this appropriation.” 


HOUSE REPORT 


The amount requested for addition to the bill was not considered by the 
House. 
JUSTIFICATION 


The amendment adds $537,768 to the bill which is distributed by activities as 
follows : 





Appropria- |Supplemental House Additional 


Activities tion, 1959 estimate, allowance, request 
1959 1959 
1, Buildings, utilities, and other facilities_...... BE NR eas iiceceeicnc heck. Mi ccdeaencbehneee tee 
2, Acquisition of: 
i A a a PA a OD LE lp 1, 502, 870 Bs PE Pa ctencpicanses $537, 768 
i Mel SUL. cn ccdsccbbescechasocus DP athcintevencdlcecadessvocuaet tiacsckadaweo 
NE istdlststpninn inti cikean'stebnigihae 20, 000, 000 Bk Revecneclss ccens 537, 768 





The additional request would be expended under object classification “10 lands 
and structures.” 

The estimate of $537,768 will provide for the acquisition of the privately owned 
Great Onyx and Crystal Cave properties in Mammoth Cave National Park. Ac- 
quisition of these properties will put an end to the 30-year-old controversial and 
friction-generating issue and will complete the acquisition program for the park. 

After the park’s initial establishment, it became apparent that it was essential 
to acquire the two cave properties. The act of June 5, 1942 (56 Stat. 317), au- 
thorized the Secretary of the Interior to acquire these properties by using annual 
revenues of the park which were in excess of the annual appropriation for the 
administration, protection, and maintenance of the park. The sum of $9,591.86 
was accumulated in this fund, but was rescinded by the act of June 30, 1948 (62 
Stat. 1165). The amount of $50,000 was appropriated in the Department of the 
Interior Appropriation Act, 1950, to make surveys, studies of cave visitation and 
income, and surface right appraisals of the two cave properties. Approximately 
$18,000 of the amount appropriated has been expended for the purposes mentioned 
above, leaving $31,830.82 that may be applied toward acquisition. 

Private ownership of these cave properties has presented serious difficulties in 
administering the park, and the public has been inconvenienced and has com- 

ed as a result of intense roadside solicitation and advertising on the part 
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of the two cave owners (as well as others outside the park). The situation hag 
been such that many visitors to the private caves have visited them thinking 
that they were a part of the park. The public, and park, and even the owners 
of the caves have been disturbed over the unsatisfactory conditions that haye 
grown up in connection with operation of the privately owned caves within the 
park. It has become apparent that further action to acquire the cave properties 
should be taken to clean up the existing problems and eliminate the public pro. 
tests against them. 

To remedy the situation, the act of March 27, 1954 (63 Stat. 36), authorizeg 
the Secretary of the Interior to cooperate with the Commonwealth of Kentucky 
for the purpose of arranging the eventual acquisition of the two cave properties, 
The act also authorized the Secretary of the Interior to accumulate in a speciaj 
receipt account that portion of the annual admission, guide and elevator fee 
receipts at the park which exceeds the annual amount available to the park for 
management, guide and protection purposes, which funds so accumulated may be 
expended thereafter in payment for the purchase of said cave properties. During 
the 1955-58 fiscal years, the sum of $80,401.54 has accumulated in this account. 

Under this legislation, the Commonwealth of Kentucky cooperatively agreed to 
issue unsecured bonds to finance the cost of acquisition of the two cave properties, 
with bond issue to be repaid by the accumulated Federal funds and the expected 
future earnings. It now becomes evident that park receipts will no longer exceed 
the annual amount available to the park for management, guide, and protection 
purposes because of increased cost of these services, and therefore, funds will not 
be sufficient to repay the principal and interest on the bond issue formerly under 
consideration, A substantial increase in fees would not permit visitation by fam- 
ily groups nor would any reasonable increase be sufficient to meet both interest 
and principal payments on State bonds. Because of this situation, the National 
Park Service and the Commonwealth of Kentucky jointly contacted the cave 
owners recently in an effort to determine whether sound purchase agreements 
could be-reached. As a result of this effort, options to obtain the two cave prop. 
erties at a total cost of $650,000 have been executed by the property owners, 

The amount of $650,000 was referred to in the House committee report on §, 
79 (now Public Law 322, 68 Stat. 36, approved Mar. 27, 1954) in which the com- 
mittee expressed its desire that “ * * * (1) title to the caves be conveyed to the 
Federal Government immediately following acquisition of the properties by the 
State of Kentucky, and (2) if the cost is going to exceed $650,000, the Park Serv- 
ice must come back to the Congress for further consideration of the proposed 
purchase * * *.” 

The option for the Great Onyx Cave, in the amount of $365,000, expires June 
17, 1959. The option for the Crystal Cave, in the amount of $285,000, expires 
October 17, 1959. 

It is in the interest of the Government to acquire the properties and bring to an 
end the sore spot of one of our country’s most outstanding parks. This would 
resolve the difficulties that have been involved in park administration, including 
keeping open the roads to the two cave properties, by consolidating the cave 
visitation program for persons desiring a free choice in visiting any or all of the 
caves which should logically be open in the park, and eliminating the carnival 
atmosphere in this most unique park. 


GENERAL STATEMENT 


Mr. Monteomery. Thank you, Mr. Chairman. 

T am Clarence P. Montgomery, Acting Chief of the Division of 
Administration of the National Park Service. 

With me are Mr. Donald E. Lee, Chief, Branch of Lands, and Mr. 
Paul Miller, Chief Engineer, National Park Service. 

We are representing Director Wirth who could not be here this 
afternoon, because of prior commitments. He sends his regrets. 

Chairman Haypen. You may proceed, Mr. Montgomery. 

Mr. Montcomery. Thank you. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to appear before you in support of our request for sup- 
plemental funds for the 1959 fiscal year which are needed to clear up 
a situation that has plagued the Service for many years. 
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The estimate of $537,768 is requested to provide for the acquisition 
of two privately owned cave properties in Mammoth Cave National 
Park, Ky. These properties known as the Great Onyx and Crystal 
Caves are located within the boundaries of the park and are owned 
and operated by private individuals. The operation of these pri- 
yately owned caves within the park boundaries has created difficul- 
ties in administration of the park. 

The Congress has not been unmindful of the situation because three 
separate legislative proposals have been enacted for the purpose of 
eliminating these privately owned cave operations. The act of June 
5, 1942, authorized the Secretary to set aside funds from revenues 
that were in excess of certain operating expenses to apply toward the 
acquisition of these two cave properties. The amount of $9,591.86 
was accumulated from this source but was rescinded by the act of 
June 30, 1948, which authorized an appropriation for the specific pur- 
pose of acquiring the properties. Only $50,000 has been appropri- 
ated under that authorization, of which about $18,000 was used to make 
surveys, studies of cave visitation and income, and surface right 
appraisals of the two cave properties. On March 27, 1954, legisla- 
tion was enacted authorizing the Secretary to cooperate with the Com- 
monwealth of Kentucky to arrange for the acquisition of the two cave 
properties. This legislation also provided for the accumulation of 
revenues in excess of certain operating costs to apply toward acquisi- 
tion costs. During the 1955-58 fiscal years, the sum of $80,401 has 
accumulated in this account. The Commonwealth of Kentucky co- 
operatively agreed to issue unsecured bonds to finance the cost of 
acquisition of the properties, for which repayment would be made out 
of the revenues set aside annually as stated above. 

It is now evident that park revenues will not be sufficient to meet 
both the principal and interest on the bond issue formerly under con- 
sideration, and there appears no feasible means of adequately increas- 
ing the revenue fund. Asa result of this determination, the Common- 
wealth of Kentucky and the Service recently contacted the cave owners 
and agreements have been reached to acquire the properties at a cost 
of $650,000 for which options have been obtained. 

The estimate of $537,768, together with the balances remaining from 
funds previously made available will provide the funds needed to 
accept these options, one of which expires on June 17, 1959, and the 
other on October 17, 1959. 

We urge that the estimate be allowed in full to provide for a solu- 
tion to this most perplexing problem in park administration. 


OPTIONS FOR PURCHASE OF CAVES 


Chairman Haypen. When were those options obtained ? 

Mr. Montcomery. They were obtained in January, sir. 

Chairman Haypen. It seems to be a very short option, especially 
when you have to deal with Congress. 

Mr. Monrcomery. I beg your pardon, sir. 

Chairman Haypen. It seems to me that taking options in January, 
which will expire in June and October, it does not give you much time 
toturn around in. 

Mr. Montcomery. That is true, sir. 

Chairman Haypen. Why could you not get them for a longer time? 
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Mr. Montoomery. This was the best proposition that could be 
worked out. The matter was explored fully and this was the best 
deal that could be obtained. 


EXTENSION OF OPTIONS 


Chairman Haypen. Can either of these options be extended ? 

Mr. Montcomery. Yes, sir. The one covering the Great Onyx 
Cave, which expires on June 17, can be extended for a 4-month period, 
subject to agreement of the owner to extend it. If he objects the 
option is off. 

Chairman Haypen. I assume that the idea of reducing the contract 
authority of the parkways originated in the Bureau of the Budget 
and not inthe Department. Am I correct? 

Mr. Montcomery. That is correct, sir. 

Chairman Haypen. Just what is the relationship between the 
acquisition of the cave and the construction of the parkways? 

Mr. Monteomery. Sir, there is no connection between acquisition 
of the caves and contruction of the parkways. They are all part of 
the overall program of the National Park Service. 

The caves are in a national park and the contract authorization 
involved is for the construction of parkways specifically. 

Chairman Haypen. That is the way it appears to me; there is no 
connection between them. 


EFFECT OF RESCISSION OF CONTRACT AUTHORITY 


If the committee should recommend that rescission of the contract 
authority for parkways—lI am personally opposed to it—would there 
be any substantial curtailment of the parkway program ? 

Mr. Monteomery. Sir, if I understand you correctly, if this rescis- 
sion holds we would have to take projects out of our parkways con- 
struction program to the extent of the rescission. 

Did I understand your question correctly ? 

Chairman Haypen. You understood me correctly. 

You say that something will have to be curtailed in the parkway 
program that we have not planned for by reason of this rescission! 

Mr. Montcomery. That is correct, sir. We would have to reduce 
our parkways program in this amount. 

Senator ELLenper. When you speak of a program, you mean acqui- 
sition so as to have more under your jurisdiction ? 

Mr. Montcomery. No, sir; we have the various authorized park- 
ways, the Blue Ridge Parkway, the Natchez Trace Parkway, the Foot- 
hills Parkway, et cetera. They are all uncompleted. The contract 
authorization finances programs aimed at their completion. 

Senator Extenper. This acquisition, though, would impose on you 
more administration, would it not ? 

Mr. Montcomery. It would place in Government ownership the two 
cave properties which are already within the park boundaries. Their 
administration as a part of the park would entail very little. 


TOTAL LAND INVOLVED IN OPTIONS 


Senator Ettenper. How much land is involved in these two options 
to which you refer ? 
Mr. Monteomery. I will ask Mr. Lee to answer that. 
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Mr. Ler. There are cavern rights involved here, about 125 acres, 
and there are about 550 additional acres of surface and cave rights 
in the property. 

There is also a small acreage where there is a question as to title 
which would be wiped out as a result of these contracts. 

Senator ELLENDER. How much would this land cost the Govern- 
ment? Is it the amount you are requesting ? 

Mr. Lee. Sir, the overall amount is $650,000. 

Senator ELLENDER. That would cover the cost of 500-some-odd acres 
of land, the caves, and the caverns ? 

Mr. Ler. The caves and the caverns and surface rights total about 
675 acres. 

Senator Exienper. Are these caves and caverns connected with 
other caves and caverns that you are now administering ¢ 


OPERATION OF CAVES BY PRIVATE INTERESTS 


Mr. Ler. No, they are not. They are in a separate part of the park. 
Each of the two caves, Crystal Cave and Great Onyx Sova: is operated 
by private parties. One of the parties is Mr. and Mrs. Cox, and the 
other is the Thomas interests. 

Senator ELtenper. What is the advantage of having that in the 
hands of the Government if it is operated by private enterprises ? 

Mr. Ler. The problem there has been that the operation of these 
two caves has created a serious administrative difficulty in the park, 
largely because of the roadside solicitation, that these cave operators 
have conducted for many, many years. We have a heavy file of pro- 
tests of visitors to Mammoth Cave Nationa] Park because of misleading 
advertising that has been done in many of these cases. 

Likewise, people are confused when they come to the park. They 
become confused between these private caves and the Government cave, 
Mammoth Cave. 

Likewise, there has been intense competition between the cave own- 
ers with the result that the public has suffered as a result of that be- 
cause of the representations that have been made. 

In some cases alongside the road one operator tries to divert traffic 
from one cave to the other and in some cases they have tried to divert 
the traffic from the Mammoth Cave, the Government cave, to these 
private caves. 

We have tried for perhaps 20 years to find some way of stopping 
these practices, but the only practical way to do it is to put all of these 
caves in one ownership, Government ownership, so that they can 
be administered as a unit. 


PREVIOUS PROPOSALS TO ACQUIRE PROPERTIES 


Senator DworsHak. Were there any proposals previously made to 
acquire these two properties? 

Mr. Lee. Yes, Senator, there were. Asa matter of fact, the history 
on these two caves goes back to the very inception of this park program 
in Kentucky. 

The first attempt to acquire the Great Onyx Cave, one of those in- 
volved in this proposal, was made about 30 years ago when the State 
of Kentucky endeavored to condemn these properties. 
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They did take these properties into condemnation in the State 
courts and for Great Onyx Cave there was an award of, in round 
figures, $400,000. At that time the State, which footed the bill for the 
initial land-acquisition program, did not have the money to pay for 
that award and the Congress recognized the cost of those caves at 
= by authorizing the exclusion of those two caves from the 
park. 

Subsequently, if you go through the legislative history pertaining 
to these caves, you will find that the Congress recognized that this was 
an intolerable situation, with the result that in the past 10 years or 


so, there have been legislative enactments aimed at assisting the Park | 


Service in acquiring these cave properties. 

However, for one reason or the other we were not able to do that 
within the framework of those authorizations. Consequently, we 
worked out the best deal we could down there for these rights and we 
were able to secure options within the amount that was the overall 
amount established by the House subcommittee that heard the item 
when it came up about 3 or 4 years ago when we were trying to work 
this out cooperatively with the State of Kentucky. 

There is quite a long history of legislative enactments to assist 
us in acquiring these caves and I will not go mto those unless you want 
the details. 


OPTIONS COMPARED TO ORIGINAL PRICES 


Senator DworsHax. Are the prices involved in these options ma- 
terially increased over the original prices which were proposed for the 
properties ? 

Mr. Ler. No, Senator. I am rather surprised that in spite of the 
condemnation award of $400,000 for Great Onyx Cave almost 30 years 
ago we have an option here for $365,000 with 2 years’ operating rights 
‘which was the final thing which we threw into the pot in order to 
make the deal. 

Senator E.tenver. How about the other property ? 

Mr. Ler. The other property never did reach the condemnation 
stage. That was not pursued about 30 years ago because of the 
high award in the Great Onyx Cave case. 

However, all of the endeavors until January to acquire this Crystal 
Cave—it is also referred to as the Floyd Collins Cave—were unsue- 
cessful. The asking price of these owners in dealing with the State 
of Kentucky, which at one time tried to assist us in this acquisition 
program, was a minimum of $400,000 which had been set by these 
owners. We have an option here, signed, sealed, and delivered to us, 
for $285,000 with 3 years’ operating rights. 

The options are signed, ready for acceptance. 


POSSIBILITY OF INCREASED REVENUES 


Senator Dworsnak. If these properties are purchased now and 
included in the Mammoth Cave National Park, is there a possibility 
that the annual revenues will increase greatly ? 

Mr. Ler. Yes, there is an opportunity to increase the revenues here. 
We have looked at the caves from this standpoint. Mammoth Cave 
would probably be the only one that we would operate during the 
offseason period. But during the heavy season probably for 3 
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months, we believe that these two caves can be operated and that they 
will bring in additional revenue. 

I might say that two families who operate these caves presently 
have members of their family that are earning their living off these 
caves, or have earned their living from them. There is net income 
there and there have been profits that have been involved in these 
cave operations. 

I have the belief that operation, even on a 3-month operation, or 4- 
month operation, depending on what the needs will be, that there will 
be additional revenues at the park. 

However, what that will be is a little bit hard to say at this time, 
because there will be a 2-year period of operation by one set of owners 
and a 3-year period of operation by the other set of owners. 


OPERATING EXPENSES 


Senator DworsHak. Will the operating expenses be increased also ? 

Mr. Lex. I doubt whether there will be an appreciable increase. Of 
course, there we will have the problem of trying to weigh probably the 
3- or 4-month operation against the present Scaimepien operation. 
The present plan is to take the people when they come into the park 
to these caves by bus from the main park headquarters. 

The fundamental point that is involved here and the important.one 
is that we have operating contracts in which all of these roadside 
stands, all of this solicitation which has been done in the past, will 
automatically terminate upon our acceptance of these options. 

Senator Attorr. How do you expect to operate these two caves 
without running into additional operating expenses ! 

Mr. Ler. The parties here have people who are residing in the 

k. Whether all of those. people will be needed there at that. time, 
don’t know, because we have an overall maintenance group and. we 
will take people down there by bus and. we will operate only part. 
of the time. Just how we will come out, what the expenses. will. be, 
I could not say; we don’t have that much information on it, but I do 
believe that there will be additional revenues at the park. 

I would say that probably there will be profits which have run 
more than $20,000 a year over and above the salaries. and. expenses 
of these two cave operations, A substantial portion of that, I believe, 
will be recouped by the Government in the annual operation. of these 
two caves, 

Senator Dworsnak. Is this the only remaining private property 
within the boundaries of the park? 

Mr. Lzz. Yes. That is one of the virtues of this acquisition. 

Upon the acquisition of these two caves, there will be no more 
privately owned property within Mammoth. Park. 

you gentlemen all realize, that is one of the most. ideal things 
we can have in our administration of a park. 

Chairman Haypen. Senator Morton, you wrote me a letter on this. 
Ig there anything you. want. to state to the committee? 
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STATEMENT OF HON. THRUSTON B. MORTON, A UNITED STATES 
SENATOR FROM THE STATE OF KENTUCKY 


SUPPORT FOR CAVE ACQUISITION 


_ Senator Morton. Very briefly, I have been very much interested 
in this matter for the past 2 years. This is a rather unique opera- 
tion, Mammoth Cave National Park, in that it does have the two 
competing private caves within the national park confines. 

Senator Ellender raised a very good question about private enter. 

rise doing it, and why not let them keep on doing it? But I would 
ike to point out what actually happens to the tourist as he drives 
down U.S. 31-W, which is the highway, the principal highway, sery- 
ing the Mammoth Cave National Park. He is greeted by signs on 
barns and big enormous roadside billboards advertising and exploit- 
ing the two private caves, Great Onyx and Crystal. 

f I were the operator of one of those two private caves I would 
be doing exactly the same aggressive advertising that the owners are 
presently doing. 

The dignified signs indicating that the road goes to Mammoth Cave 
National Park are, of course, present. Many of the visitors—and I 
have received this complaint as a representative of the State of Ken- 
tucky—have actually gone to one of the privately owned caves and 
have been on their way to Florida or back to Chicago or wherever 
they came from and were 100 miles on their way before they realized 
that they did not take their children to see the Great Mammoth Cave 
National Park; they went to some other park. 

Also, I think the plans for the full development of the park have 
been somewhat held back by the existence of these two private caves 
and by the fact that for a great many years through one device or 
another the Government has-been trying to get them and the people 
of Kentucky have been trying to work it out so that the Government 
can take them over. 

PARK ATTENDANCE 


Mammoth Cave National Park is the only park in the country 
where the attendance has been falling down or holding static for 
the past few years, whereas most of our other national parks have 
been enjoying an increase. It is a highly successful park, never- 
theless. 

The concession at Mammoth Cave is a nonprofit concession, ad- 
ministered by a concessionaire which also operates at several other 
national parks. The profits from the Mammoth Cave National Park 
concession have been helping to carry the concessions at certain other 
parks which have not been profitable. 

But certainly, the consolidation of the three caves at Mammoth 
Cave, so that they are all under the administration of the National 
Park Service, I think, will make a very much more enjoyable park 
for those who use the parks and will cause far less confusion in the 
minds of the visiting public. 

I might say this, that originally when the State of Kentucky, 
largely through private donations, raised the funds to acquire these 
lands and turn them over to the Government, it was hoped that funds 
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would be there to take over these private caves. Sufficient funds 
were not there. 
CONDEMNATION SUIT 


As has been indicated a condemnation suit was made against one 
of these caves. Subsequent to the acquisition by Congress in 1953, 
I believe, appraisals were made of the properties. These options 
were obtained by the National Park Service. Through the coopera- 
tion of the State of Kentucky and the cooperation of families who 
own the caves, who were very cooperative in the negotiations, these 
options were obtained at lower prices than the assessment worked 
out in 1953. 

I think the price is a reasonable one. I have been over the books 
of both of these private operators. I do not remember them off- 
hand, but they do show a profitable operation. 

I think that the Government can so improve it as an attraction 
and can continue to make a profit on the operation of these two prop- 
eries, as well as Mammoth Cave itself. 

I hope that the committee will give favorable consideration to this 

uest. 

he chairman’s point was well taken in that this is a mighty short 
option when one has to deal with the Congress. I will grant that, 
ir. Chairman. 

This, however, was a matter which has been going on for many years. 
It has created wide interest in the State. I think that the families 
who own the caves have been most cooperative in trying to bring this, 
to adjudication and settlement and I believe that they came down 
somewhat on the price they thought their property was worth with 
the understanding that it would be cleaned up quickly once and for all. 

I thank you, Mr. Chairman, for this opportunity. 

Chairman Haypen. We thank you, gentlemen, for your appearance. 

Mr. Monteomery. Thank you. 


Bureau or LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


Chairman Haypen. House Document No. 58 includes a supple- 
mental estimate of $3,814,000 for “Management of lands and resources, 
Bureau of Land Management.” This estimate is made up of two 


parts : 

1. Increased pay costs, $1,314,000. Mr. Beasley covered this item 
in his overall statement on pay costs for the Department. 

2. The second part of the estimate is $2,500,000 to cover the cost of 
fighting fires on the public domain lands in the Western States and 
Alaska. The House allowed the full amount requested for this 


urpose. 
The justifications will be included in the record. 
(The justifications referred to follow :) 
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DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 
(H. Doc, 58) 


Management of lands and resources 


i cena ul guitnnnnitinndneinengueuirerershanena * $23, 075, 000 
eeeeeone io tec! Wh Bene $15, 462, 612 
M@iependitares: te Dee. 31,1008..-. <2 2. $12, 187, 998 

Badect estimate next. facal year... ..... ~~~... -—-.--- $24, 377, 000 

Beguest. (for 1 month from June 1, 1959) _-_-----_-_-_-_-_--_--__---..- $3, 814, 000 

Employment : 

Average number, current appropriation___________--_--__-__ 2, 791 
Number involved this estimate (casual firefighters only) ------ 412 
Actual employment (Dec. 31, 1958) -~.--------------_-----~- 2, 341 


1 Includes $885,000 appropriated in Supplemental Appropriation Act, 1959. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The total amount of supplemental funds needed for fiscal year 1959 is $3,814. 
000. This amount includes $2,500,000 to cover costs of firefighting on public 
domain lands in the Western States and Alaska, and $1,314,000 to cover costs of 
the pay increase granted by Public Law 85-462. 

Following is an analysis of firefighting funds available, obligations incurred, 
and the additional amount required: 


Obligations for firefighting to Dec. 31, 1958—including obligations 
incurred in fiscal year 1958, financed from 1959 appropriations___ $2, 224, 436 





Appropriated 1959___________ ia le a oa acta aries ain acer aclalatiice 400, 000 
NN a a ee ee a hse cen gota wien om eieoinenatmemeerr 1, 824, 436 
Estimated obligations, remainder of ‘fiscal year Peete reece! 675, 564 
Supplemental appropriation required for fire suppression_____ 2, 500, 000 


Program and financing 











1959 pidentty! 1959 revised | 1959 increase 
available estimate (+) or de- 
crease (—) 
Program by activities: | | 
1. Lease and disposal of lands and mineral resources....-| $6,739,100 | $6,739,100 |_.-..-........ 
2. Management of grazing ignae. . : acl 2, 601, 100 2, 601, 100 |: a 
RN. gos cubdocsacnt sam pianeles aeaataineeinedadaltants SaecPn 5, 416, 100 §, 446, 100 |.......ccse 
yoko nue anen sinsadlictaicenahaibadsis 2, 513, 000 2, 513, 000 |........... 
5. Soil and moisture conserv. ation. a a ebere seg ee Dx 3, 834. 000 3, 834, 000; |... J 
6. Fire suppression. ees EO eS 400, 000 2, 900,000 | +$2, 500,000 
7. Maintenance of physical facilities. _____- 5 50, 000 50, 000 Liehside 
8. Maintenance of access roads__.______________- 38. 254, 000 | 254, 000 ‘ 
9. Weed control. : . 4 Se ae 1, 080, 100 1,068; 100’ T-.....Scuee 
10. General administration... CS 1, 501, 600 1, 501, 600 |_-...-cige 
11. 1959 program obligated in 1958. - ee ee —77, 353 | — 971,858 |..<-can-0uee 
Supplemental required for pay increases......_._____- | +1, 800000 k.......20.2: +1, 314,00 
Total obligations... ______- _..--.----| 22,997,647 | 26,811,647 | +3,814,000 
Financing; 1959 appropriation available in Ne ae a 77, 358 | TE: WR) -4<.-b cei 
New obligational euthority._.__.___-.......-.-.........| 2, 075, 000 26, 889, 000 +3, 814,000 








BuREAU OF LAND MANAGEMENT 


JUSTIFICATION 
Management of lands and resources 
6. Fire suppression, $2,500,000 


A supplemental appropriation of $2,500,000 is required to cover the cost of fire 
suppresison on lands under the jurisdiction of the Bureau of Land Management 
in the fiscal year 1959. From July to December 31, 1958, this cost has reached 
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$1,824,436 and it is anticipated that fire cost during the spring season to June 30, 
1959, will require an additional $675,564. 

Since it is impossible to predict the cost of fire suppression, it has been the 
practice of the Congress to appropriate a token amount to the Bureau of Land 
Management for fire suppression, the remainder to be previded by a supple 
mental appropriation, thus avoiding the necessity of curtailing regular Bureau 
programs to provide funds for firefighting. The amount appropriated for this 
purpose in fiscal year 1959 is $400,000. However, firefighting costs in fiscal 
year 1958 exceeded the amount available therefor, making it necessary to apply 
the $400,000 appropriated for 1959 to 1958 costs. This is authorized by section 
102 of the general provisions, Department of the Interior, in the Department of 
the Interior and Related Agencies Appropriation Act, Public Law 85-439. 

Following is an analysis of firefighting funds available, obligations incurred, 
and the additional amount required : 


Obligations for firefighting to Dec. 31, 1958, including obligations in- 


curred in fiscal year 1958, financed with 1959 appropriations_______ $2, 224, 436 
ED De hd orien np namnesiniminbitemememeneaeat em 400, 000 
I a le he cial cea nena eee eeeesingnlinn 1, 824, 436 
Estimated obligations remainder of fiscal year__.__._-___----__-_-___ 675, 564 
Supplemental appropriation required______-_-__-_____________ 2, 500, 000 


Obligations incurred for fire suppression for the last half of the fiscal years 
1955 through 1958 and estimated for last half of fiscal year 1959 are as follows: 


Wee. -.----------------------=---~----.----------~------------.--- $50, 483 
Se inne nae n ane ete eee en eerenn neem meena nas 85, 636 
a nahh a ay et esd ose ere tipmantinesian tsi heme ienineloasetaimdianoen sine cheesiest 438, 442 
ck tienen Ache eileen A sestnn ener ccc cpa ant ia oss cpt vsti Sahin icin 625, 348 
IND conden es ened inl istered beat iecticlenSostsnpeaneabinaoldsmenes 675, 564 


The funds requested for the balance of this fiscal year are intended to avoid 
the necessity of requiring 1960 funds to meet obligations incurred during the cur- 
rent fiscal year. 

During the summer season of 1958, early matured grass cover, low precipitation 
and high temperatures combined to result in a very severe fire season. Although 
it was severe in Alaska, it was even more so in the Western States. The Bureau 
is making greater use of chemical retardants and of aircraft for detection and 
suppression. The Bureau's efforts in improving techniques of earlier detection 
and prompt suppression have resulted in substantial reduction in the destruction 
of our natural resources. This is evidenced in the fact that despite 377 more fires 
in 1958 than in 1957, there were 4,595,114 fewer acres burned. 

The following table shows the number of fires and acres burned during the past 


‘ Sealendar years: 











Calendar year Number of | Acres burned 

fires 
el nlaalink-shccci vende pe chag havoc tic eatery stesso ais at ogi Soin es apse 852 1, 200, 000 
cane cs hice so nina < rin ds Rees ae a an ae 580 93, 582 
EE BI eh tt came cducadad adds manban tues ecient ocmebigeesuet. 1,041 516, 868 
NE oes SAL eh eth ds ot afb Sik nny any wisn sedholenwndshcbninaeannes 1, 280 5, 543, 000 
ti hetah iinet cckl maetpiie pen aihmiglte anq~ dil ie anewaaetodee~behbased 1, 657 7, 886 





Obligations incurred for fire suppression for fiscal year 1955 through 1958 
and estimated for fiscal year 1959 are shown in the following table: 


Obligations 

Fiseal year: incurred 
ce alia lt Daa eal oon 1d ait san raeamtlaegdininieiseigne inna tichenaa $522, 845 
a la ateatih inane 374, 916 
a ce fe ae tetera iomeaseeemene dine 823, 608 
Tee na ie 2, 198, 990 
NTee nee Tn en nn nn a ae ._... 2, 900, 000 


88932—59——-14 
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Pay increase, Public Law 85-462, $1,314,000 


The cost of the pay increase granted by Public Law 85-462 to this appro. 
priation will be $1,314,000. A deficiency appropriation for the full amount wij 
be required in order to prevent curtailment of the programs for which the 1959 
appropriation was made. Savings that might accrue from lapses in approved 
positions, program adjustments or from any other source, will be applied toward 
any deficiency resulting from the cost of firefighting. 


Bureau or InprAn AFFAIRS 
PAYMENT TO STANDING Rock S1oux TRIBE OF INDIANS 


Chairman Haypen. The House allowed the budget estimate of 
$6,960,000 for the payment to the Standing Rock Sioux Tribe of 
Indians. This payment, which is to compensate the tribe for lands 
taken for the construction of the Oahe Reservoir, was authorized by 
section 5 of Public Law 85-915. 

A copy of the authorizing act and the justifications will be included 
in the record. 

(The materials referred to follow :) 


Excerpt From Pusiic Law 85-915 


“Seo. 5. There is authorized to be appropriated the further sum of $6,960,000, 
which shall be deposited in the Treasury of the United States to the credit of 
the Standing Rock Sioux Tribe to draw interest on the principal at the rate 
of 4 per centum per annum until expended for the purpose of developing indi- 
vidual and family plans, relocating, reestablishing, and providing other assist- 
ance designed to help improve the economic and social conditions of all recog- 
nized members of the Standing Rock Sioux Tribe regardless of residence on the 
reservation: Provided, That such fund may be expended in accordance with 
plans and programs approved both by the tribal council and the Secretary of 
the Interior: And provided further, That no part of such funds shall be used 
for per capita payments, or for the purchase of land by the tribe except for the 
purpose of resale to individual Indians in furtherance of the rehabilitation pro- 
gram authorized by this section.” 


DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 
(H. Doc. 58) 
Payment to Standing Rock Sioug Tribe of Indians 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is required to carry out section 5 
of the act of September 2, 1958 (72 Stat. 1762), which authorizes the appropria- 
tion of $6,960,000 for deposit to the credit of the Standing Rock Sioux Tribe of 
Indians. The funds are to be used for the purpose of developing individual 
and family plans, relocating, reestablishing, and providing other assistance 
designed to help improve the economic and social conditions of all recognized 
members of the Standing Rock Sioux Tribe of Indians. 


JUSTIFICATION 


Public Law 85-915 approved September 2, 1957 (72 Stat. 1762) provides for 
the acquisition of lands by the United States required for construction of Oahe 
Dam on the Missouri River and for rehabilitation of the Indians of the Stand- 
ing Rock Sioux Reservation in South and North Dakota. 

Section 5 of the act authorizes to be appropriated the sum of $6,960,000 for 
deposit to the credit of the tribe for the purpose of developing individual and 
family plans, relocating, reestablishing, and providing other assistance designed 
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to help improve the economic and social conditions of all recognized members 
of the tribe and provides further that such fund may be expended in accord- 
ance with plans and programs approved both by the tribal council and the Sec- 
retary of the Interior. 

The tribe has an enrollment of about 5,300 members, of whom about 3,600, 
constituting 700 families, reside on the reservation. The taking authorized by 
the bill will force 186 families to move from the taking area and be absorbed 
in the diminished reservation which presently is inadequate in both quality 
and quantity of land. 

The present social and economic status of the tribe is very bad. These people 
now live in poor quality and entirely inadequate houses, crowded to an average 
of five to a room, and most of the living quarters are without indoor plumbing 
or electricity. Two-thirds haul water for domestic use and 80 percent must 
go as far as one-half mile for drinking water. The Standing Rock Indians are 
the lowest income group in the Nation, with a median income in 1955 of $340 

person, including public welfare and pensions payments, compared to a 1954 
national average of $1,170 per person. Four out of five people receive public 
assistance in one form or another. They have little or not work and few work 
opportunities. They are totally unprepared or equipped to live in large centers 
of population because of their timidity, educational limitations, language hondi- 
caps, and lack of special skills or vocational training. Likely candidates for 
relocation services have already left the reservation. 

It is imperative that plans for rehabilitation be approved at the earliest pos- 
sible date so that a minimum loss of subsistence and livelihood will stem from 
the taking of the lands and so that the economic and social conditions of these 
Indians may not only be improved but maintained. 

The amount of $6,960,000 is requested so that funds will be available at the 
earliest possible date to enable the Secretary and the tribte to carry out their 
respective responsibilities with respect to individual members of the tribes. The 
first group of Indians are to be moved from their homes and relocated by April 
1959. 


NatTIonaL ParKk SErRvICE 


MANAGEMENT AND PROTECTION 


Chairman Haypen. House Document No. 58 includes a supple- 
mental estimate of $1,388.500 for “Management and protection, Na- 
tional Park Service.” Of this amount $1,188,500 is for increased pay 
costs which has already been discussed. The balance of the esti- 
mate—$200,000—is for the cost of fighting forest fires in the national 
parks. The House allowed the full amount requested for this pur- 


The justifications will be included in the record. 
(The justifications referred to follow :) 


DEPARTMENT OF THE INTERIOR 


NATIONAL PARK. SERVICE 


(H. Doce. 58) 
Management and protection, National Park Service, 1959 fiscal year 

NNT ene ee ee eae en $14, 727, 000 

Ne ee eee nnn enna ne ee $8, 308, 915 

NTT TTT ne ee ne ema $7, 792, 737 
nor waer Geet wane Sf beh a ef $17, 000, 000 
Request (for 3 months from Apr. 1, 1959)_---__--____--__________ $1, 388, 500 
Employment : 

Average number, current appropriation___._.______-__________ 2, 248 

Number involved this estimate______-___-__________-________ None 

Actual employment Dec. 31, 1958_-.....-____________________ 1, 753 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of the supplemental funds is to provide $1,103,500 for pay ip. 
creases for classified employees authorized by Public Law 85-462 of June 20, 
1958 ; $85,000 for increased salaries of the U.S. Park Police pursuant to Public 
Law 85-584, approved August 1, 1958; and $200,000 for forest fire suppression 
costs. 

The funds are needed to cover the pay increase costs imposed by legislation, 
and to cover the deficit incurred as a result of forest fire suppression costs ip 
excess of the amount of $100,000 appropriated for the purpose. 

This appropriation is already burdened with absorbing other costs not pro. 
vided for in the amount appropriated. These costs include $32,000 for reim. 
bursement te the District of Columbia for benefit payments to the U.S. Park 
Police, and $172,000 for reallocation of park ranger positions due to new clagsifi- 
cation standards prescribed by the Civil Service Commission. In addition, other 
costs of lesser significance, which in the aggregate create additional burden, are 
such items as wage board increases already in effect; increase in postal rates; 
and stepup in grades of certain professional employees. 

Firefighting costs during the fiscal year 1959 through December 31, 1958, 
amounted to about $312,000; or more than $200,000 in excess of the amount ap. 
propriated specifically for this purpose. 


Program and financing 





— 


























1959 presently} 1959 revised | 1959 increase 
available estimate 

Program by activities: | 
1, Management of park and other areas__.........-._...-- $12, 463,404 | $12,463,404 j|__-.... 
gi iit ET 925, 205 1, 125, 205 $200, 000 
3. Soil and moisture conservation. --_.........-...-...---- 102, 800 508, O00 -}_...-...cusuae 
4. Park and recreation programs--............-.-.---.---- 2, 111, 131 2, 111, 131 |......ce 

NE AA 312, 870 SES, S70 |... .<cccauh 

6. 1959 program obligated in 1958 _.............-..-.-.-.-- —81, 916 —§i, 916 |......cssumes 
Supplemental required for pay increases._...--..-....---.---- rk, BEINEO focwescnncc conn 1, 188, 500 
I aici pendebe aeks wh ow hriede deka 14; 645, 084 16, 033, 584 1, 388, 500 
Financing: 1959 appropriation available in 1958___-.......---- 81, 916 61, O86 |... 
New obligational authority........-.--.-.--.-..-.-.---- 14,727,000 | 16,115,500} 1,388, 500 

| 


NATIONAL PARK SERVICE 


JUBTIFICATION 


Management-and protection, $1,388,500 

This supplemental estimate is for (a) increased pay costs pursuant to Public 
Law 85-462 and Public Law 85-584, $1,188,500, and (6) forest fire suppression 
costs, $200,000. 


PAY. ACT INCREASES 


Early enactment of the 1959 appropriation bill and the advancement of a 
portion of the appropriation to 1958 for supplies and equipment, made it pos- 
sible for the Service to commence operations at the beginning of 1959 with 
no lag in obligations anticipated during the balance of the year. It is not 
expected that any savings will accrue during the year under this appropriation. 

Salary increase costs: because of new classification standards for park ranger 
positions,, which were prescribed by the Civil Service Commission on February 
28, 1958, are being absorbed in 1959 at a cost of about. $172,000. The amount 
of. $32,000. for reimbursement to the District of Columbia for benefit. payments 
to, the U.S. Park Police is another large expense not provided for in the appro- 
priation for 1959. Absorption of these costs, along with the increase. in. postal 
rates put into effect during the early part of 1959, and the wage board increases 
that have become effective since the estimates were formulated, precludes the 
possibility of absorbing any part of the pay increase costs. 

Average employment for the year to date is continuing at a comparatively 
high level. Obligations through December 31, 1958, are estimated at about 
52 percent of the amount estimated to be available, which includes the amounts 














mounts 
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proposed for pay increase costs. This is slightly above the percentage rate for 
the past 2 years under this appropriation. 


EMERGENCY FIRE SUPPRESSION 


The amount of $100,000 was appropriated for 1959 to cover emergency fire 
suppression and presuppression costs. Costs recorded for these purposes through 
December 1958 amount to about $312,000, or $12,000 more than the amount re- 
quested. No doubt, other fire suppression costs will accrue prior to the end of 
the fiscal year. 

During the first half of the 1959 fiscal year, 291 fires have occurred within 
Service areas for which funds have been expended. The most disastrous fire, 
the cost of which totals $206,000, occurred during September 1958 in Glacier Na- 
tional Park, Mont. 

The Service has no fund resources available to meet these additional needs 
after absorbing the numerous unforeseen costs mentioned under the justification 
for pay act increases. 


Bureau OF RECLAMATION 
LOAN PROGRAM 


Chairman Haypen. The House allowed the full amount of the sup- 
lemental estimate of $4,860,000 for the “Loan program, Bureau of 
lamation.” The funds requested are for loans under the provisions 
of the Small Reclamation Projects Act to the Goleta County Water 
District in California ($2,080,000) ; and the Roosevelt Water Conser- 
vation District in Arizona ($2,780,000). The applications of these 
two organizations meet all the criteria established in the act, including 
the 60-day submission to Congress. 
The justifications will be included in the record. 
(The justifications referred to follow :) 


DEPARTMENT OF THE INTERIOR 


BuREAU OF RECLAMATION 


(H. Doc. 58) 
Loan program 
NE I Th ea ek eerie etch aes asses ataplonsinenavarecepette * $9, 637, 000 
ENS ES ik ea Lee ee 5, 949, 752 
ren On Beet, On, See 1, 307, 217 
Budget estimate, next fiscal year___..___._.__._.__........._________ 220, 000 


Request (to remain available until expended for 4 months from Mar. 


a chan th Rath ag el Bice vcsbenithin ction Lanka essere arse $4, 860, 000 
Employment : 
Average number, current appropriation.__._.................._-______ 22 
ene Seeman? ann) OUUNINOB St et 
Actual employment (Dec. $1, 1958)_........_.--___________________ 16 


"Includes $4,203,000 Supplemental Appropriation. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Small reclamation project loan applications for the Goleta County Water 
District in California and the Roosevelt Water Conservation District in Arizona 
were approved by the Secretary and sent to the Congress in July 1958. The 
appropriation request for the loan program for fiscal year 1959 included funds 
for loans to these two and other applicants. In approving the appropriation for 
the fiscal year 1959 loan program the Congress included funds for only those 
applications which had completed the 60 days before Congress as required 
by the act of August 6, 1956 (70 Stat. 1044), as amended (71 Stat. 48). Since 
the applications of the Goleta County Water District and the Roosevelt Water 





212 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Conservation District had not met the 60-day requirement at that time the funds 
requested for them were denied. These two applications have now fulfilled the 
60-day requirement of the law and supplemental funds for fiscal year 1959 totaj. 
ing $4,860,000 are hereby requested. 


Program and financing 


ee 














| 
Presently Revised Increase 
available estimate | 
Program bv activities: 
2. Small projects: | 
Ris te ce tech bn cme canieta ak esooee! $9, 307, 000 $14, 167, 000 $4, 860, 000 
a a a ek 130, 000 330, 000 |:.... on 
I es cise 200, 000 200, 000 | ve 
RP NNNN Oe ooo oss onda codeccncce 9, 637,000 | 14, 497, 000 4, 860, 000 
Financing: j 
Unohligated balance transferred from “Construction 
and rehabilitation” (72 Stat. 1576). ....................- —419, 318 —419, 318 |........ 
Unobligated balance carried forward_.................-.-.. 419, 318 £16, S18 |..~....0 
Appropriation (new obligational authority) ............- 9, 637, 000 14, 497, 000 4, 860, 000 





BUREAU OF RECLAMATION 
Loan program 


Fiscal year 1959: 


lista tisha teinndacleninch catnhintcsieomichanns $5, 434, 000 
INI SURO ht ie erences 4, 203, 000 
Proposed supplemental appropriation._.._...-..-_-__---_----.- 4, 860, 000 

a leh icecienttih Na hichdbcahdelchlar denial dabei iainessedahcbvnthstsen Secdonip seinen apts 14, 497, 000 


Small reclamation project loan applications for the Goleta County Water Dis- 
trict in California and the Roosevelt Water Conservation District in Arizona 
Were approved by the Secretary and sent to the Interior and Insular Affairs 
Committee of the Congress in July 1958. The appropriation request for the loan 
program for fiscal year 1959 included funds for loans to these two and other 
applicants. In approving the appropriation for the fiscal year 1959 loan program 
the Congress included funds for only those applications: which had completed the 
60 days before Congress as required by the act of August 6, 1956 (70 Stat. 1044), 
as amended (71 Stat. 48). Since the applications of the Goleta County Water 
District and the Roosevelt Water Conservation District had not met the 60-day 
requirement at that time, the funds requested for them were denied. These two 
applications have now fulfilled the 60-day requirement of the law and supple 
mental funds for fiscal year 1959 totaling $4,860,000 are hereby requested. 

The Goleta County Water District in California has asked for a loan of 
$2.080,000 for a project to irrigate 3,000 acres of new lands and to improve the 
facilities for about 855 acres now irrigated. This project will provide the irriga- 
tion distribution system to deliver a part of the water obtained by the district 
from the Cachuma project built by the Bureau of Reclamation. It will be 
similar to a distribution system constructed several years ago by the Bureau 
to serve another portion of the district as a part of the Cachuma project. The 
Interior and Insular Affairs Committees of both the House and Senate have 
adopted resolutions favorable to this loan. The repayment contract has been 
prepared and approved as to form. 

The Roosevelt Water Conservation District in Arizona has requested a loan 
of $2,780,000 for the rehabilitation and betterment of an existing irrigation sys- 
tem that serves 37,500 acres of land. The work will include repairs and improve 
ments on main canals and about 100 miles of laterals, deepening and replacing 
wells and improving pumping plants. The House Interior and Insular Affairs 
Committee adopted a resolution favorable to this loan on August 1. The repay- 
ment contract has been prepared and approved as to form. 


Vircin IstaAnps CorpPoraTION 


Chairman Haypen. House Document No. 58 includes two estimates 
for the Virgin Islands Corporation. The first is for a $650,000 direct 
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appropriation to the “Revolving fund” to permit the Corporation to 

expand its power generation facilities. The second is for the authority 

to borrow $850,000 from the Treasury for the construction of water 

distillation facilities on the islands. This loan from the Treasury 

was authorized by section 3 of Public Law 85-913. A copy of the 

authorizing act and the justifications will be included in the record. 
(The act and justifications referred to follow :) 


ExcerPT From Pusiic Law 85-913 


Sec. 3. Section 4 of said Act is hereby amended by adding at the end thereof 
the following new subsections (0) and (p) : 

“(o) To construct, operate, and maintain salt water distillation facilities 
in Saint Thomas, Virgin Islands. Such facilities shall be used to supply water 
for sale to the government of the Virgin Islands and to persons purchasing di- 
rectly from the Corporation: Provided, That the principal contract for the con- 
struction of such facilities shall not be executed by the Corporation— 

“(i) until the government of the Virgin Islands has contracted to purchase 
a minimum quantity of water at a price established by the Corporation, and 
the price established by the Corporation for sale of water shall be caleu- 
lated to cover, as a minimum, all costs of construction, operation, and main- 
tenance of such water distillation facilities, including but not limited to 
depreciation and payment of interest on the Corporation’s indebtedness in 
connection with such facilities ; 

“(ii) until the Secretary of the Interior has concluded that such facilities 
will most economically and expeditiously provide an adequate supplemental 
supply of potable water for St. Thomas; and 

“(iii) if the Secretary so concludes, until the expiration of forty-five 
calendar days (exclusive of days on which the House of Representatives 
or the Senate is not in session because of an adjournment of more than three 
days to a day certain) from the date on which such construction contract 
has been submitted to the Committees on Interior and Insular Affairs of 
the House of Representatives and the Senate. With such contract, there 
shall also be submitted to such committees an explanatory statement of the 
Secretary’s conclusion pursuant to (ii) hereof, together with the reasons 
therefor and supplemental data concerning alternative sources of water 
which have been investigated. 

The Corporation shall report annually to the Congress on the operation of the 
plant and shall include in its reports all technical and operational information 
pertinent to the prosecution of the Government’s saline water research and de- 
velopment program (Act of July 2, 1952, 66 Stat. 328, as amended) which is de- 
rived from said operation. 

“(p) To borrow from the Treasury of the United States, within such amounts 
as may be approved in appropriation Acts, for the sole purpose of constructing, 
operating and maintaining the facilities authorized in subsection (0) of this 
section, sums of money not to exceed a total of $2,000,000. For this purpose the 
Corporation may issue to the Secretary of the Treasury its notes, debentures, 
bonds, or other obligations to be redeemable at the option of the Corporation be- 
fore maturity in such manner as may be stipulated in such obligations : Provided, 
That all such obligations shall be redeemed within a period of not to exceed 
twenty years from date of issuance out of revenues from the sale of water. 
Each such obligation shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average market yields on 
outstanding marketable obligations of the United States having comparable ma- 
turities. The Secretary of the Treasury is authorized and directed to purchase 
any obligations of the Corporation to be issued hereunder and, for such purpose, 
the Secretary of the Treasury is authorized to use as a public-debt transaction 
the proceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which securities may be issued 
under the Second Liberty Bond Act, as amended, are extended to include any 
purchases of the Corporation’s obligations hereunder.” 
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DEPARTMENT OF THE INTERIOR 
VircIn ISLANDS CORPORATION 
(H. Doc. No. 58) 


Virgin Islands Corporation, revolving fund 


PURPOSE AND NEED FOR SUPPEMENTAL FUNDS 


The supplemental funds in the amount of $650,000 requested herein are needed 
to permit the Virgin Islands Corporation to expand its present power facilities 
on St. Thomas, V. I. 

JUSTIFICATION 


An appropriation of $60,000 is requested to permit the Virgin Islands Corpora. 
tion to expand its present power facilities on St. Thomas, V. I. 

The expansion of the power facilities will be an integral part of the proposed 
salt water distillation plant to be constructed in St. Thomas. All of the major 
manufacturers of salt water distillation equipment recommended that such 
equipment be operated in combination with a-steam turbine power generating 
unit in order to effect significant economies, both in the cost of power produced 
and in the production of potable water from sea water. 

The increase in power consumption in St. Thomas has been phenomenal and 
has grown on an average of better than 12 percent accumulative per year. The 
assurance of an adequate water supply will almost immediately result in the 
construction of additional hotel facilities which, in turn, will utilize more power, 
and the need for additional generating equipment will have to be met. On the 
basis of present consumption and engineering studies, it has been determined 
that the steam turbine generating unit will serve as the baseload and will be 
operated on an almost continual basis. 

During the past year there has been a serious shortage of firm power on St. 
Thomas due to the accelerated growth of the system and the inability to meet 
the increase with new generating facilities. The installation of an additional 
2,500 kilowatts of power in connection with the salt water distillation project 
should provide firm power for the next 3 to 5 years, based on present growth 
predictions. The estimate of the program as outlined is based on the premise 
that these facilities would be constructed in connection with the proposed salt 
water distillation plant. 

The following is an estimate cost of the construction program: 


a Ta a et sine tiiceniededation $60, 000 
(3) emer eemioeiens found@atiows.... 5 wn ene 11, 000 
cee eeeeenmecnencrennscmenenansn bbb bck dik halnanhsclitr dill 80, 000 
rN a a citi dish inte tik biditimeanbinesbldcdie 220, 000 
rer, oe eee i awa bwihieib eats 50, 000 
17) Mibectric Paci neti cee i ein ins 45, 000 
Cay GEE « TR hk ert tcliinti hdd ersdwetsiabssdunnvnwsis 30, 000 
(1) Fabrication, erection, including ocean freight of three 10,000-barrel 

a hha rh mh hen icin dts bh aw arched ce 18, 000 
(2) Fabrication, erection, and ocean freight of 10-foot steel pipeline to 

ah hh atk ih ict kk ime iieineldismiewaiinn 25, 000 
(3) Purchase and installation of electric equipment required in diesel 

plant to connect to steamplant._....-.._....-...-----...--.--- 10, 000 
Centingency and escalation......................-.-.-...-.-------.- 56, 000 
a ttn dab it chiderdied cdetswddccrmndtiebbimalstaddtedmesinaasts 45, 000 
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DEPARTMENT OF THE INTERIOR 
VIRGIN ISLANDS CORPORATION 
(H. Doe. 58) 


Virgin Islands Corporation, loans to operating fund 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental funds are required to permit the Corporation to enter into 
negotiations in connection with the installation of water distillation facilities 
to prevent the recurrence of periodic emergencies due to chronic water shortages 
in the Virgin Islands. 

JUSTIFICATION 


Authority to borrow $850,000 from the Treasury of the United States is 
urgently requested to permit the Virgin Islands Corporation to undertake imme- 
diately the construction of facilities for the distillation of 250,000 gallons of 
potable water per day, for St. Thomas, V.I., as authorized by the Virgin Islands 
Corporation Act, as amended (Public Law 149, approved June 30, 1949). 

The island of St. Thomas has suffered from a perennially deficient water supply, 
which has on occasion necessitated severe rationing of potable water. In 
recent years it has been necessary to barge supplementary water from Puerto 
Rico at a high cost, through assistance from the U.S. Navy, through purchase 
from private firms, and by a Government-owned barge and tug. The water 
shortage on St. Thomas has delayed and impeded the expansion of the tourist 
industry, which offers the only promise of placing the island’s economy on @ 
fully self-sustaining basis. 

It is proposed, through the use of modern water-distillation methods, to provide 
a permanent solution to the water problem on St. Thomas, using the borrowing 
authority of the Virgin Islands Corporation to provide an adequate potable 
water supply on a business basis. The Virgin Islands government has contracted 
with the Corporation to purchase the water produced at a price which will 
include all costs of operation, depreciation, and interest on investment. The 
Virgin Islands government will be responsible for the retail distribution of the 
water produced through their water system. The savings accruing to the Virgin 
Islands government will amount to more than $4 per thousand gallons of water 
used, based on present estimates of production costs by the sea water distillation 


process. 

The construction of these facilities should be started at the earliest possible 
date. All of the larger manufacturers of sea water distillation equipment have 
indicated that it will take a minimum of 20 months, and possibly as much as 
24 to 26 months to manufacture and erect such a plant once the contract has 
been awarded. If the funds requested are available early in the calendar year of 
1959, it is hoped that the plant would be in operation for the tourist season 
of 1961. Any delay in placing the construction contract will put off the comple- 
tion date until the tourist season of 1962. Such a delay could have a serious 
effect on the growth of the tourist business, and would also mean an additional 
year of importing water at substantially higher costs. 

The expansion of tourist facilities in St. Thomas will be stymied until parties 
interested in hotel developments can be assured an adequate water supply. A 
considerable amount of preliminary planning has already gone into this project, 
and onee funds are assured the award of a final contract could be accomplished 
ina matter of weeks. Considering the need and urgency of the project, it is 
recommended that funds be made available at the earliest possible date. 
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The following statement shows the estimated cost of the program : 


(1) Site preparation including removal of 5,000 cubic yards of rock____ $25, 09 
er anervicmtimeeemeintonns Tasca cesses ac cleesil ts ipi casein asa 75, 000 
OF I In sectnereeccer emai sipreene pipapecoancreeianes Sindee elirsneirasiauen iti 80, 000 | 
i hentinesicinve-se eaters Ges ph ansteeenanemrtoreneamanemenia 400, 000 
a aU  cesensce gy goterinm menepeninenee —_ 
a a cas ase cata remncmdinwoe ms ricaei 20, 
i a coe enanemnn ems 45, 
ne ee eenene 30, 
(3) Fabrication, erection, including ocean freight of three 10,000 barrel 
I sss La ance uneneimsnenle 18, 000 
(4) Fabrication, erection, and ocean freight of 10-inch steel pipeline 
Be Gy DU chins Sittin tee meaemabnemnnn pum enesimoewns ——— 
i el aaah coepinyeieb ciara iemnipwonmnagl adie shaiieetneleiinistd 56,000 | 
ricer ii ntnietiirer Rh thick scale meio eminem eewinwimmerin ts - 45,00 | 
a telrethatenecttaeniarhbelicisbasa a aceesahihstcnanaeninilbin liane tahynirin Diether mise an es csemnen 850, 000 


HOUSE ACTION 


Chairman Haypven. The House disallowed the request for the direc 
appropriation and granted the authority for the Corporation to bor. 
row $125,000 to cover the cost of the preconstruction work on the pro- 
posed facilities. It is my salecendine that this procedure is agree- 
able to the Department, and no request is made for additional fundsat 
this time. 


OvutTpoor REcREATION Resources Review Commission 


Chairman Haypen. House Document No. 58 includes a supple 
mental estimate of $350,000 for the Outdoor Recreation Resourees 
Review Commission. The House Committee on Appropriations rec- 
ommended that no part of this estimate be allowed. However, on the 
floor of the House an amendment providing for $100,000 was agreed 
to. 

I have received a letter from Mr. Laurence S. Rockefeller advising 
the committee that the Commission has adjusted its program for the 
balance of this fiscal year so as not to have to request any additional 
funds at this time. 

Mr. Rockefeller’s letter and the justifications will be included in the 
record. 

(The letter and justifications referred to follow :) 


OvuTDOOR RECREATION RESOURCES REVIEW COMMISSION, 
Washington, D.C., April 2, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.8. Senate. 


Dear SENATOR HAYDEN: Mr. William W. Woodruff has kindly informed 
that the 1959 supplemental appropriation bill, H.R. 5916, will be before your 
committee on Tuesday, April 7. 

For the operation of the ORRRC, H.R. 5916 would provide $100,000, which 
amounts to a reduction of $250,000 from our original request. This is to inform 
you that we have adjusted our program accordingly and are confident that with 
prudent operation, this amount will prove sufficient for the remainder of the 
fiscal year. 

I hope that this information will prove useful to you and the members of your 
committee, and should you have any questions regarding our work to date or 
plans for the future, please do not hesitate to get in touch with us. 

Sincerely yours, 
LAURANCE R. ROCKEFELLER, 
Chairman, 
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QuTpOooR RECREATION RESOURCES REVIEW COMMISSION—SUPPLEMENTAL ESTIMATE 
OF APPROPRIATION, 1959 


APPROPRIATION LANGUAGE 


For an additional amount for the Outdoor Recreation Resources Review Com- 
mission, $350,000, to remain available until expended. 


GENERAL STATEMENT 


“This proposed supplemental appropriation is to enable this newly created 
Commission to initiate the inventory and evaluation of outdoor recreation re- 
sources as directed by Public Law 85-470, approved June 28, 1958. The Com- 
mission’s report to the President and Congress is due not later than Septem- 
per 1, 1961.” (Quoted from H. Doc. No. 58.) 

The Outdoor Recreation Resources Review Commission was created as an 
independent bipartisan agency in the executive branch of the Federal Govern- 
ment pursuant to Public Law 85-470, approved June 28, 1958. It is composed 
of 15 members appointed as follows: 

(1) Two majority and two minority members of the Senate Committee on In- 
terior and Insular Affairs, to be appointed by the President of the Senate; 

(2) Two majority and two minority members of the House Committee on In- 
terior and Insular Affairs, to be appointed by the Speaker of the House; and 

(3) Seven citizens, one of whom has been designated as Chairman by the 
President. 

The day-to-day administration of the Commission is assigned to a full-time 
executive secretary appointed by the Commission. 

The specific functions provided by the act are: 

(1) To conduct a nationwide inventory and evaluation of outdoor recreation 
resources and opportunities, directly and through Federal agencies, the States, 
and private organizations and groups, utilizing to the fullest extent possible such 
studies, data, and reports previously prepared or concurrently in process by 
Federal agencies, States, private organizations, groups, and others; 

(2) To compile such data, and in the light of the data so compiled and of in- 
formation available concerning trends in population, leisure, transportation, and 
other factors to determine the amount, kind, quality, and location of such out- 
door recreation resources and opportunities as will be required by the year 
1976 and the year 2000; 

(3) To make direct payments to States and transfer necessary funds to Fed- 
eral agencies for carrying out such aspects of the review as the Commission may 
determine can best be carried out by the States, or Federal agencies, under such 
arrangements and agreements as are determined by the Commission ; 

(4) To enter into contracts or agreements for studies and surveys with pub- 
lic.or private agencies and organizations; 

(5) To conduct public hearings and otherwise to secure data and expression 
of opinion ; 

(6) On its own initiative, or on request of ‘the President or the Congress, to 
prepare interim or progress reports on particular phases of its review ; 

(7) To recommend what policies should best be adopted and what programs 
initiated, at each level of Government and by private organizations and other 
citizen groups and interests, to meet such future requirements ; 

(8) To present, not later than September 1, .1961, a report of its review, 
a compilation of its data, and its recommendations on a State by State, 
region by region, and national basis to the President and to the Congress. 
. Section 6(c) of Public Law 85-470 provides that the Commission shall cease 
toexist not later than 1 year after presentation of its final report. 


JUSTIFICATION 


Section 8 authorizes the appropriation of $2,500,000 to carry out the purposes 
of the act during the period July 1, 1958, through September 1, 1962. 





218 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


In accordance with preliminary studies of the program the total authorization 
is tentatively phased as follows: 





a cn earn freee cearerennteinenimenisiennn $50, 000 
Proposed supplemental (this estimate) ~______-_-_-------------- 350, 000 

Re NG ei a eh ee wtih hii wide eedawennce ewe 1, 100, 000 
Se TT circa emecldhhiinigpa intcintinhdaienntitabesaberescntowetntotethenasunaicedreree 800, 000 
a a lla ninadsnrattninnniananaenenmmeenncernabeneenatenionranenin 200, 000 
eR icnipnicomnpnciimemanpanmmreperannenemerne 2, 500, 000 


The initial appropriation of $50,000 was made available in the Supplementa] 
Appropriation Act, 1959, Public Law 85-766, August 27, 1958, to enable the 
Commission to meet and formulate its program. This will provide for salaries 
of the executive secretary and three employees on the administrative staff, per 
diem for Commission members, and for limited expenses of travel, communica- 
tions, equipment, etc. To date the Commission has held three meetings to 
formulate its program and is now anxious to pursue the actual process of ip- 
ventorying and evaluating the outdoor recreation resources and opportunities 
of the Nation as directed by Public Law 85-470. 

Accordingly, a supplemental appropriation of $350,000 will be needed as early 
as possible during 1959 to cover salaries for an additional staff of 22 people: 
travel and subsistence expenses of members of the Advisory Council while at. 
tending an initial organization meeting as called for in the act: transportation 
and per diem for the Commissioners while engaged in Commission business; 
expenses of staff members who go into the field to hold hearings: funds for 
hiring consultants who may be called in to supply specialized technical advice 
in regard to compilation of data which is not available through Government 
sources. 

Since this inventory involves obtaining information from all sections of the 
United States, many initial contacts as well as followup will require a substantial 
amount of money for communications. 

While the major portion of the cost of printing and reproduction will come 
later in the program, there is an immediate need for renroduction of certain 
forms to be used in inventorying and collecting data. The Commission is au- 
thorized to make direct payments to the States and to transfer necessary 
funds to Federal agencies to carry out certain asnects of the review. Again, 
the bulk of this cost will come after July 1, 1959, but in some instances a 
portion of this work should begin as soon as money can be made available, as 
the law calls for a report of its review, a compilation of its data, and its 
recommendations, not later than September 1, 1961, on a State by State, region 
by region, and national basis 

The General Services Administration having agreed to perform such functions 
as budget, maintenance of appropriation and accounting records, audit and 
payment of vouchers, preparation of payrolls, procurement of supplies, personnel 
services, etc., is to be reimbursed for these services by the Commission. 

An additional amount is needed for supplies and equipment—typewriters, add- 
ing machines, books, paper, and office supplies. Although space is being provided 
for the Executive Secretary and his staff by GSA, it is necessary to purchase 
certain items of executive furniture such as desks, chairs, conference tables, 
ete. 

As the program gathers momentum, additional Commission meetings will be 
necessary: the Advisory Council is required by law to meet twice each year; 
additional hearings will be necessary ; and contracts will be let for making certain 
types of surveys and compilations. It is anticipated that approximately 32 
more people will be added to the staff in fiscal year 1960 to provide a maximum 
staffing of 58 positions. 


Ovutpoor RECREATION REsourcEs REvVIEw CoMMISSION 


Program and financing 























Presently Revised Increase 
available estimate 
Program by activities: Inventory and evaluation of nation- 
wide recreation resources (total oblieations) _-........--.---- $50, 000 $400, 000 +-$250, 000 
Financing: Appropriation (new obligational authority) -...-.- 50, 000 400, 000 +350, 000 








+8250, 000 
+350, 000 
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ALASKA INTERNATIONAL RAIL AND Highway CoMMISSION 


STATEMENT OF CARL JUNGE, EXECUTIVE DIRECTOR 


PROPOSED AMENDMENT AND JUSTIFICATION 


Chairman Haypen. Next is the International Railway Highway 
Commission, which is seeking restoration of the full $200,000. 

The justification will go in the record. 

(The material referred to follows :) 


Alaska International Rail and Highway Commission 


ENON OP OI nse ere eee neem wn snot hamanmntiensteatintenenide $40, 000 
cig ck ends ar sens Src petageerdivetil cal aig Seinen ec bs nal ds eiaabaeabtalaeal $200, 000 
Employment : 
Average number current appropriation___..____--.--.....--.._-- 2 
I a cia anise dp lig bien en aceenenpsianpnsenipocee 2 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Public Law 884, 84th Congress, approved August 1, 1956, established an Alaska 
International Rail and Highway Commission and authorized $75,000, of which 
$60,000 was appropriated, available until September 1, 1958. The Commission 
started work in October 1957. Public Law 85-601 extended the life of the 
Commission 18 months to March 1, 1960, and increased its authorization to 
$300,000, of which $40,000 was appropriated on August 27, 1958 (Public Law 
85-766). 

It is estimated that $200,000 will be required to contract with a nationally 
recognized research organization to conduct an economic study of the area, 
review its conclusions, and submit the final report to the Congress, relating to 
additional transport needs between continental United States and Alaska. It is 
expected that the Commission will request a short extension to make up for the 
delay in executing the study contract. 


Program and financing 





Presently Revised Increase 
available estimate 





Program by activities: Study of rail and highway route (total 


DD SSeS bbe bn tk od b b= cht btn be nbikn wigan atnds $50, 968 $172, 968 
Unobligated balance brought forward __.............-...-. —18, 605 —18, 605 
Unobligated balance carried forward___.............-.-.--}]..-...-.-_-.-- +78, 000 


Unobligated balance no longer available__...............- +7, 637 +7, 637 
Appropriation (new obligational authority)_.........._- 40, 000 240, 000 
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Object classification 


—  — -rrrrrrr ae 









































| | 
Presently Revised Tnereage 
available estimate (+) or de- 
crease (—) 
——_|— 
se, ed enemenetestarasgenees $25, 256 ce $25, ye ee 
NEE yon ch on sl A wecbennbiei casei biswiceedebwowsestese 12, 562 7,312 —$5, 25) 
CI yo iced ch eee cond earsovbsnwuces 1, 124 1, 196 | ...cascdeaa 
We Ee ae 609 O00 |..... ce 
07 Other contractual services_-.....-----------.------------- 9, 291 136, 541 +127, 250 
CS Dee ONE FRMRTIRDS..2. 5. onic nono cc nce ncn ne ent 384 O04 |.......ccnee 
eae cake tched abkbnpstmectsernkdobhieneent 350 SOD fan. cides 
11 Grants, subsidies, and contributions_-_.................-.-- 1, 392 1, 908 }=.-. ne 
Total obligations...............-..---------------------- 50, 968 172, 968 +122, 000 
Total number of permanent positions_-...........-.-...-.---- Bnastine 4 4 2 
Average number of all employecs-.-----...........-.-----..-.- 3 2 2 
Number of employees at end of year__-.........-.--...------- 4 2 2 
Average salary of ungraded positions..................-.--.-.. $9, 327 $10, 202 $11, 817 
= = — ae = 
Ungraded positions at annual rates over $8,330: 
Se earnest 1 16,000 1 17,500 1 17, 500 
Transportation specialist and staff assistant..............- 1 = 10,535 S 23006 t......cccee 
Ungraded positions at rates less than $8,330. -.......-----..--.- 2 10,775 2 11,715 1 6, 135 
Total permanent positions....................-.-.----.-- 4 37,310 4 40,810 2 23,635 
BE  itedrtatres ctcthgenntyenblnrdnedentedstbe ctemeepore 1 8, 241 2 16,484 45 
Net permanent (average number, net salary) -......-.-- 3 29, 069 2 24,326 2 28,500 
Positions other than permanent: 
neal opeeginedmaianet 70 1,715 
Regular pay above 52-week base. ..............-..-.---.- 70 60 
ee ab ciniceccecettarsttobengsceeavecdnioned 29, 139 25, 256 25, 500 


JUSTIFICATION 


The Commission, consisting of five Members of the Congress, four members 
from the executive branch (Army, State, Commerce, and Interior), and three 
members from the general public (one from Alaska and one from the Pacific 
Northwest), are making a thorough and complete study of the economic and 
nilitary advantages of additional highway and rail transportation facilities be- 
tween the United States and central Alaska, in relation to the economic bene 
fits to be derived therefrom by the United States, Canada, and Alaska, and de 
termining the most feasible routes connecting coastal parts and the cities with 
such facilities. The Commission is authorized to cooperate with Canadian and 
Provincial officials, such meetings to be arranged by the Department of State, 
and to cooperate with any commission or similar body appointed for such pur- 
pose by the Dominion or Province Governments. 

Public Law 884, 84th Congress, was approved on August 1, 1956. Appoint- 
ment of its members was delayed until late in the 1st session of the 85th Con- 
gress, so that the organizational meeting of the Commission was not held until 
July 30, 1957. A small administrative staff was appointed early in October. 
Offices were established at 718 Jackson Place NW. 

The Commission met in Seattle on November 4, 1957, and in Washington, D.C., 
on February 4, 1958. The Commission has met twice with Dominion of Can- 
ada officials in Ottawa. A working level meeting in August 1957 with officials 
of the Department of Northern Affairs and Natural Resources resulted in an 
offer to furnish basic data, maps, charts and aerial photographs. A meeting 
between Commission officers and the Canadian Foreign Minister, the Honorable 
Sidney Smith, and his ministers in January 1958 resulted in an expression of 
good will and a genuine desire to cooperate. 

In answer to the U.S. request that Canada establish a comparable group to 
the Commission, the foreign minister explained that such action would not be 
appropriate at that time. Instead, they have established an interministerial 
body consisting of deputies from every interested department, headed by Mr. 
Cleveland, Department of External Affairs, which has been designated the 
interdepartmental committee. Most of these deputies who are members of this 
committee were present at the Ottawa meeting and are already working on 
resources and transport matters in the north country. 
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gince October 1957, the staff has collected from various civilian and Govern- 
ment sources in both the United States and Canada, a large number of docu- 
ments, reports, studies, and maps relating to the area of interest to the Commis- 
sion. These data have been published in a bibliography listing the title, loca- 
tion, scope, and author of these various documents. This was followed by a 
second edition listing additional documents suggested to the Commission by the 
recipients of the first bibliography. 

The Commission has met with two groups of Province officials. On November 
5, 1957, the Honorable William Bennett, Premier of British Columbia, invited 
the members to Victoria to meet with him and many of his ministers. He was 
frank in his discussion of plans for industrial and transport development in the 
Province. He extended an offer of cooperation and hoped they might work with 
and assist the Commission in its work. The Honorable Gordon Taylor, min- 
ister of highways, Alberta, appeared before the Commission on February 4 in 
Washington to present a brief on Alberta transport capabilities. At its meeting 
in November 1957, the Commission determined the advisability of ascertaining 
the location, availability, and extent of resources in western Canada and Alaska, 
the exploitation of which would be dependent upon improved or additional 
transport facilities. The Commission further determined the need for market 
research to forecast the competitive position in world markets of such resources 
now and until 1980, and the advisability of having this research study performed 
by an independent organization. As a result of this decision, the Commission 
extended an invitation to nationally known research firms and in response 
thereto received 18 proposals. 

The staff provided guidance to these research organizations, made a thor- 
ough and impartial study of all proposals and recommended to the Chairman 
and the Commission the organization that appeared to be most capable to con- 
duct such an economic and engineering study. The Commission met on July 
%, 1958, and approved the selection recommended by the Chairman. 

Public Law 85-601, approved August 8, 1958, extended the life of the Com- 
mission to March 1, 1960, and increased funds authorized to be appropriated to 
$300,000 to enable the Commission to employ the services of a research organi- 
mtion by contract and complete its task. Of this amount, $40,000 was appro- 
priated for fiscal year 1959, which precluded execution of the contract and re- 
suited in the deactivation of the staff and closing the office on September 1, 
1958. A skeleton staff was reestablished on November 15, in preparation for re- 
sumption of full-scale operations early in 1959. 

The revised estimate provides for personal services, travel and subsistence, 
communications, supplies, and fees in payment for services to conduct the 
economic and engineering study. Since lack of appropriated funds to date pre- 
dudes the execution of the study contract (estimated at $135,000), the Commis- 
sion will request the Congress to extend the time to make up this delay. The 
extension is imperative because of the inability of the contractor to complete 
the study in less than 12 to 14 months from the time funds may become available. 
The Commission will require 2 months to correlate the economic and defense 
aspects of the study and approve the final report to the Congress. This exten- 
sion may be accomplished within the $300,000 presently authorized because of 
reduced cost of staff services. The request for no-year appropriation, with funds 
available until expended is desirable because: it is difficult to determine in which 
fiscal year the study contract may be executed; and it is virtually impossible 
to forecast exactly when travel and subsistence funds may he required. Because 
this is a one-time limited project, it is urged that in the interest of sound pro- 
ow this request be included in the fiscal year 1959 supplemental appro- 

tion. 


GENERAL STATEMENT 


Senator Haypen. Senator Magnuson, the Chairman of the Com- 
mission, is a member of this committee, but he is unable to attend 
this meeting. 

You may proceed, Mr. Junge. 

Mr. Joncr. Thank you, sir. 

Mr. Chairman and gentlemen, I am pleased to appear for Senator 
Magnuson today. I would like to say, “Hello,” to Senator Allott who 
sour latest member. In fact, the President appointed him only last 
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week. We have not yet had a chance to acquaint Senator Allott with 
our operations. 
Senator Magnuson’s prepared statement follows: 


STATEMENT OF SENATOR WARREN G. MAGNUSON, ACTING CHAIRMAN, ALAsKa 
INTERNATIONAL RAIL AND HIGHWAY COMMISSION, PRESENTED BY MR. CARL JUNGE 


Mr. Junce. Mr. Chairman and members of the committee, I appear 
before you today wearing one of my other hats, that of Chairman of 
the Alaska International Rail and Highway Commission. I am sure 
that you know the duties and responsibilities of the Commission, but, 
to be sure, let me repeat that the act directs us to make a thorough 
and complete study of the need for additional rail and highway trans. 
portation facilities connecting the United States with central Alaska, 
‘The emphasis is on the economic and military advantages and we are 
directed to determine the economic benefits of additional facilitigs 
to the continental United States, that is the original 48 States, Cana 
and our new State of Alaska. If a need exists, we are directed to 
select those routes and facilities most economically feasible. Last 
but not least, we are directed to determine the location and economic 
feasibility of feeder routes from the coastal cities to the interior. 

I have been active in this effort for 25 years, having been chairman 
of one of three previous commissions and having introduced most of 
the legislation to promote this economic development. Emphasis on 
engineering feasibility and absence of economic benefits in previous 
studies has required this job be redone. This fact has caused the Com- 
mission to set up a stringent set of requirements for the study, the 
answers to which will be the basis of recommendations to the Congress 
for highways or railroads through this north country. While you 
have a set of these 10 requirements before you, let me highlight the 
scope of this project and point out its vital importance to the future 
economic welfare of the only remaining frontier country on this 
continent. 

SCOPE OF PROJECT 


The most vital requirement relating to the future economic prosper- 
ity of this part of the world is to determine the location, availability, 
and extent of resources which are dependent upon transportation 
facilities to get them to world markets. This is the factor which has 
been overlooked in past studies and the major reason why the Con- 
gress determined that this Commisison was essential to the growth of 
this frontier country. This is doubly important now that the new 
State of Alsaka must rely on its own economy to provide government 
services and to prosper. 

Once these resources are located, defined, and measured, it certainly 
is necessary to ascertain what world markets will exist for the next two 
decades and how these products will fare competitively in these 
markets. We cannot afford to pin our development hopes to a dying 
industry. 

As soon as these facts are determined or forecast, we must then esti- 
mate how much of this new tonnage can be handled by present trans- 
port facilities and what additional highways and railroads might be 
required, if any. In order to know these facts, we must estimate costs 
of recommended facilities, operating costs, traffic and transportation 
revenues, increase in national income and other benefits, and all other 
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factors leading to an intelligent interpretation of these data. Only 
after all these facts are analyzed can anyone arrive at intelligent con- 
clusions, which will be the basis of the recommendations to the Con- 

Last but not least, availability of private capital investment in 
such facilities and the type and extent of subsidy required, if any, will 
be ascertained. 

At its first meeting, the Commission considered doing this task in 
one of two ways: first, recruiting a staff of technical people possessing 
the required skills employed directly by the Commission. While the 
act authorizes the Commission to utilize the facilities, information, 
and personnel of the agencies of the executive branch of the Govern- 
ment, the availability of qualified personnel is subject to the approval 
of the agency concerned. Only the most highly qualified and expe- 
rienced personnel would possess the ability to perform these assign- 
ments Most of them would be of short duration, some as little as a 
few days or a few weeks. The selection of such personnel, their 
availability and the coordination of their efforts would extremely 
complicated and difficult. 


EMPLOYMENT OF RESEARCH ORGANIZATION 


The second method considered was to employ the services of a re- 
garch organization accustomed to making economic studies of this 
. While there appears to be a duplication of overhead expense 
and administration in such an arrangement, actually such duplication 
doesnot exist. An overhead of 60 percent of direct salaries and wages, 
quoted by the selected research institute, includes services, such as the 
use of a digital computer, not available in the office of the Commission. 
Such services obtained from other Federal agencies would be too costly. 
Furthermore, administration of a staff employed by the Commission 
would probably result in overhead expenses equal to or exceeding this 
cost estimate. 

After considering the advantages and disadvantages of these two 
plans, the Commission decided that contracting for an economic study 
was the more advantageous and would produce a superior end product. 
In addition to the experience and skills employed in this manner, the 
slection of a highly reputable and nationally recognized institution 
toconduct. this study would assure the Commission and the Congress 
that the recommendations would be impartial and objective, preclud- 
ing any thought of selfish motives or bureaucracy, and the report 
would reflect the national reputation of this institution. 


ECONOMIC INFORMATION 


It should again be emphasized that the information desired in this 
instance is largely economic and not of a technical engineering variety. 
Sufficient information already exists within Government agencies to 
— the highway and railroad engineering data required. What 
es not exist is the know-how to locate and evaluate these resources 
from the multitude of statistics available from Government and pri- 
vate sources and translate them into economic benefits. 

Despite the volumes of statistics published by various Government 
agencies, never before have these data been assembled to provide an 
overall viewpoint on transport needs. Furthermore, data from com- 
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mercial sources obtained by an independent contractor may exceed by 
several times that available from Government sources. : 

If the Congress had wanted only another engineering feasibility 
study stating that it is physically possible to build a highway from 
point A to point B or a railroad from point C to point D, it would not 
have authorized this Commission. The compelling reason for the 
present Commission is to ascertain the economic benefits resulting 
from the exploitation of undeveloped resources during the next 9 
years. Gentlemen, the only manner in which this can be accomplished 
is by an exhaustive economic study. This is exactly what the Commis. 
sion proposes to do and most of the effort and money which has been 
expended has been in preparation for such a project. 

I urge you to provide the $200,000 authorized by the Congress last 
year, to be available until June 30, 1961, in order that the Commission 
may complete its program and prepare an adequate report to the 
Congress. This will be a blueprint of the transport needs of this 
portion of the North American Continent which will provide the 
guide lines to both Canada and the United States for the development 
of this vast, untapped area. 

Like the millions of dollars in gold, copper, and salmon that fol- 
lowed the purchase of “Seward’s Folly” in 1867, the benefits of this 
appropriation will accrue a hundredfold within the lifetime of most 
of us present here today. 

Thank you, Mr. Chairman. 


SIGNIFICANCE OF TERM “INTERNATIONAL” 


Chairman Haypen. What is the significance of including the word 
“International” ? 

Mr. Junor. I believe, Mr. Chairman, that the term “International” 
was included because actually any facilities which would be recon- 
mended to the Congress would be on foreign soil. Outside of that, 
there is really nothing international about the Commission. It was 
created by the U.S. Congress. It is entirely a U.S. body and it is to 
report to the Congress. We do not necessarily need the concurrence of 
any Canadian official. 

Chairman Haypen. To what extent does it depend on Canadian 
efforts? 

Mr. Junee. I believe, Mr. Chairman, that it does not depend too 
much on Canadian efforts. In other words, the study itself is to be 
conducted entirely by U.S. personnel. 


COOPERATION OF CANADA 


We have the cooperation of the Canadians. We would not want to 
proceed without that cooneration. We have made adequate contacts 
with Canadian, British Columbia, and Albert Province officials. We 
have their good will. They have provided us with maps and charts 
and data and we will go to them for much additional data before we 
are finished. 

Chairman Haypen. Well, can you evaluate their participation in 
dollars at the moment ? 

Mr. Junar. No: we cannot. We have not asked the Canadians, and 
I do not believe Congress had it in mind to request the Canadians to 
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share the cost of this study. The act provides that those funds shall 
be supplied by the U.S. Treasury. 


HARD SURFACING ALASKAN HIGHWAY 


Chairman Haypen. Would the need for these additional surveys 
on these highways or railroads be satisfied by our hard surfacing of 
the Alaskan Highway ? 

Mr. Junce. I do not believe so, Mr. Chairman, because if we were 
to favor, for example, Senator Neuberger’s bill, we would preclude 
the necessity for a study. If the Commission were in a position to 
take such a position, we could dispense with the study. I think the 
members of the Commission would agree it would be to someone’s 
advantage to hard surface that highway, but I do not believe to the 
exclusion of the study of other areas that are proposed in our project. 


AVAILABILITY OF SURVEYS AND STUDIES 


Chairman Haypven. The House has referred to a large number of 
surveys, studies, and statistics being available. Why is it necessary 
tomake a statistic study ? 

Mr. Juncr. Well, I think that the Senator’s prepared statement 
touched upon that partly, Mr. Chairman. Despite all of the engi- 
neering feasibility studies that have been completed in the past, there 
has been practically no effort put forth on the following: Where are 
these resources? How available are they? To what extent are they 
there? What benefits will accrue to the Canadian area, to the United 
States, and to Alaska? 

That is the reason I believe the Commission feels that the economic 
side of this proposed study is most important. 


REASON FOR PRIVATE RESEARCH STUDY 


Chairman Haypen. Well, the House committee also referred to a 
large number of Federal employees familiar with the problems of 
Alaska and in view of this available talent, why does the Commission 
have to have this study made by private research organizations? 

Mr. Juner. I believe there are three important reasons for wanting 


| to go outside the Federal agencies on a contract basis: First, it is 


desirable to use an organization that is trained and is in the business 
of making economic studies. Second, I believe that it would be more 
costly to recruit those skills within the Government. For example, 
the selected contractor has a base cost for salaries and overhead on 
professional services, not clerical services, of $1,400 per man-month. 
That is the type of talent that they propose to use in this study. 
When travel and other administrative expenses are added, that reaches 
atotal just under $2,000 per man-month. _ 

My calculations indicate that a grade GS-15 Federal employee’s 
services, plus his retirement, plus the same amount added for travel 
and other types of necessary expenses, would total about $1,875 per 
man-month of effort, Now, that is assuming that we could do the same 
job in the same time. I question whether the Commission could 
actually save the difference between that $1,875 and about $1,975 per 
man-month estimated by the contractor because of their previous ex- 
perience. Third, I believe the reputation and objectivity of a re- 
warch organization would pay dividends to the Government. 
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REASON FOR INCLUSION IN SUPPLEMENTAL BILL 


Chairman Haypen. Now why is it being requested to be included 
in the supplemental bill rather than in the regular budget for 1969) 

Mr. JuNce. Well, I would say that the Commission has been gyb. 
ject to delays ever since its inception, Mr. Chairman. The act op. 
ganizing the body was approved in August of 1956. The member. 
ship was not announced until early in July of 1957, at which time 
there was an organization meeting. Obviously there was only one 
way to get funds and that was to ask for a supplemental from that 
Congress. 

Last year the Commission determined its program, asked for ap 
extension of time, and asked for an increase in authorization, Up. 
fortunately that act was not approved until August 8, 1958. Obyi- 
ously, it was necessary again to immediately go to Congress and 
ask for a supplemental. There was no other way to do the job. 

Chairman Hayven. Senator Ellender, do you have any questions} 

Senator ELLENDER. What have you done with the $100,000 that has 
been made available to the Commission ? 

Mr. Junce. Senator, the original appropriation was $60,000 out of 
$75,000, of which approximately $52,000, was expended. 


ACCOMPLISHMENTS TO DATE 


Senator Ex.enper. What did you accomplish with the expendi- 
ture ? 

Mr. Juncr. We had a four-person staff, Senator, myself and an 
assistant and two girls. During that time we accumulated a tremen- 
dous amount of data. We have recorded that in a bibliography. We 
know pretty well what is happening in that part of the continent. 

Senator ELLENpER. Where did you get that data from ? 

Mr. Junce. That was gathered in Washington from Government 
and civilian sources, and from Canadian Government sources, both 
Provincial and Dominion. 

Senator E.tenper. Then, with the funds that have already been 
appropriated, all you have done is gather data? 

Mr. Junce. No; that is not true. 

Senator E.LLenper. Well, what else have you done? You may 
answer the question fully. 

Mr. Juner. More than 50 percent of the time, up until our de- 
activiation the 1st of September 1958, was spent in following the 
Commission’s stated program and that was to obtain proposals to 
conduct this survey or study. 

Senator ELLenprR. Proposals from whom? 

Mr. Junee. Proposals from civilian organizations to conduct this 
study. We had a total of 18 proposals which were submitted to the 
Commission and the staff spent in excess of 4 months of full time in 
reviewing those proposals to determine what type of organization 
was best qualified to conduct this study. 

Senator ELtenper. That was not in contemplation when the firs 
authorization was made, was it? 

Mr. Junge. No, sir. 

Senator Ex.enper. It just became available as the work pr 
gressed, and you thought it best to have it studied by some private 
organizations ? 
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Mr. Junce. That action was taken by the Commission, not in any 
sense any decision that I made or the staff made. 


FEDERAL PARTICIPATION IN STUDY 


Senator Extenper. Since Alaska has become a State, why does not 
the State undertake this instead of the Federal Government ? 

Mr. Junce. If I may express my personal opinion, I do not believe 
this is a function for a State, because there are benefits not only to 
the State of Alaska, but there are benefits to the others of the 48 States 
and there are certain benefits to the intervening territory of Canada. 

Senator ELLenper. That same argument that it would benefit other 
States, could apply to any survey made in any other State. It strikes 
me that since Alaska has become a State she ought to take this herself 
instead of the Federal Government. That is one of her functions now. 

Mr. June. Sir, I would think of the total area with which the 
Commission is concerned, that less than one-third of that area is with- 
in the new State of Alaska, that two-third of it is within Canada. As 
for the benefits, as little as one-fourth might accrue to Alaska, one- 
fourth to the other 48 States, and as much as one-half to the inter- 
yening area of Canada. 


BENEFITS ACCRUING TO CANADA 


Senator EiLeNDER. Would you repeat that? You say how much 
of it would be Canada ? 

Mr. Junce. Roughly 50 percent. 

Senator Evtenper. Fifty percent of what ? 

Mr. Junce. The benefits, sir, the benefits of any additional trans- 
port facilities that might be the result of our study. 

Senator ELLenpeR. It would benefit Canada that much ? 

Mr. Junce. Yes, sir. 

Senator Ectenper. Was any effort made to try to get Canada to co- 
operate and put. up some money so as to share in the cost of this survey ? 

Mr. Juner. There was a previous Joint Commission, Senator, a 
number of years ago, but as far as I know in this instance there was 
no effort to ask Canada to share in the cost of this study. 

Senator ELtenper. I have no further questions. 

Chairman Haypen. Are there any further questions ? 

Senator Dworsuax. You stated that Canada was not sharing in 
uy cost of this economic engineering study. Is it expected of Can- 
ada since they will share in the potential benefits, that it will share in 
the subsequent construction costs ? 

Mr. Junce. Senator, I believe the best way to answer your ques- 
tion is to state that this Commission is only a study and reporting 
pour. It is not authorized to do any construction work, and there- 
ore any steps looking toward the building of these facilities that may 
be recommended and establishing a formula for sharing costs will be 
a step that Congress will take, if they desire to, after this report. to 
the Commission has been received, studied, and analyzed. 

Senator Dworsnak. All right, thank you. 

Senator Evtenprr. Mr. Chairman, may I ask another question at 
this point ? 

Chairman Haypen. Certainly. 
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CANADIAN PARTICIPATION 


Senator ELLeNper. Why was it, since you say Canada 1s going to 
receive 50 percent of the benefits from this study, that no effort was 
made to get Canada into the picture? You did it before. 

Mr. Juncre. May I defer to Mr. Hoff? 

Mr. Horr. Mr. Chairman, I am administrative assistant to Senator 
Magnuson. 

Senator E:tenper. I think I know the answer, but I want this put 
in the record. 

Hr. Horr. If I could speak for Senator Magnuson on that point, 
I have been close to this whole program from its inception. I think 
the Canadians will contribute in the form of services and cooperation, 
the equivalent of this amount, because whereas they did not set up a 
comparable commission, nonetheless they established within their own 
Dominion Government an Interdepartmental Committee on Pacific 
Coast Transportation. This committee of cabinet officers and sub. 
cabinet officers, will be furnished this information which in total will, 
we think, approximate the amount being requested here. 

Senator ELLENDER. Do you know that to be a fact ? 

Mr. Horr. We know it to be a fact. We have been up there and 
they set up their interagency, intergovernmental committee. 

Senator ELLenpeR. Was there any difficulty in getting Canada to 
cooperate years ago when this original international Commission was 
first organized ? 

Mr. Horr. When that international Commission, the original Inter- 
national Highway Commission was set up, Senator Ellender, of which 
Senator Magnuson, then Congressman Magnuson, was chairman, a 
Commission was set up on this side of the boundary, and a comparable 
group on the Canadian side, each sharing its own finances and its own 
activities. 

Senator ELtenper. In this case, you tell us that the benefits that 
would be derived from the study would inure to the Canadians to the 
extent of 50 percent, and I do not see why in the world you do not get 
them to cooperate and help pay for this, unless you want to end up 
by doing it and letting them have the information because that is what 
is going to happen. 

Mr. Horr. Yes, sir. 

Chairman Hayven. Are there any more questions ? 

Senator Atiorr. Mr. Chairman, I would like to say that reference 
has been made to my recent appointment, and I am sorry I am not 
knowledgeable on this subject. I can only assure this committee that 
as soon as we have a meeting, which we have not had since I have been 
appointed, I will try to address myself to the questions which the 
Senator from Louisiana has asked here. 

Chairman Haypen. Thank you. 


SOUTHEASTERN CONFERENCE OF ALASKA 


Chairman Haypen. A statement from the Southeastern Conference, 
an association interested in developing transportation facilities in 
southeastern Alaska, in support of the request for the Alaska Inter- 
national Rail and Highway Commission will be included in the record. 

(The statement referred to follows :) 
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SOUTHEASTERN CONFERENCE 


AN ASSOCIATION OF CIVIC ORGANIZATIONS INTERESTED IN DEVELOPING TRANSPORTA- 
TION FACILITIES IN SOUTHEASTERN ALASKA 


STATEMENT IN SUPPORT OF AN APPROPRIATION FOR THE ALASKA INTERNATIONAL 
Ratt AND HiGHwAy COMMISSION 


To Appropriations Committee, House of Representatives, Washington, D.C.: 


1, Authority—The Alaska International Rail and Highway Commission was 
ereated by Public Law 884, 84th Congress. 

9, Duties of Commission.—The Alaska International Rail and Highway Com- 
mission was established to study the economic and military advantages of addi- 
tional highway and rail facilities connecting the continental United States and 
central Alaska, to study the most feasible routes of such rail and highway 
transportation facilities in relation to the economic benefits to the United States, 
Canada, and Alaska, and to study possible feeder lines to any proposed routes. 

8. Status of studies —The Commission for all practical purposes has not com- 
menced the studies required under Public Law 884, 84th Congress, because the 
limited funds initially authorized and appropriated have been insufficient 
to carry out such studies. Other than the compilation of a bibliography of per- 
tinent materials in preparation for such studies the Commission’s work remains 
to be done. 

4, Need for studies —Adequate transportation facilities are basic to the devel- 
opment of an area and the lack of railroads and highways has been, and con- 
tinues to be, a retarding factor in the development of Alaska. The lack of such 
facilities also contributes to the difficult logistical problem with which the mili- 
tary is confronted in the construction and operation of installations in Alaska 
for the defense of the United States. 

The single highway route (Alaska Highway) connecting Alaska and the 
other 48 States is obviously inadequate not only from the standpoint of develop- 
ing Alaska’s economic potential but also in the broad national interest of de- 
fense. An adequate system of feeder routes connecting major geographical 
areas of Alaska to this single highway route does not exist. No rail connection 
exists between Alaska and the other 48 States. 

The highway system in Alaska of some 4,000 miles is inadequate to serve 
an area one-fifth the size of the other 48 States. Much of this system is not 
only inadequate to meet basic standards for primary and secondary highways 
but it also fails to serve regions of the State where natural resources await 
development. The military mission in Alaska has changed to the extent that 
those portions of the system built for the primary purpose of serving this need 
are no longer adequate for this purpose. Many areas of Alaska without military 
installations have no highways, and others have only local road systems without 
connection to the primary or secondary highway system or the Alaska Highway. 

The State of Alaska has a variety of minerals, timber, and water resources. 
The development of these resources requires adequate surface transportation 
facilities connecting Alaska with the other States as well as feeder routes into 
major regions within the State. The value of an adequate interstate highway 
system was recognized by the Congress in 1944, and in subsequent years, when 
the National System of Interstate and Defense Highways was initially author- 
ized and which is currently under construction. Alaska was excluded from this 
program although the need both from the standpoint of economic development 
and growth and national defense clearly existed then and today. 

5. Appropriations.—The Southeastern Conference supports and urges the 
Congress to immediately appropriate authorized funds for the Alaska Interna- 
tional Rail and Highway Commission in order that it may promptly undertake 
the studies set forth in Public Law 884, 84th Congress. 

Such an appropriation is also supported by the Alaska State Chamber of 
Commerce, League of Alaskan Cities, and the American Municipal Association. 

Respectfully submitted. 

N. C. BANFIELD, 
President, Southeastern Conference. 
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Letrer FroM SENATOR MAGNUSON 


(Nore.—The following letter was received from Senator Magnuson, 
Acting Chairman of the Alaska International Rail and Highway 
Commission, after the hearings were concluded. It is printed at this 
point in the proceedings at “the direction of the chairman of the 
committee :) 


ALASKA INTERNATIONAL RAIL 
AND HigHway COMMISSION, 
Washington, D.C., April 10, 1959, 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Dear Senator: The following information is submitted to your committee 
in addition to the testimony given on April 7, 1959, specifically in answer to 
the questions posed by Senator Ellender. The first of these had to do with 
the accomplishment of the Commission to date, and the second question related 


to participation by the Canadian Government in the cost of the proposed study. 


ACCOMPLISHMENT TO DATE 


As I stated previously, most of the effort and money which has been expended 
has been in preparation for the conduct of an exhaustive economic study of 
northwest North America relating to undeveloped resources and the transport 
facilities needed to get them to markets all over the world. This method of 
procedure was the considered judgment of the Commission, reflecting the opin- 
ions of its congressional, executive, and public members. Our accomplishments 
to date may be divided into four general categories. 

1. Collection of existing data.—In order to intelligently plan this project 
and carry out the duties directed by the act, it was necessary to first review 
the studies previously made, the conclusions and recommendations submitted, 
surface transportation facilities presently existing and plans currently being 
implemented for improved or additional facilities in the region of responsibi- 
lity. This was accomplished in part at the Commission’s first business meeting 
in Seattle in November 1957, at which time speakers presented a summary of 
transport services available in that part of the continent by rail, highway, and 
air facilities. 

Meanwhile, the staff collected and reviewed all manner of revorts. articles, 
surveys, and documents relating to resources and transportation in the north 
country, which have been published in two issues of a bibiography making 
these documents all immediately available for further reference. <A _ copy.of 
each is attached hereto for your information. 

2. Canadian relationship.—Despite this Commission being a U.S. responsi- 
bility created by the Congress and responsible only to the Congress, the Com- 
mission believes that Canadian relationships are vital to the success of the 
project. As a result, conferences were held with Dominion officials in Ottawa 
upon three occasions. A staff meeting in August 1957, with officials of the 
Department of Northern Affairs and Natural Resources, resulted in an offer 
of basic data, maps, charts, and aerial photographs. In January 1958, the 
Chairman, the Vice Chairman, and the State Department member met with 
the Canadian Secretary of State, the late Sidney Smith, and his ministers to 
acquaint them fully with the program and plans of the Commission. This 
group approved the conduct of the proposed economic studv, the major part 
of which would be carried on with Canadian officials and on Canadian soil. The 
chairman met with these same officials again on July 31, 1958, to advise them of 
the selection of a contractor to conduct the economic study. Meanwhile, the 
Interdepartmental Committee on Pacific Coast Transportation had been ap 
pointed to work with the Commission. 

Realizing the need for contract with Province officials, since some of the 
surface transportation facilities are owned and overated by the Province gov- 
ernments, the Commission met with Premier Bennett, of British Columbia, 
and his deputies in November of 1957. The two groups were entirely in accord 
on the proposed Commission program. The Honorable Gordon Tevlor. Minister 
of Highways of Alberta, appeared before the Commission on February 1958 to 
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present a brief on the transport capabilities of that Province. The Commission 
js assured of complete cooperation of both Governments by their making data 
available for future study. 

8. Establishing the basis of an economic study.—Regardless of what method 
was selected to conduct an economic study, it was first necessary to determine 
the scope of the study to be made by the Commission. As a result, a set of 
stringent guidelines to govern scope and nature of conclusions and recommen- 
dations was adopted. These 10 topics have been the basis of all planning 
since the passage of the bill by the 85th Congress extending the life of the 
Commission and increasing its authorization. 

4, Review and analysis of study proposals.—After careful consideration, the 
Commission determined that the duties could best be accomplished by the em- 
ployment of an outside research organization. In excess of 4 months of staff 
time was occupied in the review and analysis of 18 proposals received as a 
result of invitations issued. This effort resulted not only in the selection of the 
best qualified contractor, but each proposal contributed something to the scope, 
completeness, and overall comprehension of the study to be performed. 


CANADIAN PARTICIPATION 


With further reference to the question relating to Canadian participation 
in the cost of the proposed economic study, it seems logical that planning for 
transportation facilities connecting two parts of a noncontiguous country should 
be the primary responsibility of that country and not of the people occupying 
the intervening area. This is more particularly true since Alaska has become 
the 49th State. While Canada is not contributing directly to the cost of this 
study, it has and will contribute services of more or less equal value. Specifi- 
cally, assistance of the Interdepartmental Committee on Pacific Coast Transporta- 
tion is available to members of the Commission, the staff, and the consultants 
that will be performing the economic study. Resources statistics must be cur- 
rent and sufficiently in detail to provide location, availability, and volume. Much 
of this information will be gleaned from Canadian Government sources. Maps, 
charts, and aerial photographs exist of the entire area of interest in this study, 
all of which will be available to the Commission. The only cost involved would 
be the cost of producing prints for use in the final report. 

Provincial officials have promised that alternate routes shall be considered by 
them in order to provide the shortest practicable route between Alaska and the 
48 States in consideration of the juxtaposition of the resources that might con- 
tribute to the economic feasibility of these facilities. In addition, neither the 
Dominion Government nor the Provincial governments of Canada are awaiting 
the results of the study to proceed with highway construction. British Colum- 
bia, with Federal help, is building the Cassiar-Stewart Highway project to enable 
Cassiar asbestos to be hauled by truck to tidewater. ‘lhis route duplicates a 
portion of the so-called A route recommended by two previous road commis- 
sions. Extensive road improvements and the construction of bridges in the 
Yukon Territory is another example of Canada’s progressive attitude in providing 
new transportation facilities for the development of this north country. The 
recent extension of the Pacific Great Eastern Railway 320 miles north of Prince 
George, British Columbia, to the Alaska Highway is another example of pro- 
gressive planning. 

Mr. Junge did not complete his reasons why we requested a supplemental 
rather than a regular 1960 appropriation. Because the funds appropriated in 
1%8 were insufficient to execute the contract for an economic study, the re- 
maining authorized funds were requested from this Congress. With the con- 
currence of the Director of the Bureau of the Budget, it was decided that a sup- 
plemental 1959 appropriation would assure early action by the Congress, pre- 
duding further delays. Jt would provide needed latitude in deciding in which 
fiscal year obligations would be incurred. Moreover, it is essential to know 
what funds are available and for how long, before a contract for services extend- 
ing over a period of 14 to 16 months may be executed. 

I appreciate this opportunity to further answer Senator Ellender’s questions 
which were directed to Mr. Junge and Mr. Hoff during my absence. 

Sincerely, 


Warren, 
WARREN G. MAGNUSON, 
U.S. Senator, Acting Chairman. 
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DEPARTMENT OF LABOR 


STATEMENT OF JAMES E. DODSON, ADMINISTRATIVE ASSISTANT 
SECRETARY, ACCOMPANIED BY V. S. HUDSON, DEPUTY ADMINIs. 
TRATIVE ASSISTANT SECRETARY 


RESTORATION OF Pay Cost REDUCTIONS 


Chairman Haypen. We understand, Mr. Dodson, the Department of 
Labor’s supplemental estimates for increased pay costs were reduced 
by the House 10 percent on each and every item. The Department is 
appealing for restoration of these sundry amounts and we will hear 
from you, Mr. Dodson, the Administrative Assistant Secretary. I will 
turn this over to Senator Hill at sg? ae 

Senator Hux. The justification for this appeal will be printed in 
full in the hearings, and Mr. Dodson can summarize the effects of the 
House action. 

(The material referred to follows :) 

DEPARTMENT OF LABOR, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D.C., April 6, 1959. 
Hon. CARL HAYDEN, 
U.S. Senate, 
Washington, D.C. 

DrAr SENATOR HAYDEN: Attached hereto is the Department of Labor’s request 
for supplemental funds for 1959 to cover increased pay costs authorized by Public 
Law 85-462. 

We are requesting that the amounts allowed by the House in title II of H.R. 
5916 be increased by $269,000 and that the amounts allowed in title I be increased 
by $66,100. 

As a result of House action in effecting a 10-percent reduction in the amount 
required to meet increased cost in pay a current review of our operations has 
been made. Because approximately 80 percent of the total of salary and expense 
appropriation is for salary costs and the remaining 20 percent being, to some 
extent, for fixed costs such as retirement, rent, and communications, we are 
unable to absorb this reduction without serious impairment to the programs of 
the Department. 

Material has been supplied to the committee which explains, both in summary 
and in detail for each appropriation, the adverse effect of House action on 
authorized program operations if not reversed by favorable Senate consideration. 

Sincerely yours, 
JAMES J. O'CONNELL, 
Under Secretary of Labor. 
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Supplemental appropriations requested for increased pay costs and effect of House 

















action 
rr ee ee eee ee tae ee eee ee ee ee ee ee ee eee 
Organizational unit and account title Amount House Reduction 
requested | allowance 
eS eee es = 
Title II, H.R. 5916: | | 
Office of the Secretary: Salaries and expenses ---_--..---.-- $125, 000 | $112, 500 $12, 500 
Office of the Solicitor: Salaries and expenses. -__- 212, 000 190, 800 21, 200 
Bureau of Veterans’ Reemployment Rights: Salaries and 
SER, foes Stadia natn aesiendduansaccecemasenenessé 46, 000 | 41, 400 4, 600 
Bureau of Apprénticeship and Training: Salaries and 
eh we seuln Asn Cahn adduncas = sansa aewiese nein 325, 000 292, 500 | 32, 500 
Bureau of Employment Security: Compensation Act: | 
Mexican farm labor program _..............--.---.--.-- 39, 000 | 35, 100 | 3, 900 
Salaries and expenses, Mexican (to be derived by | 
transfer from farm labor supply revolving fund) ___-- 130, 000 117, 000 13, 000 
Bureau of Employees’ Compensation: 
NE I ined davanmpeminnecwaneeanss cn 257,000 | 231, 300 | 25, 700 
To be derived by transfer from Longshoremen’s and 
ee ener nccksemesanueren mon 4,100 | 3, 690 410 
Bureau of Labor Statistics: Salaries and expemnses_-------- 595, 000 | 535, 500 59, 500 
Women’s Bureau: Salaries and expenses | -..------------- 44, 000 | 39, 600 | 4, 400 
Wage and Hour and Public Contracts Division: Salaries | 
RI ao ae eeanaadeeuucnaes 917, 000 | 825, 300 91, 700 
PRIN EL: «..ckcanmiinsakeeGce asennad ones aokede 2. 694, 100 | 2, 424, 690 269, 410 
Title I, H.R. 5916: | 
Bureau of Labor Standards: Salaries and expemnses__------ 84, 000 | 75, 600 8, 400 
Bureau of Employment Security: Salaries and expenses - 577, 000 | 519, 300 57, 700 
RN WNES Feo. owndn dea dsgedsh cian addadetanwcnse 661, 000, 594, 900 | 66, 100 
a i isi tc momma nie dao emeeeiio ais 3, 355, 100 | "3, 019, 590 | ” 335, 510 








OFFICE OF THE SECRETARY 


Salaries and expenses—effect of House allowance for 1959 Pay Act costs 


Enacted appropriation 
House supplemental allowance 


Total available under House allowance 


Obligations, July 1 to Mar. 31: 


I I a et 


Nonpersonal services 


$998, 9 
: 207, O07 ‘ 5 


95 


“vd 


$1, 478, 000 
112, 500 


— 1, 206, 000 
Estimated obligations, Apr. 1 to June 30: 
RR OUT IOOG 8 6 ok... oR cise oe knmteanwnn 368, 575 
PG GORVIOOB 58 ig ud chien backs 28, 425 
397, 000 


Estimated total obligations: 
Personal services 
Nonpersonal services 


Restoration requested of the Senate 
1Nonlabor costs estimated for March. 


1, 367, 500 
235, 500 


1, 603, 000 


It would not be possible to effect savings by a reduction in force since (a) 


the average accrued leave per employee is 30 days and (b) a 30-day notice and 
the time it would take to develop and process retention registers plus accrued 
days of leave would exceed the number of days of pay (65) remaining in the 
last quarter of the fiscal year. 

To save the amount of the reduction by the process of furlough would involve 
2% days without pay for every employee in this office. This would be our only 
alternative since there does not remain enough flexible funds (such as travel) 
for the fourth quarter to make up this size reduction. 
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OFFICE OF THE SOLICITOR 


Salaries and expenses—Effect of House allowance for 1959 Pay Act costs 














rn rr hk er nee $2, 431, 000 
House supplemental allowance...................~-....---—.....- 190, 800 
——— 
Total available under House allowance__-__--------------- 2, 621, 800 
Obligations, July 1 to Mar. 31: 
I ns caecubachclnimaneunins $1, 621, 985 
es ccodetebibinienascn 387, 215 
————_ * $2, 009, 200 
Estimated obligations, Apr. 1 to June 30: 
EE EEE ATA OO 555, 5382 
Ce pce censetivenanncen 78, 268 
ee 633, 800 
Estimated total obligations: 
CT iene 2,177, 517 
eos cininneumns ne sobioanmea: 465, 483 
——————-__ 2, 648, 000 
Restoration requested of the Senate__..--.--..-.--------~------- 21, 200 


1 Nonlabor costs estimated for March. 


A review of expenditures for the balance of the fiscal year 1959, for the 
Office of the Solicitor, reaffirms our previous position that it is not possible to 
absorb any deficiency caused by the Pay Act of 1958. 

It is of the utmost importance that the personnel strength of the Office, as 
was planned and budgeted at the beginning of the fiscal year 1959, be achieved 
and maintained to meet the workload developing from the administration of 
new legislation enacted by the 85th Congress. Such activities, which are being 
met without requesting funds for additional personnel during the fiscal year 
1959, are principally concerned with the administration of the Welfare and 
Pension Disclosure Act (Public Law 85-836) and the Longshoremen’s and 
Harborworkers’ Safety Program (Public Law 85-742). In addition, the in- 
crease of enforcement activities of the Fair Labor Standards Act and Davis 
Bacon Act and related statutes have also created a heavy demand on personnel. 

The workload on the administration of the Welfare Pensions Disclosure Act 
will be at its highest peak during the last 3 months of fiscal year 1959 because 
of the April 1 deadline on the filing of plans. The longshoremen’s and harbor- 
workers’ safety program, effective January 1, 1959, is presently at the point 
where hearings have been set to establish safety regulations and codes for the 
various activities. During the last 3 months of fiscal year 1959, three hearings 
have been scheduled to be held in New York, San Francisco, and New Orleans 
to consider regulations governing ship repairing. In the field of enforcement of 
labor standards the amount of cases has more than doubled in 1958-59 over 
Previous fiscal years. 

Any plan of reduction in force or furlough of personnel to absorb any part 
of the deficit created by the Pay Act of 1958, is impossible at this late date. 
In the Office of the Solicitor, in addition to the administrative time prescribed by 
law, terminal leave averaging 26 days per employee would have to be paid. This 
combined lapse of time to terminate prsonnel by reduction in force would create 
an obligation greater than the regular salaries for the same personnel during 
the last quarter of the fiscal year. Furloughing of personnel for a_ sufficient 
length of time to meet the deficit would require a loss of 3 days for each employee 
which would cause a morale problem. Such action would also completely disrupt 
the office programing by causing a loss of approximately 1,000 man-days of work. 

The only alternative adjustment for absorbing any part of the cost created 
by the Pay Act of 1958 is through the reduction of nonpersonnel costs. Of these 
various items of expense, travel and printing are the only ones that may be 
adjusted at this late date. The Office of the Solicitor does not have sufficient 
funds allocated for the remainder of the year to travel and printing to meet the 
deficit and the minimum irreducible costs occurring in these categories. Travel 
expenses by this office are principally allocated to the regional offices where the 
enforcement program is discharged. Printing funds are principally for the 
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roduction of briefs submitted in court. The courtwork is handled entirely in 

the field and this fiscal year’s records show the largest caseload being carried 
since the enactment of the Fair Labor Standards Act of 1938, r As of March 1, 
1959, there were 809 cases pending in the various Federal district courts. rhis 
number of cases attributes to the heaviest court docket, for the balance of this 
fiscal year, ever experienced by this Office. Any reduction, at this time, of travel 
or printing costs would curtail the appearance of attorneys in court and cause 
the postponement or dismissal of the cases now prepared for trial. Such action 
would not only have a drastic effect on the Department's program, but would 
also create an extraordinary burden on the already overtaxed functions of our 
Federal court system. 


BUREAU OF VETERANS’ REEMPLOYMENT RIGHTS 


Salaries and expenses—Effect of House allowance for 1959 Pay Act costs 


I  ttecentennerenninneremeenenneperingnanrines nalelsiaaionaivigaiaisenteieciaiatls $542, 000 
Dn aeneentn! SI0WERCO...... nnn nnn nbewia tees 41, 400 
Total available under House allowance_____---.___-_-_-_-_ 583, 400 
Obligations July 1 to Mar. 31: 
NN, OE a os eddies le a $350, OSS 
i nia ae * 89, 504 
—————-_ 439, 592 
Estimated obligations Apr. 1 to June 30: 
i an ees ean nines 117, 743 
NNN ee eno arptigeamen meses 30, 665 
——_———__ 148, 408 
Hstimated total obligations : 
Neen ne peep aees renaeecn cation 467, 831 
i 120, 169 
————_ 588, 000 
Restoration requested of the Senate___-..______--.__---_. 4, 600 


1Nonlabor costs estimated for March. 


A reduction in force would cost rather than save funds since (a) it would 
take at least 10 workdays to establish a retention register; (b) employees are 
entitled to a notice of 30 calendar days and (c) a lump-sum payment for ac- 
cumulated leave (an average of 3314 workdays in this Bureau). Therefore, with 
this process, employees would have to be paid in excess of the number of work- 
days (65) remaining in the last quarter of this fiscal year. 

If leave without pay was resorted to, it would require placing all 63 employees 
ina furlough status for 2.8 days to make up the deficit. 

In the nonpersonal service category, it would require no travel or the ground- 
ing of 27 people for 5 weeks. This would result in postponing actions in securing 
reemployment rights for veterans and increase the problem and caseload in 1960. 
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BUREAU OF APPRENTICESHIP AND TRAINING 


Salaries and expenses—effect of House allowances for 1959 Pay Act costs 





ik casas ie iiarpeb bomen $3, 700, 000 
area iii Saueepniwaemepe * 292,500 
LS 
Total available under House allowance__..-....-------_-~-- 3, 992, 500 
Obligations July 1 to Mar. 31: 
I cea $2, 447, 351 
I On cub emetaninntened 603, 571 
a 3, 050, 922 
Estimated obligations Apr. 1 to June 30: 
7 des 2s Relea 821, 574 
INO TO iach eo detesiniabinticl 152, 504 
974, 078 
Estimated total obligations: 
I scasanmabieaomemanen 3, 268, 925 
OUND CERWIN ce cerens ii ereisens vines 756, 075 
we 4, 025, 000 
Restoration requested of the Senate___----_--------------~------ 32, 500 


A reduction in force would be impractical. At least 10 days would be re 
quired for the establishment of a retention register; employees are entitled to 
30 days notice with a lump-sum payment for accumulated leave. Average leave 
accumulation is 36.4 days. This would make a total of 76.4 days to be paid 
each employee separated which would extend beyond the end of the fiscal year, 

To absorb this deficit, forced leave without pay would require 2.6 days fur- 
lough for each employee. This would cause a serious morale problem. 

If the Bureau has to meet the reduction it will be accomplished by post- 
poning personnel services, printing and binding, and travel, withholding ex- 
penditures of $4,400 for personal services, $8,000 for printing and binding, and 
$20,100 for travel. These postponements are particularly serious in what is 
customarily the most productive quarter of the year. Although the field staff 
planned to provide service to at least 25,000 industrial establishments during 
the quarter, a reduction of approximately 10,000 establishments would have 
to be made and which would create serious consequences. 


BUREAU OF EMPLOYMENT SECURITY 


Compliance activities, Mexican farm labor program—Effect of House allowance 
for 1959 Pay Act costs 


ou saaeibrieieseme aun sraepeseenvonaenn $480, 600 














ee ne cremep rene teeeree ier psieantnepeapn seneonnen se 35, 100 
Total available under House allowance_____-_-_____-_________ 515, 700 
Obligations July 1 to Mar. 31:7? 
getters ecco encore enereermrarin $287, 100 
I ieee eweowretinnmecnne 96, 000 
—— 383,100 
Estimated obligations Apr. 1 to June 30: 
Ne nee e en en eemaweune 98, 400 
na eonwienin recente 38, 100 
136, 500 
Estimated total obligations: 
Nene ra enw owen es 385, 500 
i  ceeenesmnenes 134, 100 
— 19, 600 
Restoration requested of the Senate_.._....................__.____- 3, 900 


1 Estimated for March. 
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In order to run a reduction in force, it would be necessary to establish a reten- 
tion register. This would take at least 10 days. In addition, employees are 
entitled to a 30-day notice together with their lump-sum payment for accumu- 
jated leave. The average accumulated annual leave on March 1 was 38 days. 
There are only 65 workdays left in the last quarter of this fiscal year. Each 
employee separated could cost more than to retain him on the rolls for the bal- 
ance of the fiscal year. 

If a nonpay furlough was resorted to it would require placing all 68 employees 
jn a nonpay status for 2.3 days to make up the deficit. This would create a 
gerious morale problem. 

In the nonpersonal service category, if no travel were authorized for the 
equivalent of 2 weeks, the deficit could be met. Any stoppage of travel would 
pring the program to a stop in the field. We would not be able to make about 
500 investigations of complaints raised by Mexican nationals and the Mexican 
consuls in relation to wages, housing and feeding facilities, and other working 
eonditions of Mexican nationals. This would result in postponing work and 
puilding up backlogs. In addition, this would seriously affect our friendly 
relations with the Mexican Government. 


BUREAU OF EMPLOYMENT SECURITY 


Salaries and expenses, Mexican farm labor program—Effect of House allowance 
for 1959 Pay Act costs 


ce maeeciopoag netTenipabesenedes pasiancrabsninimo eumiahownlarnas $1, 550, 000 
1 so nr ses neste nee enone esis 117, 000 
Total available under House allowance_______________________ 1, 667, 000 
Obligations July 1 to Mar. 31:* 
Neen ee sis enh aa aonoe seaasageiianee $1, 025, 800 
I, NCO OU i igo ei mnenereercaic orem cies icra 254, 300 





—— 1,280,100 
Estimated obligations Apr. 1 to June 30: 


NTO, Sac e le Si tlie tint eainake 326, 800 
INERT, UMN a. ots en es ie ere ares 73, 100 
Estimated total obligations: 
emer Merveees.. ot ot ee eeu al ek 1, 352, 600 
emoumen  SOrvereee coco ie i 327, 400 
——————_ 1, 680, 000 
Restoration requested of the Senate____________---__-___-___----- 13, 000 


1 Estimated for March. 


In order to rum a reduction in force, it would be necessary to establish a reten- 
tion register. This would take at least 10 days. In addition, employees are en- 
titled to a 30-day notice together with their lump-sum payment for accumulated 
leave. The average accumulated annual leave on March 1 was 38 days. There 
are only 65 workdays left in the last quarter of this fiscal year. Each employee 
separated could cost more than to retain him on the rolls for the balance of the 
fiscal year. 

If a nonpay furlough was resorted to it would require placing all 247 em- 
ployees in a nonpay status for 2.7 days to make up the deficit. This would cre- 
ate a serious morale problem. 

In the nohpersonal service category, if no travel were authorized for the equiv- 
alent of 5 weeks, the deficit could be met. However, this would require a stop- 
page of all fieldwork in connection with the recontracting of about 3,000 Mexi- 
fan nationals. This means that the workers would have to be returned to the 
centers for recontracting at great expense to employers. In addition, about 
10,000 extensions and terminations of contracts would have to be done by mail, 
Which would build up a backlog of complaints. We would not be able to comply 
with the terms and conditions of the international agreement with Mexico and 
the work contract. 
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The reception centers and migratory stations have been put on a straight 49. 
hour workweek. A scheduled 22,000 contracts of Mexican workers on 3 successiye 
Saturdays has had to be canceled and rescheduled during the regular workwee, 
at great inconvenience and added expense to employers. 


BuREAU OF EMPLOYEES’ COMPENSATION 


Salaries and expenses-—Effect of House allowance for 1959 Pay Act costs 





| | 





























| 
Direct Authoriza- 
| appropria- | tion by Total 
| tion transfer 
| 
Rh ee aree morn ae 
Enacted appropriation or transfer __- | $2, 810, 600 $47, 400 $2, 858, 000 
House supplemental allowance-__- | 231, 300 3, 690 | 234, 990 
Total available under House allowance - - -- 3, O41, 900 51,090 | 3, 092, 990 
Obligations July 1, 1958, to Mar. 31, 1959: a ee a 
Personal services---- 1, 955, 926 29, 518 1, 985, 444 
Nonpersonal services. -- i 1 368, 586 1 6,025 | 374, 611 
Total. | 2,324, 512 | 35, 543 | 2, 360, 055 
| = ——== ——- SSS 
Estimated obligations, Apr. 1 to June 30, 1959: i | — 
Personal services ---- - - pxicses ee 7 635, 329 | } 10, 063 | 645, 392 
Nonpersonal services -. -- | 107, 759 :, 3, 029 | 110, 788 
_ ae Fs 743, 088 | 13, 092 | 756, 180 
(———S—S|S—|»«s_ ————SSqYX—&saina—n————_— 
Estimated total obligations: | 
Personal services-_-- s ‘ 2, 591, 255 | 39, 581 2, 630, 836 
Nonpersonal services_---- De tacs hice sae aad 4 476, 345, 9, 054 485, 399 
TE ca pece nies een >> _ 3,067, 600 48, 635. 3, 116, 235 
Restoration requested of the Senate. 25, 700 | 0 25, 700 








1 Nonlabor costs estimated for March. 


Note.—The above funds are not interchangeable and any savings under the longshore rehabilitation 
program must be returned to the trust account. 


To absorb this amount of money in 3 months will result in drastic curtailment 
of necessary functions of the Bureau. A reduction in force at this time is not 
feasible because it could not be initiated before April 1 and the time required to 
set up retention registers and issue notices to affected employees added to the 
required 30-day notice of separation plus average accumulated leave of 27 days 
to be paid will result in employees being paid as many or more days than remain 
in the fiscal year. The only other solutions are: a 3-day furlough without pay, 
thereby creating resentment and morale problems or enforcing the following 
measures : 

Elimination of all investigator travel except local travel. This will result in 
delayed investigation of from 300 to 400 cases and will in turn create a backlog 
of cases to be adjudicated. This backlog will delay payment of compensation 
in these cases, thereby creating unwarranted hardships on injured employees 
and their dependents. 

Postponement of all formal hearings under the Longshore Act until after 
July 1, thereby saving on stenographic reporting services and travel of Deputy 
Commissioners, and the elimination of all medical examinations under the Long- 
shore Act. These actions will create a backlog of cases to be adjudicated under 
this act and its extensions and will result in delayed payment of comnensation 
and unnecessary hardships for these injured employees and their families. 

Delay printing of compensation forms supplied to Government establishments. 
This will result in reducing requests for forms from other establishments which 
in turn could result in delayed reporting of injuries. This also will delay pay- 
ment of compensation to injured employees. 
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BUREAU OF LABOR STATISTICS 


Salaries and expenses—Effect of House allowance for 1959 Pay Act costs 


a a atten osm eotanoep me neoipamemben $7, 424, 500 
nn, CN Sacco nee ewe nee 535, 500 
Total available under House allowance_________--_________- 7, 960, 000 
Obligations July 1 to Mar. 31: 
2 Bt Se eee $4, 407, 393 


ener Mer vICON ee 11, 8538, 254 
———————_ 6, 260, G47 





Estimated obligations Apr. 1 to June 30: 
nen eee ee 1, 451, 887 
Nonpersonal services______-_-- ee ee ee 306, 966 
se 1, 758, 853 








Estimated total obligations: 


on en Se ee 5, 859, 280 
ie Ane 28 a a ne eee 2, 160, 220 
—————_ 8, 019, 500 
Restoration requested of the Senate____._.___.-______..____________ 59, 500 


1Nonpersonal services cost estimated for March. 


The action of the House reduced the funds provided for pay increase costs 
from $595,000 to $535,500, a reduction of $59,500. This amount can be saved only 
by stopping work that is underway or by withholding printing of data that are 
now ready or will be ready for publication before the end of the year. 

It is too late in the year to effect any saving by a reduction in force. Establish- 
ment of retention registers would take at least a week and a half, administrative 
decisions concerning “bumping” and final determination as to those employees 
who would be separated would take at least another week and a half, advance 
notice of 30 days to those affected and cash payment for accrued leave averaging 
over 25 workdays, wou’4 cost in total more than the salaries for the last 8 months 
of those affected. 

Another means of saving $60,000 would be to furlough all of the Bureau’s em- 
ployees for 3 days without pay. This obviously would have an extremely adverse 
effect on operations, relations with other agencies and the public, and on employee 
morale. 

Much of our data on prices, wages, construction, ete., is obtained by agents in 
the field. If this reduction in funds stands, it will be necessary to stop supervi- 
sion and collection of some of these data and attempt to utilize the personnel in 
regional offices. This is a very inefficient procedure and would result in substan- 
tial loss to the Department and the public. We will also stop the publication of 
various reports which are ready for issuance. These reports are principally in 
the fields of prices, wages, and employment. 


38932—59—— 16 
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WAGE AND Hour DIVISION 


Sularies and exapenses—Effect of House allowance for 1959 Pay Act coste 














teenie mies einem neenesmensanierecsecusiinaibtese $10, 500, 000 
Menes SUDDIementR! BUOWANCC...<... neers eee nnn 825, 300 
Total available under House allowance__._..-----------~--- 11, 325, 300 
Obligations, July 1 to Mar. 3, 1931: 
I a cminenivmiermrmemininecnien $6, 776, 400 
I ses sevenimremnponmeerane niainanien 1, 882, 800 
———_ | 3. 
Estimated obligations, Apr. 1 to June 30: 
EE ee 2, 265, 500 
NIN cas esieinianesicscercn occas inate 492, 300 
—_—_ 2, 757, 800 
Estimated total obligations : 
Ie apaeenisanee 9, 041, 900 
i aces eich inensienceis maeimininienins 2, 375, 100 
——__ 11, 417,000 
Restoration requested of the Senate_.....---.--.---------------- 91, 700 


The Wage and Hour Division has been operating under an employment freeze 
since last July in order to hold its supplemental needs to $917,000. They have 
already reduced staff by 54 employees and plan to further reduce staff this year 
by an additional 22 employees and continue to effect every possible economy. 

The required savings of $91,700 cannot be effected through reduction-in-force 
actions because (a) it requires at least 10 days to establish retention registers, 
(b) departmental policy requires a 30-day-notice period, and (c) the average 
lump-sum leave payment would be approximately 35 days’ pay. Therefore, it is 
quite evident that reduction in force is not the solution, since there are only 
65 workdays in the remaining quarter of this fiscal year. 

Furloughing employees is not a practical solution because such action would 
require complete cessation of all wage-and-hour activities for at least 3 full days. 
This would substantially impair the Division’s operations and seriously hurt 
employee morale to administratively force them to take leave without pay. 

The proposed 10-percent cut can only be made by reducing travel, which repre- 
sents only 7 percent of the wage-and-hour appropriation (85 percent is for per- 
sonal services and the remaining 8 percent for other fixed charges). Savings in 
travel will be at the direct expense of the enforcement program. 

A. Investigators will have to be “grounded.” 

B. Enforcement effectiveness would be substantially curtailed during the next 
38months. This time lost could never be regained. 

C. Several hundred complaint investigations would have to be deferred or 
passed over completely. 

D. Child-labor investigations and violations which affect the well-being and 
safety of many thousands of youngsters would be deferred or passed over com- 
pletely. 

E. Many hundreds of thousands of dollars—probably a million dollars or 
more—in violations of the minimum-wage and overtime provisions would be 
passed over. The 2-year statute of limitations would cancel out violations for- 
ever. 


F. Many thousands of employees would be denied payment of wages legally due 
them. 

G. Safety and health standards under the Walsh-Healey Public Contracts Act 
could not be enforced in hundreds of firms. 
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WOMEN’S BUREAU 


Salaries and expenses—Effect of House allowance for 1959 Pay Act costs 





I incr ereiecnncnininsrectneneee en egeensshcatamenetymemeenpmemsn~ietpr $462, 000 
House supplemental allowance____._--______ eae ee eee 39, 600 
Total available under House allowance_______________--______ 501, 600 


Obligations, July 1 to Mar. 31: 
ROSS EE EE ae a 
I = A tlds deinibenniioica ae * 86, 095 
———— 386,504 
Estimated obligations, Apr. 1 to June 30: 





i to lie 102, 391 
NII TICE PR NIIIOR ONS fo Se eines 17, 105 
: ——_——— 119,406 
Estimated total obligations : 
I es Sn RB 402, 800 
Nonpersonal services______ pee as att Ae Se BT a Be 103, 200 
; —_—_—_—. 506, 000 
magneton’ requested of the Senate. ........_..:... 4, 400 


i Nonpersonal service costs estimated for March. 


If the cut in the amount provided for pay act costs is not restored, the 
Women’s Bureau will have to reduce program operations in the last quarter 
of the year. A reduction in force is impractical because the savings which 
might otherwise accrue from such action would, this late in the fiscal year, be 
offset by the terminal leave payments due employees. If a furlough, or period 
of leave without pay, were resorted to, it would require all employees to be 
placed on leave for approximately 3 days. This would be demoralizing and 
would hit the hardest those employees who could least afford it—those in 
the low-wage brackets who have heavy family responsibilities. 

The Bureau has one vacancy for which recruitment has been underway. 
This is a professional position in the Division of Women’s Labor Law and Civil 
and Political Status and is a key job in the production of the series of pamph- 
lets on the legal status of women in the individual States—a series widely used 
as reference materials by labor groups, legislators, and women’s and civic 
organizations. Under the cut in funds for pay act costs, the position will have 
to remain vacant, thus delaying indefinitely the issuance of those important 
publications and impending Bureau services on such subjects as equal pay. 

The only other savings which could be made through curtailment of operations 
would be in the two categories of travel and printing. To curtail travel would 
mean that some commitments already made for the last quarter of the year would 
have to be canceled. Two commitments relate to earning opportunities forums 
on which considerable advance planiiing his already been done by local organi- 
zations—one in Texas and one in New York State. Groups in several other cities 
in the Midwest, the South, and the Middle Atlantic States have requested that 
Bureau representatives consult with them in planning forums for the early 
summer. In addition, field programs related to the shortages of nurses and 
teachers, the older worker, youth counseling, and many other aspects of the 
Bureau’s work would have to be halted. 

The printing funds available for the remainder of the year total only $6,600, 
which is less than the amount the Bureau actually needs to reproduce some of 
the reports and pamphlets which are now nearly ready for the printer. These 
include bulletins on women in science—a shortage occupation—women in retail 
trade, a report on the first jobs of college women, a bulletin on hours laws af- 
fecting women workers, and a compilation of State minimum-wage orders. If 
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any or all of these were postponed to next year it would mean that program piang 
would have to be changed to provide for the additional printing which would 
be required next year. The Bureay’s total printing budget of $25,200 is a modest 
one, and it would not permit the publication of additional reports next year. 

Savings could not be effected in other nonpersonal service costs which are 
either mandatory (such as retirement contributions, taxes, etc.) or are too 
small to provide for the potential! deficit. 


Fiscal year 1959—RBudgeted positions versus full-time employment 









































] | | 
Bureau | Budgeted) July | Aug- | Sep- | Octo- | Novem-| Decem- | Janu-| Feb. 
positions | | ust itember; ber ber ber uary | ruary 
eee cart ane aniseed add 
| | | | | eae 
Office of the Secretary-.....-. 1s7| 195! 184! 185 | 185 | 183 | 1s2| 184 185 
Office of the Solicitor__.._____- 329| 313} 313] 312] 312! 318 | 321 | 319] 399 
Bureau of Labor Standards- 271 112}; 110] 107] 110] 114 | 119 136 141 
Bureau of Veterans’ Reem- | 
ployment Rights -.._...-- : 64 65 | 64 | 65 65 | 65 | 65 | 62 6) 
Bureau of Apprenticeship and 
IR ceteiw tee 498 481 | 484 481 | 484 | 481 | 483 | 484 482 
Bureau of Employment Se- i | 
ees $41 | 776] 850| 850| 851 | S01} 800} 80K | og 
Mexiean Farm Labor Pro- | 
LE 319 319} 315 | 319); 319 319 | 306 | 309 307 
Bureau of Employees’ Com- | | 
pensation ..........- ee aia 466 470 | 469 467 | 458 | 454 | 450) 450 445 
Employees’ Compensation 
Appeals Board ._____--__.-- 11 | 10 10 10 | 10 | 10 10 | 10 10 
Bureau of Labor Statistics ___- 958 967 954 950 | 936 | 935 928 930 92) 
Women’s Bureau. ----__-- ape 61 59 59 | 59 | 59 58 | 56 5B 
Wage and Hour and Public 
Contracts Division _._._.._- 1,358 | 1,371 | 1, 364 | 1,349 | 1,347 | 1,847 | 1,381 | 1,327 | 1,326 
—s ae eee ee an aes <_< —— 
Ms be ik. te 5, 363 5, 129 | 5,176 | 5,154 | 5,136 | 5,086 5, 053 5,071 | 6,060 
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GENERAL STATEMENT 


Senator Hix. All right, Mr. Dodson, proceed. 

Mr. Dopson. The enacted increased pay cost to the Department of 
Labor is $3,486,100. Of this amount, we are absorbing $113,000 by 
administrative action. This leaves a total of $3,355,100, of which 
$3,221,000 requires direct appropriation and $134,100 to be derived by 
transfer from trust funds. : 

The House allowed $3,019,590, of which $120,690 was to be derived 
by transfer from trust funds. This results in a 10 percent reduction, 
We are requesting the Senate to restore $335,100, of which $13,000 
would be derived by transfer from trust funds and the balance of 
$322,100 by direct appropriation. 


EFFECT OF 10 PERCENT REDUCTION 


A 10 percent reduction in an appropriation when it is made in the 
fourth quarter is, in effect, a 40 percent reduction. 

In general, personal service costs amount to about 80 percent and 
nonpersonal service costs average 20 percent of total salary and ex- 
pense appropriations. So, any kind of appreciable reduction would 
ordinarily have to be largely applied to personal service costs, 

Section 9(b), Public Law 85-462, strongly indicates that it was 
not congressional intent to require any absorption of authorized pay 
increases either by separation from service or by ordering leave with- 
out pay. 

Actually, it would not be possible, at this late date in the year, to 
effect any dollar savings through reduction in force. In the fourth 
quarter there remain 65 days for which employees would draw pay. 
It is the policy to give 30 calendar days’ notice under termination 
proceedings. Average accrued terminal leave per employee is 30 days. 
It would take 10 to 15 days to develop retention registers and issue 
notices of termination. This adds up to an average of more days of 
pay that a terminated employee would draw than if he actually re 
mained on the payroll for the entire fourth quarter. 

If leave without pay was resorted to, it would require that each 
employee be on leave without pay for an average of 2 or 3 days some 
time during the fourth quarter. It does not seem equitable, nor was 
it the intent of Congress when it passed legislation increasing salaries, 
to require employees to contribute toward their pay increase through 
loss of pay. 

This leaves the area of nonpersonal service costs as perhaps the only 
remaining source of curtailment to absorb the House reduction. Such 
items as rents, communication, retirement are fixed items of expense 
and are irreducible. In salary and expense appropriations there 
remain travel expenses and printing costs as the only avenue of 
retrenchment. 


CURTAILMENT OF OPERATIONS 


We have carefully reviewed the program commitments for the 
fourth quarter with respect to both travel and printing. The effect 
of curtailment, or postponement, of operations in either area is docu- 
mented for each appropriation in the attached material. Shown 
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below, are some examples of the effect of this kind of curtailment at 
this time of the year: 

(1) Postponement or dismissal of pending court cases under the 
Fair Labor Standards Act resulting in adverse effect on wage earners. 

(2) Delay in securing reemployment rights for veterans seeking 
toreturn to prior employment. 

(3) Jeopardize relations with the Mexican Government since we 
would be forced to curtail investigations of complaints about housing, 
wages, and so forth, and immeasurably slow down or postpone recruit- 
ment of Mexican workers with a resulting increase in expense to 
American growers. 

(4) Delay in payment of authorized compensation benefit payments 
to those covered under the Federal Employees Compensation Act. 

(5) Curtail collection of such vital statistics as price data for the 
Consumer Price Index. 

(6) Adversely effect the collection of back wages due workers under 
the Fair Labor Standards Act. 

For these reasons the Department is requesting that the Senate 
restore the full amount of the House reduction for added costs au- 
thorized by the last session of Congress. 

That completes my statement, Mr. Chairman. 

Senator Hin. What you have told us, Mr. Dodson, is that we could 
not save any money insofar as personnel i is concerned; is that right? 

Mr. Dopson. That is right. 

Senator Hinz. And the only way any money might possibly be 
saved would be through these items of travel and printing and if 
you did that you w ould then have negated the services that you are 
carrying on; is that right ? 

Mr. Dopson. Yes,sir. It would be a bad investment. 

Senator Hiri. And even if this action were sustained this year it 
would have to be recaptured to the extent possible next year and that 
would cost more money to perform these services next year than this 
year; would it not ? 

Mr. Donson. That is right, sir. 

Senator Hin. Are there any questions? 


REASON FOR HOUSE ACTION 


Senator Dworsnak. I would like to ask Mr. Dodson how the House 
justified this if this presentation were made to the committee over 
there. Did you present these facts when you appeared before that 

u 
Mn Dopnson. The House Appropriations Committee did not hold 
hearings on the pay increase items contained in title 2 of the bill. 

Senator DworsiaKx. You do not know why the House made this 
move so that absorption could be made? Is that essentially what they 
stipulated ? 

Mr. Dovson. Of course, Senator, they made a similar reduction in 
most agencies of the Government. 

Senator Hixx. Is it not true, too, that a number of the other de- 
partments of the Government in supplemental bills such as these, the 
funds we are now considering did not receive any cuts? 

Mr. Dovson. There were three agencies of the Government that I 
recall that did not get any cuts. 
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Senator Hiti. They received no cuts? 

Mr. Dovson. That is right. They are State, Justice, and, Health, 
Education, and Welfare. 

Senator Hity. Should there be any difference in what you would get 
and what they would get as a matter of principle ¢ 

Mr. Dopson. I have no basis to rationalize the action of the House 
with regard to that action. 


Bureau OF EMPLOYMENT SECURITY 
TEMPORARY UNEMPLOYMENT COMPENSATION 


Senator Hitt. The committee has just received today a supplemen- 
tal estimate for “Temporary unemployment compensation,” Bureau of 
Employment Security, Department of Labor, which proposes the ex- 
tension of the period of availability of the appropriation made for 
this purpose in Public Law 85-457, approved June 13, 1958, from 
April 30 to September 30, 1959. 

The justification for this item will be inserted in the hearings and 
Mr. Dodson, the Administrative Assistant Secretary, will summarize 
it for us. 

(The justification referred to follows :) 


SUPPLEMENTAL ESTIMATE 


“The appropriation granted under this head in chapter II of the Act of June 
13, 1958 (Public Law 85-457), shall remain available until September 30, 1959, 
for carrying into effect the provisions of the Temporary Unemployment Com- 
pensation Act of 1958, as amended.” 


Public Law 85-457 provided an appropriation of $665,700,000 for the cost of the 
Temporary Unemployment Compensation Act of 1958, enacted June 4, 1958. 
Public Law 86-7, enacted March 31, 1959, extended the temporary unemployment 
compensation program until June 30, 1959, for individuals whose eligibility for 
benefits was established prior to April 1, 1959. The present appropriation is 
adequate to provide funds for this extension but expires on April 30, 1959. This 
proposed provision is to extend the period of availability of the existing appro- 
priation until September 30, 1959. While benefits will not be paid for weeks of 
unemployment commencing after June 30, 1959, funds will be required after that 
date for proper liquidation of the program. 


EXPLANATION OF LANGUAGE CHANGE 


The extension of the Temporary Unemployment Compensation Act to June 30, 
1959, will require considerable work after that date to terminate the program. 
An outline of the work to be performed by the States and by the Bureau is as 
follows: 


A. States 

1. Continuation and completion of work necessary for all claims filed within 
the statutory period. 

2. Liquidation of the program including such activities as analyzing and sum- 
nmarizing data, making reports on the program, storage and disposition of rec- 
ords, ete. 


B. Federal 


1. Reviewing cases in appeal that are not decided until after June 30, 1959, 
and interceding with States on such decisions. 

2. Intercede with States to insure that all pending TUC claims are properly 
disposed of in accordance with the law. 

3. Interceding with States to insure that action is taken to collect overpay- 
ments, and that adequate investigation and prosecution activities are carried 
on with respect to fraudulent overpayments. 
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4. Following up with States on evaluations to insure that recommendations 
in the evaluations, particularly with reference to payment of TUC when State 
or other Federal benefits were available. This is for the purpose of insuring 
that any improper payments are adjusted and proper TUC benefits reported. 

5. Directing and interceding with States in the proper disposition of records. 

6. Closing out benefit and administrative accounts of the States and returning 
gnused funds to the U.S. Treasury. 

7. Certifying to the U. S. Treasury the total TUC costs by States to serve as 
a basis for increasing the tax on employers in such States in the event these costs 
are not repaid by the States by 1963. 

g, Analyzing and summarizing State reported TUC data and making reports 
on the operation of the TUC program. 


Explanation of cost estimates 

















——— s og F E ae a 7 ee ee ee eee 
| Estimated | Estimated | Total 
| Appropria- | obligation | obligation | estimated 
tion under cur- under pro- | obligation 
rent law posed law 
sil ae —| iol ~3 | = 
INE 6 once ns weccianmeaconscsecncee | $640, 000, 000 | $456, 500, 000 $75, 000, 000 $531, 500, 000 
State administrative cost...-.------------------| 25, 100, 000 2, 014, 686 2, 750, 000 14, 764, 686 
Federal administrative cost -.-.----.----------- | 600, 000 | 330, 800 150, 000 | 480, 800 
ee Ses renee ee | 665,700,000 | 468,845,486 | 77,900,000 | 546, 745, 486 
| | 





Benefit costs 

Based on experience through January 1959, it is estimated that on April 1, 1959, 
about 753,000 persons will have filed at least their first claim under the Tem- 
porary Unemployment Compensation Act of 1958, will not yet have exhausted 
their benefit rights, and will be potentially eligible for benefits in the April—June 
quarter. Of this number, it is estimated that 265,000 will be in compensable 
status on April 1, 1959, an additional 140,000 will be in compensable status 
some time before July 1, 1959, and 348,000 will receive no benefit payments during 
the quarter. 

The 405,000 estimated beneficiaries are expected to draw benefits an average 
of 6 weeks in the April-June quarter. Through the end of January benefit pay- 
ments were made for an average of 9 weeks per beneficiary. However, since 
some of the beneficiaries will have received some of their benefits prior to the 
1st of April, it can be expected that the average duration of benefit payments 
in the April—June quarter will be shorter than the experience in the program 
to date. 

The average benefit payment is estimated at $31 per week. This is based on 
experience in the program through the end of January. 

Thus, the 405,000 beneficiaries, drawing benefits an average of 6 weeks at $31 
per week, will receive about $75 million in unemployment compensation. 


Administrative costs 


State administrative costs are estimated at $1,750,000 through June 30. This 
is based on the estimate that benefits will be claimed for 2,480,000 weeks in the 
April-June quarter at an average cost of about 71 cents per week. The cost 
factor is based on experience in the program through the end of December (68 
cents) ; it takes into account the fact that the average State salary rate is slowly 
rising. 

Continuation of State administrative costs after July 1 is estimated at $1 
million. This is for continuation of the work necessary to complete disposition 
of all claims filed within the extended statutory period, and for liquidation of 
the program including such activities as analyzing and summarizing data, mak- 
ing reports on the program, storage and disposition of records, ete. 

Federal administrative costs are estimated at $150,000. This includes $75,000 
for continuing full-scale operations through June 30 and $75,000 for activities 
hecessary after July 1 to assure proper disposition of all claims remaining un- 
settled as of that date and termination requirements. See explanation of lan- 
guage change for a description of termination requirements. There is con- 
templated a gradual reduction in the staff assigned to this program to take place 
during the months of July, August and September. 
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EXTENSION OF AVAILABILITY OF FUNDS 


Mr. Dopson. Sir, I have a very brief statement. 

This request does not involve the appropriation of any additional] 
funds but extends the availability of unexpended funds to September 
30, 1959. Public Law 85-457 provides an appropriation of $665,. 
700,000 for the cost of the Temporary Unemployment Compensation 
Act of 1958, enacted June 4, 1958. Public Law 86-7, enacted March 
31, 1959, extended the temporary unemployment compensation pro- 
gr am until June 30, 1959, for individuals whose eligibility for benefits 
was established prior to April 1, 1959. The present appropriation 
is adequate to provide funds for this extension but expires on April 30, 
1959. This proposed provision is to extend the period of availability 
of the existing appropriations until September 30, 1959. While bene- 
fits will not be paid for weeks of unemployment commencing after 
June 30, 1959, funds will be required after that date for proper liquida- 
tion of the program. 

Further detail has been included in the justification supplied the 
committee concerning the operations and status of this appropriation, 

Senator Hiiu. This is the estimate to take care of the additional ex- 
penses that occurred under the act which Congress passed just before 
the Easter recess, is it not? 

Mr. Dopson. That is correct. 

Senator Hux. That is for temporary unemployment compensation, 

Mr. Dopson. Yes, sir. 

Senator Hiri. Are there any questions? 

Senator DworsHax. I have no questions. 

Senator Hitt. Thank you very much, Mr. Dodson. 


UNEMPLOYMENT COMPENSATION FOR VETERANS AND FEDERAL EMPLOYEES 


We had a supplemental estimate in the amount of $41,200,000 for 
unemployment compensation for veterans and Federal emnplovees, but 
the House allowed only $40 million, a reduction of $1,200.000. 

The committee has received a letter from the Denartment indicating 
that more recent experience indicates that the House allowance will 
be adequate, and is therefore not seeking restoration of the House cut. 

We will insert the letter and certain portions of the justifications in 
the hearings at this point. 

(The material referred to follows:) 


DEPARTMENT OF LABOR 
OFFICE OF THE UNDER SECRETARY, 
Washington, D.C., April 6, 1959. 
Hon. Cart HAYDEN, 
U.S. Senate, Washington, D.C. 


Dear Senator Haypen: Attached hereto is the Department of Labor estimate 
for supplemental funds for the Bureau of Employment Security to cover the 
cost of benefit payments to ex-servicemen authorized by Public Law 85-848. 
H.R. 5916 as passed by the House allows $40 million of the $41.200.000 re 
quested. More recent experience, than was available when the estimate was 
constructed, indicates that the House allowance will be adequate. 

Sincerely yours, 
JAMES T. O'CONNELL, 
Under Secretary of Labor. 
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DEPARTMENT OF LABOR 


Unemployment compensation for veterans and Federal employees, Bureau of 
Employment Security 


I esr comsato comsrasines silaninesianlrenenesesmenapiosdrurstsnekeirasenen $120, 800, C00 
I ey icy cotnccnpctnrshabntintarnn mn iovinct ncocianign ethics ceneecesnesale 4, 097, 132 
nn ee ee ue 124, 897, 132 
Actual State expenditures throewgh Feb. 28__..--.--------_--___- 96, 620, 689 
Unobligatec balance available Mar. 1.-.----.----.-..___ 28, 276, 443 
Estimated State expenditures for March_--_~--~---_____________ 17, 100,000 
Unobligated balance available Apr. 1_-----____________-_-_ 11, 176, 443 
ET No a cscs ee since $16, 800, 000 
EG cei Boccia sone eoestndeisen es imriermiercsaete 15, 800, 000 
RE NORIO on ieee heme ancemmintes menaced 14, 700, 000 
INN oo ea ls ant es lps nd homeo ere roo ceo 3, 876, 443 
—————._ 51, 176, 443 
aagitional amount: requested._......-... 5... 40, 000, 000 


EXPLANATION OF LANGUAGE 


The additional funds are needed for unemployment compensation payments 
to unemployed ex-servicemen. The payments were authorized by the last Con- 
gress (Public Law 848 approved Aug. 28, 1958) and were first made early in 
November 1958. 

The Congress has not yet appropriated funds specifically for this program. 
In order to provide interim financing of these additional benefit costs, the Con- 
gress in the Independent Offices Appropriation Act, 1959, provided for the 
merger of the appropriations, “Unemployment compensation for veterans” and 
“Unemployment compensation for Federal employees.” 


Amounts available for obligation 


I ENON SRT NONE) << ROM cst chains earners naira sovee $120, 800, 000 
Revised estimate for new program legislation, benefit payments au- 

thorized by the Ex-Servicemen’s Unemployment Compensation 

RORERER... BREESE ASSET Arti oss  soiescs ca teenie en isigaenissm nip 41, 200, 000 


I eee Raia 162, 000, 000 


Obligations by activity 








Description 1959 enacted | 1959 revised | “upplementa’ House 
ippropriation| estimate estimate allowance 





1, Unemployment compensation for Federal 
emplovees.___- S 


ce SWE nn las Wis cena $64, 100,000 | $63,000,000 | —$ 
2, Unemployment compensation for ex-service- 


— 


, 100, 000 —$2, 300, 000 





RES en. Se ee ory A eae SOS ea 55, 000,000 | +55, 000,000 | +55, 000, 000 
3. Unemployment compensation for veterans 56, 700, 000 44, 000, 000 | —12, 700,000 | —12, 700,000 
Total direct obligations __....-.---------- 120, 800, 000 | 162, 000, 000 | +41, 200,000 | +40, 000, 000 


BurEAU OF EMPLOYMENT SECURITY 


Obligations by objects 





1959 enacted | 1959 revised |Supplementa!| House allow- 








appropriation| estimate estimate ance 
tte ein ene nD 
Il Grants, subsidies, and contributions---_....] $120, 800,000 | $162,000, 000 |+$41, 200, 000 $40, 000, 000 
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Summary of changes 








SSS Sree 
| Requested | House 
| allowanes 
eel Snieiak aesiieinn | 7 |- 
Nee nt cl pieneunnawiieil | $120, 800, 000 $120, 800, 000 
Revised estimate for fiscal year 1959___._..__...-.------------ aocecenel 162, 000, 000 160, 800, 000 
a alae EE gd iis ae Sia Sa ae eee yikes | +41, 200, 000 +40, 000, 000 
Unemployment compensation for Korean veterans_-___......--4 Oi ae —12, 700, 000 | —12, 700, 000 
Improved economic conditions in 1959 are expected to reduce by 
about 16,600 the number of new claims filed by unemployed Korean 
veterans, and to reduce slightly the average number of weeks of | } 
unemployment claimed. In addition, about 16,100 Korean veterans | 
are expected to file claims under the new ex-servicemen’s program 
instead of the Korean veterans’ pregram. The percentage of weeks 
compensated has been reduced from 95 to 92 percent based on 1958 
experience. <0 
Unemployment compensation for Federal employees - -------- —1, 100, 000 —2, 300, 000 


Based on 1958 experience the estimate of initial claims has been 
decreased from 210,000 to 202,000, and the percentage of weeks com- 
pensated has been raised from 92.5 to 94.5 percent. 

Unemployment compensation payments to ex-servicemen under the new 
program enacted on Aug. 28, 1958 (Public Law 85-848) Cees 


+55, 000, 000 i. _ +55, 000, 000 


Teen ed +41, 200, 000 | 4-40, 000,000 


' 











EFFECT OF HOUSE ACTION 


In the unemployment compensation program for Federal civilian employees 
it has been estimated that there will be an average of 40,400 benefit payments 
per week. The effect of the House action will be to reduce this number to an 
average of 39,600 benefit payments per week. Recent experience indicates that 
the House allowance will be adequate. 


REvISED Bupcrr REQUEST FOR UNEMPLOYMENT COMPENSATION FOR VETEBANS AND 
FEDERAL EMPLOYEES 


GENERAL STATEMENT 


Public Law 848 of the 85th Congress, approved August 28, 1958, amended 
title XV of the Social Security Act. This law provided for a new permanent 
program of unemployment compensation for ex-servicemen similar to the cur- 
rent program of unemployment compensation for civilian employees of the Fed- 
eral Government. To provide initial funds for the new program, appropria- 
tions already enacted for the current fiscal year for unemployment compensa- 
tion for veterans and unemployment compensation for Federal employees were 
merged into a single appropriation account by an amendment to the Inde 
pendent Offices Appropriation Act (Public Law 844, 85th Cong., approved 
Aug. 28, 1958). This amendment provided for the use of available funds to 
finance the new program until the Congress could act on a supplemental request. 

For 1959 the Congress appropriated $56.7 million for the unemployment con- 
pensation for veterans program and $64.1 million for the unemployment com- 
pensation for Federal employees program for a total of $120.8 million. Based 
on recent experience, it is now estimated that only $44 million will be required 
for the unemployment compensation for veterans benefits and $63 million for 
the unemployment compensation for Federal employees benefits, a reduction of 
$13.8 million which is available for the new program. 

It is estimated that $55 million will be required to pay benefits under the 
new program. However, since $13.8 million is available from currently appro- 
priated funds only $41.2 million in additional funds is needed for 1959. 

Under the new program benefits are paid eligible ex-servicemen on the basis 
of cash and equivalent wages earned while serving in the Armed Forces in 
accordance with the terms and conditions of the applicable State unemploy- 
ment insurance law. These benefits are paid by State employment security 
agencies under agreement with the Secretary of Labor. 

Ex-servicemen who entered the Armed Forces after January 31, 1955 (also 
those with earlier service whose latest separation from active duty occurs after 
October 27, 1958) are eligible for benefits if they meet the requirements of the 
applicable State unemployment insurance law. The law also specifies that the 
ex-serviceman must have served for at least 90 continuous days and be separated 
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for reasons other than for bad conduct or under conditions other than dishon- 
orable in order to be eligible for unemployment compensation. 

Ex-servicemen whose periods of service include service covered by the unem- 
ployment compensation provisions of the Veterans’ Readjustment Assistance Act 
of 1942 (periods of service entered into prior to February 1, 1955) but are sepa- 
rated after October 27, 1958, are eligible for unemployment compensation under 
the new program of unemployment compensation for ex-servicemen. However, 
ex-servicemen who were separated prior to October 28, 1958, and who were eligi- 
ple and filed a claim for unemployment compensation under the provisions of the 
Veterans’ Readjustment Assistance Act of 1952 will continue to draw benefits 
under that law. 

This program is administered in substantially the same manner as the unem- 
ployment compensation program for Federal civilian employees. The latter pro- 
grain is also administered by the States under agreements with the Federal Gov- 
ernment. A claim by an ex-serviceman is processed under the unemployment 
insurance law of the State in which he first files his claim after his most recent 
release from active service. The amount of wages upon which an ex-serviceman’s 
benefits are computed, are determined by the State from schedules issued by the 
Seeretary of Labor specifying the remuneration for each pay grade. Such wages 
reflect. representative amounts for appropriate elements of military pay whether 
ihcash or in kind. Duplication of benefits is prevented by the law by prohibiting 
payments of any period covered by mustering-out pay or other terminal leave 
payments, or by an education, training or subsistence allowance. 


SALARIES AND EXPENSES, BUREAU OF EMPLOYMENT SECURITY 


Senator Hitt. We had a supplemental estimate in the amount of 
$630,500 for “Salaries and expenses, Bureau of Employment Secu- 
rity,’ of which $577,000 was for increased pay costs, and $53,500 was 
for the additional administrative costs attributable to the recently 
enacted legislation providing a permanent program of unemployment 
compensation benefits for ex-servicemen. 

The House allowed the full amount sought for the administrative 
costs of the Ex-Servicemen’s Unemployment Compensation Act of 
1958, but reduced by 10 percent the funds sought for the increased 
pay costs. We will insert in the hearings the material presented to 
the committee in support of the Department request for restoration. 
Mr. Dodson has already testified in behalf of other items appearing in 
title II of the bill for increased pay costs and his comments with re- 
spect to those items are equally applicable to this item. 

(The material referred to follows :) 


DEPARTMENT OF LABOR, 
OFFICE OF THE UNDER SECRETARY, 


Washington, D.C., April 6, 1959. 
Hon. CARL HAYDEN, 


U.8. Senate, Washington, D.C. 


Dear Senator Haypden: Attached hereto is the Department of Labor estimate 
for supplemental funds to cover increased pay costs authorized by Public Law 
85-462 and for costs of administering the ex-servicemen benefit payment. program 
authorized by Public Law 85-848. The House allowed the full amount of $53,500 
for administration of the ex-servicemen program. 

However, with respect to pay increase costs, the House disallowed $57,700 of 
the $577,000 requested for this purpose. The attached material explains in 
detail what actions we will have to take if this reduction must be absorbed. Ina 
separate letter on pay increase costs I have commented on the effects of this 
action as it applies to all “Salary and expense” appropriations. Specifically, in 
this activity, travel expenses would have to be reduced. Among other effects, 
this would seriously impair our efforts to (a) achieve basic improvements in 
State unemployment insurance programs while State legislatures are in session, 
(b) assist the States of Pennsylvania, Louisiana, Delaware, Indiana, Maryland, 
and Kentucky in evaluating the actuarial soundness of their reserves for benefit 
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payments, and (c) attain more placements of older workers, physically handj. 
capped workers, and domestic migrants. 


It is requested that the reduction of $57,700 be restored by the Senate. 
Sincerely yours, 


JAMES J. O'CONNELL, 
Under Secretary of Labor. 


Amounts available for obligation 









































Enacted appropriation, eae el ete iatetnteciinnepesrneahutienernes $6, 519, 600 
Revised estimate for— 
Pay act costs authorized by Public Law 85-462_______________- 577, 000 
New program legislation—Federal administration of Ex- Service- 
men’s Unemployment Compensation Act of 1958 authorized by 
a aden tere nce entree nner eg meee aren 53, 500 
REE acdc utiles arte encce is aompnerepe mengeeen anes 7, 149, 500 
Obligations by activities 
Spitting | at 
1959 enacted | 1959 revised Supplemental House 
appropriation estimate estimate allowance 
Description aI 
| r 
Posi-| Amount | Posi-}| Amount | Posi-| Amount | Posi-| Amount 
tions tions | tions | tions | 
a iia etre ies 5 eet 
| | | - 
1. Veterans placement service -..--.-- | 141)$1, 145, 800 141/|$1, 246, 400! ae | +3100, a | +$90, 540 
2. Farm riacement service-.-.....--.- 30} 257, 100 30} 278, 600) ___._. a TO aoe | +19, 360 
3. Collection and interpretation of | | 
labor market information. ------ | 102) 743,300) 104) 815,600) +2) +72,300) +2) +65,800 
4. Assistance in maintaining public | | | | 
em loyment services_-.....-..--- 111; 851,100) 111; 928,600)....-- | tt BOD sana +69, 700 
5. Unemployment insurance service | 117| 878,700} 125) 1,003, 800! +8) +125, 100 +8} +117, 
6. Field guidance, financing and | 
auditing of State operations....-| 241} 2,086,000) 241) 2,269, 000)....-- +183, 000)__..._ +164, 700 
7. Executive direction and manage- | al 
SE ere ae ae 212, 200} 24| 230, 400)_..... |} +18, 200).-.... +16, 400 
8. Central administrative services - --} 65| 344, 800 65) 377, 100)-.-...| +32, 300)-_._.. +29, 100 
Total direct obligations. ------ i) 6, 519, 000| 841] 7,149,500, +10) +630, 500/ +10) +572, 800 
' | 
' ! ' 
Buredu oF EMPLOYMENT SECURITY 
Obligations by a 
1959 enacte a | 1959 revised |Supplemental| House allow- 
| appropri: ation) estimate | estimate ance 
aa cscs lin tesiscnincpina — —“j OL pol encieailes -| oases 
Total number of permanent positions---_-_-.-.--~- 831 841 | +10 | +10 
Average number of all employees_-__.......----- | 795 801 +6 | +6 
01 Personal services... ---..-..----- tied hes eS $5, 302, 600 | $5, 878, 300 | +$575, 700 | +3560, 700 
62 Travel. ....... 1 RE 432, 500 | 443, 300 | +10, 800 —40, 900 
03 Transportation of things.._____-__. et 9, 700 | 9, 700 None | None 
04 Communication services - - w-ee---] 125, 000 | 125, 500 +500 | +500 
05 Rents and utility services.........-..-...-.- 900 | 900 None | None 
06 Printing and reproduction hee oe 142, 200 144, 200 | +2, 000 +2, 000 
07 Other contractual services__---.-....-....-- 48, 200 | 48, 300 | +100 +100 
Services performed bv other agencies.---_-- 56, 600 | 61, 700 +5, 100 +5, 100 
08 Supplies and materials_-.-................-..- 47,100 | 47, 600 +500 | +50 
09 Equipment Eee dense eebansacue 17,000 | 17, 000 None None 
11 Grants, subsidies, and contributions. __._-- 335, 400 | 371, 200 +35, 800 | +85, 800 
1§ Taxes and assessments.-.-_..............-... 1, 800 1, 800 None | None 





—E ee | —__——$—$—$—$ 





Total direct obligations. __.............-- 6, 519, 000 7, 149, 500 4-630, 500 +572, 800 
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Summary of changes 





Requested House 


} allowance! 
i opines Cigactnineicemcsicin iapeoele ts -<--|—--—— + -| _-___ —— 
Enacted appropriation Se talaiaiaiaiaiieiaieiiaieieete $6, 519, 000 | $6, 519, 000 
Revised estimate for fiscal year 1959__-_-_---.---_--- Tidtdecn wares saci 7, 149, 500 | 7,091, 800 


| 
Supplemental estimate_--.--------- ie thee dainiee eee sae +630, 500 | +572, 800 
Mandatory items: For increased pay costs under Public Law 85-462 mctenaol +577, 000 | +519, 300 
Program increase items: For 10 new positions to finance Federal administra- | | 
tion of Ex-Servicemen’s Unemployment Compensation Act of 1958 author- | 
ised by Public Law 85-848__.-.-...--.---.------ i ia net 


+53, 500 | +53, 500 
! 


EFFECT OF HOUSE ACTION 


In order to run a reduction in force, it would be necessary to establish a 
retention register. This would take at least 10 days. In addition, employees 
are entitled to a 30-day notice together with their lump-sum payment for 
accumulated leave. The average accumulated annual leave on March 1. was 
88 days. There are only 65 workdays left in the last quarter of this fiscal 
year. Each employee separated could cost more than to retain him on the 
rolls for the balance of the fiscal year. 

If a nonpay furlough was resorted to it would require placing all 809 employees 
ina nonpay status for 2.5 days to make up the deficit. 

The only other alternative would be to practically eliminate travel for the 
equivalent of 2 months. However, this would mean that during this period 
practically no contacts could be made with the State agencies by the national 
and regional office staffs to evaluate State operations in connection with their 
1960 financial requirements. Technical advice to three State agencies on 
installation of electronic data processing equipment could not be furnished. 
These three States have made tentative commitments to obtain this equipment 
but Bureau review of the feasibility of the equipment and advice on program- 
ing procedures is basic before firm orders can be negotiated. 

Most State legislatures are meeting this year and almost all unemployment 
insurance legislative proposals are under consideration. Field work is required 
to assist State agencies in presenting their proposals. This fieldwork will have 
to be curtailed, if not completely canceled under this reduction. This is of 
extreme importance because these State legislatures, in the main, will not meet 
again until 1961. Also many States are concerned about the actuarial sound- 
ness Of their reserves for benefit payments. Six States will need field assistance 
with their solvency studies. These trips will have to be canceled. We would 
have to postpone our intensified efforts to improve the State employment service 
operation necessary to attain more placement of workers, especially in the field 
of older workers, physically handicapped, youth, and domestic migratory farm- 
workers. We would also have to stop field audits of granted funds currently in 
process, postponing them until next fiscal year. This would create a serious 
backlog. We would not be able to insure more nearly full employment of 
migrant domestic agricultural workers. This is largely an interstate problem 
in which the Federal Government has a major role and is especially urgent 
during the spring months. The Veterans’ Employment Service representatives 
would not be able to work with State agencies to protect veterans’ rights. 


SALARIES AND EXPENSES, BUREAU OF EMPLOYMENT SECURITY 


EXPLANATION OF FUNDS REQUIRED FOR UNEMPLOYMENT COMPENSATION FOR 
EX-SERVICEMEN 

Unemployment insurance service 

Public Law 848, 85th Congress, approved August 28, 1958, amended title XV 
of the Social Security Act. This law provided for a new permanent program 
of unemployment compensation for ex-servicemen. The Congress adjourned 
before making any funds available for administering this new program. The 
Bureau of the Budget approved a reapportionment of the 1959 appronriation on a 
deficiency basis in the amount of $53,500. This deficiency reapportionment was 


reported to the Congress as required by subsection (a)(1)(B) of title 31, 
United States Code, section 665, as amended. 
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The new program of unemployment compensation for ex-servicemen covers 
beneficiaries who are not covered by the unemployment compensation for veter. 
ans’ program. The two programs differ as to program and procedural require. 
ments. It is, therefore, necessary to operate the two programs separately since 
one is not an extension of the other. 

At the present time, 16 employees, 8 professional and 8 clerical, are working 
on the new program. Of these 16 employees, 6 were transferred from the 
unemployment compensation for veterans’ program because of the decrease of 
these activities. This transfer reduces to 10 the number of positions requesteq 
in this supplemental. 

The unemployment compensation for ex-servicemen program will involve the 
payment of about $55 million in benefits during fiscal year 1959 and about $43 
million for administrative expenses by the State agencies which will operate 
the program under agreements entered into with the Secretary of Labor. 

This program can operate efficiently only if the processing and supplying of ip. 
formation and other data by the Armed Forces is geared into the operating 
program requirements of the State agencies. This meshing of Federal military 
data processing with State unemployment compensation requirements is compli- 
eated by the great variations among the States in both State law provisions 
and procedures. 

The Bureau responsibilities are: 

1. Armed Forces.—(a) Continuous work with various defense agencies on 
determining rates of remuneration for each grade of ex-serviceman. 

(b) Securing terminal leave data for each ex-serviceman leaving the service 
and claiming benefits. 

(c) Securing dates of days of lost time covering period of service of each 
ex-serviceman claimant. 

(d) Completing and following up on arrangements with separation centers 
of each of the armed services to provide information to ex-servicemen as to their 
rights under this law. 

2. Veterans’ Administration.—(a) Consummating agreements with the Vet- 
erans’ Administration for the adjudication of ex-servicemen’s claims as to the 
reasons for separation ; for the checking of claims for concurrent payments under 
education and training allowance programs; and for providing other services, 

3. U.S. Department of Justice—Negotiating and obtaining agreement with 
the Department of Justice on the criteria governing the prosecution of cases of 
alleged fraud detected by the State agencies. 

4. Regulations and procedures.—(a) Issuing rules and regulations interpret- 
ing the law, governing not only the provisions of the agreements with the See- 
retary but also the operations of Federal and State agencies. 

(b) Developing, issuing, and following upon operating procedures governing 
the determination of benefits payable, accounting for Federal funds, program 
reporting, and relations of State agencies to Federal military and Veterans’ 
Administration establishments and the D~-partment of Justice. 

5. Installation of Program and Training.—(a) After development of regula- 
tions, procedures, and the agreements, the installation of the new program will 
be accomplished by— 

(1) Regional meetings throughout the country involving the attendance 
of about 300 people; 

(2) Assistance to the States in development of training materials, pro 
cedures, forms, etc, ; 

(3) Participation, where needed, with States in the actual training of 
the more than 20,000 State staff members who will be involved in carrying 
out the program ; 

(4) Participation, where needed, in conferences conducted by military 
and Veterans’ Administration establishments in the installation of their 
phases of the program. 

6. Day-to-day operations.—(a) Review and evaluation: 

(1) Review State procedures and forms to insure conformity with Federal 
law, regulations, State agreements, and Federal procedures. Recommend rem- 
edial action to obtain conformity and, where needed, provide assistance in the 
field in the revision and installation of State procedures. 

(2) Conduct field evaluations of operations in each State shortly after the 
beginning of the program and periodically thereafter to insure operating effic- 
ency and conformity with approved procedures. Where necessary, this will be 
followed by fieldwork to obtain remedial action with regard to State, central and 
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jocal Office operations and relations with military and Veterans’ Administration 
establishments and the Department of Justice. 

(3) Intercede for State agencies, with military establishments and the Vet- 
erans’ Administration in connection with operational problems, and with De- 

ent of Justice on matters involving fraud and prosecution. 

(b) Central control file: To prevent duplicate filing of claims by the same 
ex-servicemen in more than one State and to prevent filing of claims under both 
the UCV program and the new program, it is essential to maintain a central 
control file in the Bureau. This file will receive a record of each initial UCX 
daim, review it, and interfile it with all other UCV and UCX records. All 
control cards, as received, must be scanned for completeness, conformity of 
service serial number to branch of service in the Armed Forces, legibility and 
date of separation from active service for possible omissions or errors. Further- 
more, it will be necessary to make date comparisons to insure that claimants 
do not exhaust UCX benefits and again claim under UCV. Other comparisons 
also will be necessary that have not been necessary in the past, thus complicating 
the filing operation as well as increasing correspondence. 

Under the UCV program prior to July 26, 1958, it was necessary to check 
control cards only for completeness and possible duplication. After July 26, 
1958, UCV centrol cards must be checked also for possible expiration of the 
syear limitation. 

Under the UCX program, control cards must be checked for completeness, 
possible duplication, and to assure that the service fell within the base period 
of the State involved and that UCV benefits have not been paid based on the 
same period of service. Thus, the maintenance of the control file is an evaluation 
device in addition to being a check on duplication. Due to those additional items, 
the time required for checking and filing each card is increased over previous 


7. Staff required for UCX program.—(a) For the development of program 
materials, installation of operating procedures, field evaluation of State agency 
operations, and continuing liaison with the Departments of Defense and Justice 
and the Veterans’ Administration, five professional employees are required. 
These employees will perform the following functions: 

(1) Develop manuals 6f procedures; assist States in the proper adaptation 
of UCX procedures to present State procedures and requirements ; and negotiate 
with the States on the acceptance of proper procedures. 

(2) Review all State agency procedures to assure that they are in accordance 
with the Federal act, the Secretary’s regulations, and the agreements, including 
such areas as methods of determining benefit payment processes, fraud control, 
review and appeals, accounting for benefit and administrative costs, and other 
problems; negotiate with States on questions of conformity, feasibility and 
economy of procedures. 

(3) Assist State agencies in the installation of procedures developed and 
upon occasion give training to regional and State agency personnel in the 
procedures. 

(4) Develop training materials, units, and programs to be given to Federal 
and State agency staff on UCX regulations and procedures. Assist States in 
the adaptation of these training programs and materials to State needs. 

(5) Develop standards for measuring adequacy of the administration by the 
States of the UCX program and its coordination with the normal unemployment 
insurance programs administered or operated by the States. 

(6) Develop evaluation methods, outlines, and schedules for applying the 
standards developed. 


‘ ee momtuct evaluations of operations of the UCX program in the various 


(8) Provide functional supervision of the regional offices when they perform 
the initial completion of the evaluation outlines. 

(9) Plan and carry out negotiations and remedial action based on evaluations. 

(10) Supervise directly and through the regional office the execution of the 
UCX program in Puerto Rico and the Virgin Islands. 

(11) Maintain liaison with all other divisions in the Service, the U.S. Employ- 
ment Service, the Veterans’ Employment Service, the Bureau of Veterans’ Reem- 
ployment Rights, the Department of Defense, the Veterans’ Administration, the 

Accounting Office, and the fiscal and budget offices of the bureau and 
the department concerning effeciive and efficient operation of the program. 

(b) For operation of the wage assignment control file, two professional and 
seven clerical positions are required. The file presently contains 1,705,137 wage 

38932—59——17 
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assignment records. All new UCX assignments must be checked and correlateg 
with previous records in order to avoid duplicate claims in more than one State 
or under the UCX and UCV programs. In 1959, it is expected that 236,000 new 
UCX wage assignments will be received, requiring the writing of approximately 
15,000 letters. 

For each UCX wage assignment received, in order to determine whether 
Wages are properly assigned and benefits are payable it is necessary to— 

(1) Determine if the service began after January 31, 1955, or endeq 
after October 27, 1958. This is necessary to establish UCX eligibility. 

(2) Determine if the ex-serviceman’s UCX wages have been previously 
assigned by the same or a different State and if so, notify second State of 
wage assignments so that benefits will not be paid on the same wages jp 
different States. 

(3) Determine if the ex-serviceman has previously established UCV ep. 
titlement and, if so, notify State to cancel balance. 

(4) Determine if the service was continuous for 90 days or more unless 
terminated for service-incurred injury. 

(5) Determine if the benefit year dates are proper for the State making 
the wage assignment and notify the State if necessary. 

(6) Ascertain if the military service prior to the State’s base period or 
during the lag period have been assigned or, if not, to so notify the State. 

(7) Determine if the benefit year dates indicate a redetermination for g 
claimant in a benefit year at the time the program began. 

(8) Determine if prescribed symbols were used to report pay grades, thus 
insuring that the proper wages were assigned. 

(9) Code UCX wage assignment records for general types of corre 
spondence, as follows: 

(a) UCX and UCV (interstate and intrastate), when the ex-serviceman’s 
military wages have been assigned more than once. 

(b) UCX and UCV (interstate and intrastate) when the ex-serviceman 
has previously established UCV entitlement. 

(c) UCX and UCV (interstate and intrastate) when an ex-serviceman 
having previous UCV entitlement has been assigned UCX wages that are 
not supported by his military service. 

(d) Errors and omissions pertaining to UCX cards. 

(e) When the ex-serviceman’s service does not support the assignment of 
UCX wages. 

(10) Conduct special correspondence in cases not falling in the above 
categories. 

(c) The total for the above requirements is seven professional and seven 
clerical positions. With the decrease of UCV activities, brought about by vet- 
erans becoming eligible for UCX benefits instead of UCV benefits, it has been 
possible to transfer two professional and four clerical positions from that pro- 
gram to the UCX program as explained earlier. This leaves only one profes 
sional and one clerical in the UCV activities. The net additional requirements 
for the UCX program are then five professional and three clerical positions. 


Office of Program Review and Analysis 


This Office will provide additional statistical reporting for the new program. 
Data will be furnished by all State and local employment security offices. It 
will be necessary to (1) revise existing report forms, (2) prepare reporting in- 
structions, (3) develop training materials for the instruction of State staff and 
for followthrough on the implementation of reporting instructions in specific 
cases, and (4) process the data, including the maintenance of controls, verifica- 
tion of statistical accuracy, and preparation of tabular materials and analyses. 

Operations data, including comparisons with experience under the regular 
unemployment insurance program, will be needed for operation of the program 
and for program planning and evaluation. 

This office will also be called upon to provide technical assistance to the State 
agencies on such matters as validation procedures, workload measures, and 
statistical analyses to facilitate program review and promote effective operations 
and to improve techniques for using unemployment insurance data as economic 
indicators. 

This increased workload will require one additional professional and one adéi- 
tional clerical employee. 

Explanation of funds required for pay increases.—An additional $577,000 is 
required to provide for pay increase costs authorized by Public Law 85-462. 
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Total funds available, including the $577,000 for pay increase costs and $107,000 
for reimbursable items are $7,203,000. In addition $53,500 is requested in this 
supplemental for the new unemployment compensation for ex-servicemen program. 
This increases the total estimated obligations to $7,256,500. Obligations through 
January 31, 1958, were $4,338,046 or an average of $619,721 per month. For the 
palance of the year an average of only $583,691 per month is available. Alt 
yacant positions will have to be kept vacant and other program economies will 
have to be effected to stay within available funds. 

There are no funds available to absorb any of the Pay Act costs. 


SALARIES AND Expenses, Bureau or Laspor STANDARDS 


Senator Hitt. We had a supplemental in the amount of $774,000 for 
“Salaries and expenses, Bureau of Labor Standards,” including 
$240,000 in connection with the Longshoremen’s and Harbor Workers’ 

ompensation Act as amended by Public Law 85-742, and $450,000 in 
connection with functions vested in the Department by the Welfare 
and Pension Plans Disclosure Act, Public Law 85-462, and $84,000 
for increased pay costs. 
' The House reduced the total request by $53,600, of which $45,000 
was denied for the Welfare and Pension Plans Disclosure Act, and 
$8.400-for increased pay costs. Be 

The committee has received a letter from the Department indicating 
that the $45,000 reduction in the welfare and pension program will 
be absorbed, but that it is impossible to absorb the $8,400 reduction 
from the amount sought for increased pay costs. 

The letter together with portions of the justifications will be in- 
serted in the hearings. Mr. Dodson has already testified in behalf 
of restoration of pay items in title IT of the bill, and his comments 
are equally applicable to this item. 

(The material referred to follows :) 


DEPARTMENT OF LABOR, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D.C., April 6, 1956. 
Hon; Cart HAaypeEnN, 
U.S. Senate, Washington, D.C. 


Deak SENATOR HAYDEN: Attached hereto is the Department of Labor estimate 
of supplemental funds needed in 1959, for the Bureau of Labor Standards to 
carry out responsibilities authorized by the 2d session of the 85th Congress. 
These new responsibilities arise as a result of enactment of Public Law 85—462, 
the Welfare anid Pension Plan Disclosure Act, and Public Law 85-742, which 
amended the Longshoremen’s and Harbor Workers’ Compensation Act with re- 
spect to certain maritime operations. In addition, the estimate includes a request 
for funds to cover increased pay costs applicable to the basic appropriation. 
--HLR, 5916, as-passed by the House, allowed the full amount.of $240,000 requested 
for maritime safety activities; reduced by $45,000 the amount requested for the 
welfare and pension program; reduced by $8,400, the amount requested for pay 
increase costs; and, by appropriation language, established a dollar limitation 
on the amount which can be obligated this year for the maritime safety program. 

As a result of economic administration and by taking advantage of every pos- 
sible avenue of economy, the $45,000 reduction in the welfare and pension pro- 
gram will be absorbed. 

The change in the appropriation language will not create any administrative 
difficulties this year. 

There are two areas in which urgent consideration by the Senate is requested : 

The reduction of $8,400 in the amount requested for pay increase costs will 
adversely affect, for the remainder of the year, the program of the President’s 
Committee for the Physically Handicapped and reduce by one-half the Bureau’s 
commitments to conduct industrial safety training courses in the fourth quarter. 
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APPROPRIATION ESTIMATE 


“For an additional amount for “Salaries and expenses,” Bureau of Labor 
Standards, including necessary expenses for the performance of safety funo 
tions of the Secretary under the Longshoremen’s and Harbor Workers’ Com. 
pensation Act, as amended (72 Stat. 835) ; and for the performance of functions 
vested in the Secretary by sections 8 (b) and (c) of the Welfare and Pension 
Plans Disclosures Act (72 Stat. 997) ; $774,000.” 

The appropriation language as submitted contained general provisions for uge 
of funds for the two new programs. As passed by the House, the wording 
“including $240,000 for necessary expenses for the performance of safety fune. 
tions of the Secretary under the Longshoremen’s and Harbor Workers’ Com. 
pensation Act, as amended” has the effect of setting up a limitation. Ip 
order to eliminate the additional ledger account and the bookkeeping involved, 
it is requested that the words “$240,000 for” be eliminated. In addition, since 
this is for new legislation, the Department should be afforded maximum flexibility 
within the appropriation—at least until more positve workload experience js 
available. 

Amounts available for obligation 





I epee cgepeienenibnicece $1, 004, 000 
Revised estimate for: 
Pay act costs authorized by Public Law 85-462__--____________ 84, 000 
Welfare and pension plan administration, Public Law 85-836____ 450, 
Expanded maritime safety activities, Public Law 85—-742________ 240, 000 
Tee ee 1, 778, 000 


Obligations by activities 





1959 enacted Revised Supplemental House 
appropriation estimate estimate allowance 
change 
Description ae siete eaptiitecast-dice ibaa 
Posi- | Amount | Posi- | Amount | Posi- | Amount | Posi-| Amount 
tions tions tions tions 
1. Improving State labor legislation__| 21 | $163,900 21 | $178,900 |_...-- +$15,000 |_----- +$13, 50 
2. Improving conditions of migra- 
Bak penn ccccceccnnee 7 58, 900 7 a +5, 200 j..-..- +4,70 
3. Reducing industrial accidents___-- 36 | 380,500 | 107 | 652,300 | +71 |+271,800 | +71 | +268, 
4. Protecting young workers and ad- 
vancing their employment 
oo _ ee a 12 85, 300 12 93, 300 |....-- +8, 000 }....-- +6, 50 
5. Promoting employment of the 
physically handicapped . _---.-- 17 | 201,600 17 | 214,700 }.----- +13, 100 |..-..- +11, 710 
6. Registration of labor union data-- 5 27, 400 5 Se Tosones +2, 700 |..---- +2,70 
7. Registration and disclosure of 
welfare and pension plan data _}..-..-]........-- 90 | 450,000 | +90 |+450,000 | +90 | +405,00 
8. Executive direction and manage- 
RTE i Gacccersweenesoss 12 86, 400 12 94, 600 |_..--- +8, 200 |..---- +8, 20 





Total direct obligations-_._.--- 110 {1,004,000 | 271 {1,778,000 |+-161 |+-774,000 |+161 | +720,600 
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Obligations by objects 


Neen nee n reece nnn cnn nnc ncn rnc cere ee rr ee aD 


1959 enacted Revised |Supplemental| House allow- 


















appropriation] estimate estimate ance 
change 

nnn ne ee Te a ea ee aD 
Total number of permanent positions-.-....... 110 271 +161 +161 
Average number of all employees...-.----...... 109 167 +58 +52 
ti Personal services............-.---.-------- ~~ $735,500} $1,209,700 | +$474.200] +8454, 800 
@ Travel. ..-------.--------------..--------.- 61, 800 82, 800 +21, 000 +13, 200 
@§ Transportation of things. ....-..-.-.....-.- 6, 800 7, 300 +500 +500 
(4 Communication services--.-... ‘ 23, 400 46, 100 +22, 700 +20, 700 
05 Rents and utility services_--. stenigibeiatien seuiicieseesstadl 9, 900 +9, 900 +9, 900 
0% Printing and reproduction __.--......--.-.. 86, 000 179, 600 +93, 600 +78, 000 
@ Other contractual services_..........-.-.-.- 19, 400 70, 500 +51, 100 +50, 700 
08 Supplies and materials. --........--.-.-.... 19, 500 39, 700 +20, 200 +16, 600 
NIE. 6 a nemeswennesencenaenccsnepacce 5, 800 59, 300 +53, 500 +51, 500 
11 Grants, subsidies, and contributions --_..... 45, 300 70, 100 +24, 800 -++20, 500 

15 Taxes and assessments. -.-..-...-.....-.-.. 500 3, 000 +2, 500 +4, 
OIL. ..Acnennondncasgenmanmcie 1, 004, 000 1, 778, 000 +774, 000 +720, 600 

Summary of changes 
Requested House 
allowance 

I Aisin act neeminiagunboi negate omnea pan saumaianhenerpedl $1,004,000 | $1,004,000 
i ial cininscneecs obsess die bue datasheet atd eam duinatwaibbale 1, 778, 000 1, 724, 600 
I EIN 5 an wivestennn nningiewaeeeincmeatrnneenntets binimasieaaindeniainel 774, 000 720, 600 
Mandatory items: Pay increases under Public Law 85-462__........... 84, 000 75, 600 


Program increase items: 

To provide staff for expanded safety activities under amend- 

ments to sec. 41 of the Longshoremen’s and Harbor Workers’ 

Compensation Act (Public Law 85-742) (71 positions, $134,000; 

Sa TO a anita ol os hah cence tens od <5 hl sadn cineenses 240, 000 240, 000 
To provide staff for receiving, identifying, examining, processing, 

tabulating, receipting, and filing a minimum of 250,000 plan 

descri tions under the Welfare and Pension Plans Disclosure Act 

(Public Law 85-836) (90 positions, $264,200; nonlabor, $185,800)... 450, 000 405, 000 





EFFECT OF HOUSE ACTION 


The Bureau does not have any vacancies which can be held to effect savings 
necessary to overcome the anticipated deficit of $8,400. Reduction in force 
would not solve the problem because of the necessity of establishing registers 
and issuing notices, which could not be accomplished until after April 1. This 
initial time period added to the requirement of 30 days’ work notice, and the 
average leave accumulation of 25 days, would require payment to the separated 
employees for approximately the same number of days as remain in the fiscal year. 
It would cost the same as if the employees were retained on the payroll. 

The alternative of without-pay furloughs would require an average of about 
‘3 days for all employees. This would be upsetting to employee morale, particu- 
larly since the supplemental appropriation passed by the House contains funds 
for the welfare and pension plan reporting and maritime safety programs. Thus, 
the Bureau would be in the position of placing employees on leave without pay 
while recruiting a large number of permanent and temporary employees for the 
two new programs. 

The only other way in which the deficit might be overcome is through reduction 
of the anticipated $40,000 for nonlabor costs during the fourth quarter. Fixed 
charges (civil service retirement, penalty mail, social security payments, and 
employee insurance) will cost approximately $20,000. The only items which can 

reduced are printing and travel. The principal effect of reducing travel is an 
almost total “‘grounding’’ for the remainder of this year of the relatively small 
number of employees in the Bureau and the President’s Committee for the 
Physically. Handicapped whose primary duties involve travel. The President’s 
Committee will have to reduce its proposed promotional visits to 14 States. 
These visits are of paramount importance because when visits are eliminated or 
spaced too far apart, a considerable amount of impetus is lost and there is a 
slowing down of State and local activities in the employment of the 
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physically handicapped. In addition, the Bureau has commitments for safety 
training courses for unions and State and Federal employees which will have to 
be reduced by one-half during the last quarter. Safety inspections of Federg| 
establishments will likewise be sharply curtailed during this period. 
-. A reduction -in printing will mean postponement of promotional materia} 
developed by the President’s Committee to foster observance of ‘‘NEPH week.” 
The $45,000 reduction in the request for funds for the welfare and pension play 
plan reporting program will cause some adjustment in the current year’s operating 
plans, but no change in the basic program. The reduction will require that staff. 
ing of permanent positions be delayed until later in the fiscal year and that more 
temporary employees be hired to handle the work during the remainder of this 
year. There will be an overall decrease of about $20,000 in personal serviees 
and $25,000 in nonlabor items to make up the total reduction. In view of the 
fact that this money is for new legislation and there is a lack of positive actual 
operating experience, it is believed that the change in appropriation language, 
recommended on page 2, will provide for more flexibility to meet any emergeney, 


Activity 3. Repucine INDUSTRIAL ACCIDENTS 


This estimate requests $240,000 for fiscal year 1959 to carry out provisions of 
amended section 41 of the Longshoremen’s and Harbor Workers’ Compensation 
Act, authorizing a system of safety rules, regulations, and safety - inspections 
and training services. 


I. RESPONSIBILITIES OF THE SECRETARY OF LABOR 


The enacted legislation (Public Law 85-742) requires every employer under 
the Longshoremen’s and Harbor Workers’ Compensation Act engaged in steve. 
doring, ship repair and miscellaneous harbor work to “furnish and maintain em- 
ployments and places of employment which shall be reasonably safe for his em. 
ployees in all employments covered by this Act and shall install, furnish, maintain, 
and use such devices and safeguards with particular reference to equipment used 
by and working conditions established by such employers as the Secretary ma 
determine by regulation or order to be reasonably necessary to protect life, health 
and safety of such employees and to render safe such employment and places of 
employment, and to prevent injury to his employees.” 

pecifically, the Secretary of Labor is authorized to— 

1.-Formulate,- promulgate and enforce safety regulations applicable to 
employments under the act. 

2. Make studies and investigations with respect to safety provisions and 
the causes and prevention of injuries and from time to time to make to 
Congress such recommendations as he may deem proper as to the best 
means of preventing such injuries. 

38. Provide for the establishment and supervision of programs for the 
education and training of employers and employees in the recognition, avoid- 
-ance, and prevention of unsafe working conditions. 

_ 4. Consult with and advise employers as to the best means of preventing 
injuries. 

5. Hold such hearings, issue such orders, and make such decisions, based 
upon findings of fact, as are deemed to be necessary to enforce the regulations, 

In enforcing and administering the provisions of this act the Secretary is 
authorized to— 

1. Utilize the services of any agency of the United States or any State 
agency engaged in similar work (with the consent of such agency). 

2. Promote uniformity in safety standards in employments covered 
by this act through cooperative action with any agency of the United 
States or with any State agency engaged in similar work. 


II. PROPOSED PROGRAM 


In carrying out the Secretary’s responsibilities for administering and enforcing 
‘the provisions of section 41 as amended, the following activities will be required: 


1. Code development 


Codes prescribing reasonable safety standards will be formulated for stevedoring 
“and ship-repair operations respectively.. Preliminary drafts will. be made by the 
‘Bureau staff in consultation with technical representatives of the employers, labor, 

tlie U.S. Coast. Guard, insurance companies and other governmental and private 
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agencies. The resulting drafts will be distributed to all interested parties for their 
information and formal comments. Public hearings will be held in various varts 
of the country to permit all parties to express their viewpoints. The codes will 
then be prepared in final form for approval by the Secretary of Labor and publica- 
tion in the Federal Register. 
The stevedoring code will cover the following general subjects: 
. “Longshore Working Conditions Aboard Ship.”’ 
Il. “‘Stevedore’s Gear and Equipment.” 
Ill. “Stevedoring Operations.” 
IV. ‘Safety Rules for Longshoremen.”’ 
V. “Personal Protective Equipment.” 
VI. ‘First Aid.” 
The ship repair code will cover the following general subjects: 
I, ‘‘Explosive and Dangerous Atmospheres.”’ 
II. “‘General Precautions in Welding and Cutting.” 
Ill. ‘‘Working Surfaces.”’ 
IV. “Materials Handling.”’ 
= ¢ Lops.” 
VI. ‘Personal Protective Equipment.”’ 
VIL.. “First Aid.”’ 


2. Inspection and enforcement and promotion 


Visits will be made to the approximately 560 stevedore and 740 ship-repair 
companies at least semiannually. In addition to inspecting operations for com- 

liance with safety regulations, every effort will be made by the Bureau inspectors 
and safety engineers to promote effective company safety programs and to provide 
consultative service on specific technical safety problems. 

Stevedoring and ship repair operations under the act are carried on, not in a 
fixed plant or physical workplace over a long period of time but on ships which 
come and go. Each ship thus becomes a separate workplace. It is rare that a 
stevedore works more than a week on one ship, and, except for large conversion or 
repair job, the same is true of ship-repair and service work. Most stevedores 
average at least one vessel a week and many may be working several vessels at the 
same time. 

Accurate and unduplicating data are not available on which to base firm 
estimates of the total number of domestic and foreign vessels whose cargo or 
ship-repair requirements may use the services of employers subject to the pro- 
visions of the law. Official statistics for 1957 show, however, that more than 
25,000 vessels entered American ports. Since many of these vessels dock and 
joad or unload cargo at several ports an inspection potential of 50,000 stevedoring 
operations appears reasonable. Ship-repair activities run into the thousands per 
year and range from major emergency repairs of weeks’ duration to minor mainte- 
nance or structural corrections requiring but several hours or days. No data are 
available as to the total number of vessel-repair operations that are made in 
American ports annually. 

In light of the unique and specialized nature of the operations subject to the 
law, Bureau representatives will be scheduled to visit the more active stevedoring 
and ship-repair companies montbly. Companies with either extensive operations 
servicing many ships or unusually high frequency rates will be visited more often. 

Because of the day-to-day variability of conditions which prevail in both 
industries, it is anticipated that questions will arise over the interpretation or 
application of the regulations to a specific operation. In such situations prompt 
inspections are vital. In the major ports, safety engineers or inspectors will be 
made available for such purposes. In other ports, every effort will be made to 
service such requests within 24 hours. 

Quarterly promotional visits will be made to about 100 national and local union 
headquarters and to the industry and trade association offices in the various ports 
to encourage cooperation in portwide safety programs. 

As in the past 8 years, it is expected that the staff will serve as a source of 
technical information and that under the provisions of the amended act many 
tequests will be received. These will be answered by phone, letter or, as circum- 
stances require, by personal visits. 


8, Accident investigation 

(1) Every effort will be made by Bureau field representatives to investigate 
promptly those accidents which involve serious mechanical failures or result in 
death or serious permanent disabilities to workers. 
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(2) Procedures will be established whereby the local Bureau inspectors will be 
notified promptly of the occurrence of serious injuries or property damage. 

(3) Present efforts will be intensified to improve the investigation and reportip 
practices of supervisors of all accidents as a necessary part of company accident. 
prevention programs. 


4. Cooperation with Federal and State agencies 


Since the phvsical conditions of vessels bear upon the safety of the man work. 
ing abroad such vessels (for employers under the act), close cooperation will be 
maintained with the U.S. Coast Guard to avoid duplication of effort. The ex. 
tensive experience of the Coast Guard in shipboard safety will be utilized in gj 
pertinent facets of the Bureau’s work. 

Thirty-one of the forty-eight States plus Alaska and Hawaii have ports jp 
which stevedoring and ship-repair operations are carried on under their jurisdic. 
tions. The cooperation and advice of these States will be sought in such 
matters as the development of the Federal codes, the promotion of uniformity 
among codes adopted by States for these industries as well as consisteney with 
the Federal codes. The feasibility of cooperative agreements will be explored 
with the States for the allocation or assignment of inspection activities when such 
arrangements may prove desirable and assure adequate inspection coverage, 


5. Records and reports 


The Bureau will maintain records of all ships and operations inspected, orders 
issued including violations noted and corrected, as well as of any cass in which 
enforcement procedures must be used. Record cards will be maintained on the 
phvsical conditions of ships which affect cargo handling operations and procedures 
will be set up whereby hazardous shipboard conditions uncorrected in one port 
ean be brought to the attention of the stevedore who will work that ship in the 
next port visited. 

Employers will be required to maintain injury frequency records and to haye 
this information available for inspection as well as to furnish these data to the 
Department of Labor for statistical purposes. Such statistical information will 
provide a principal means of evaluating safety progress under the law and will 
give valuable information which is currently unavailable in focusing attention 
in those area where present hazards or conditions are most dangerous. 


6. Training 


Safety training courses will be developed for and presented to supervisory 
personnel. These courses consisting of 20 to 30 hours of classroom work will 
cover the basic principles of accident prevention and their specific application to 
either stevedoring or ship-repair work. They will include such subjects as rigging 
stresses, fire prevention, materials handling, health hazards, and _ personal 
protective equipment. 

Presentation of these courses, particularly in stevedoring, must be accom- 
modated to unscheduled factors such as ship arrivals and departures. Lessons of 
1 or 2 hours duration will be presented as workloads permit, on short notice, in 
small units over a period of time rather than as a consecutively scheduled week's 
course. 

In ship-repair companies during periods of slack work the courses can be 
sonmeatiaie as a complete unit; in other instances instruction will be integrated 
with work schedules or provided as reauested by employers. 

Training talks will continue to be developed and presented to employees in 
union balls, or at company meetings. These activities will be intensified. 

Courses and talks will make extensive use of visual aids, including slides, motion 
pictures, models, and actual samples of equipment. 


7. Publications 


Four major types of publications will be provided. 

Promotional bulletins to management.—These will be four-page publications 
containing news on safety activities, progress reports, informative and valuable 
investigation reports, new safety equipment, and examples of successful appli- 
cation of accident-prevention methods. These will be issued bimonthly. : 

Technical and informational bulletins —These will each cover a specific subject 
such as chemical hazards and how to avoid them, the importance and means of 
grounding electrical equipment, how to organize and administer a safety program, 
fire prevention and protections, etc. 
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Safe practice flyers for employees.—These illustrated flyers will emphasize and 
remind employees of the commonly accepted safe practices in various operations 
to supplement the on-the-job instruction which is given by supervisors on such 

ings as the wearing of personal protective equipment, safe use of ladders, safe 
poarding and leaving of small craft, and proper methods of manual lifting. 

Visual aids for use in training programs.—These will include slides made from 
photographs taken on the job; motion pictures; models to show stress on cargo 
gear, proper use of scaffolds, electrical hazards, and use of grounding connections; 
charts to indicate safe working loads and similar illustrative information; and 
samples of personal protective equipment, safety devices, and defective hooks, 
wires, and other gear. 


Ill. ORGANIZATION AND FUNCTIONS 


This activity will be integrated with the current program of the Division of 
Safety Standards and Services. 

Washington headquarters.—This staff will develop codes, inspection manuals, 
and procedures; plan, review, and evaluate field programs and inspection reports; 

pare courses, publications, and training aids; direct the formulation of overall 
policies and necessary studies and reports; and maintain overall policy and infor- 
mational liaison with maritime agencies and organizations. 

Area and field offices—Four area offices will be established to administer the 
rogram in each of the major coastal areas. In addition, several field offices will 
t set up within each area to undertake inspection and training activities for an 
assigned geographical territory. A total of 17 inspection offices is provided. The 
area Supervisor will be responsible for all activities in the ports within his area. 


IV. STAFFING 


The following staff is requested for this activity: 













Number Amount 

Personal services: 
G8-15 Safety engineer_................. 1 $12, 771 
GS-14 Safety engineer_--- 2 22, 714 
GS-14 Area supervisor -_- 4 45, 428 
GS-13 Code development and tr: 2 19, 802 
GS-13 Information specialist_................---- 1 9, 901 
a en Cate en couatesuceuneracesnemh 2 16, 682 
nS, 12.05 don wt Nctasonsidadbanswabcbbiadblckhadidibababheldboads 1 8, 341 
I oe hk cre ie ahccns bm cenpieerne hamdyhg-ocipeiein 12 100, 092 
I en incedin pnmudenaminnen ASE 19 133. 570 
G8-7 Management services assistant..............--------.---.-------.--- 1 4, 992 
I CRT. 0 So 2) Se i a ese | 4, 493 
i Sant an be ennademmonnnnecawtabhonn 1 4, 056 
as cece cin eas penn aemmeimonie 8 32, 448 
reed Sere Oe PT FA EAs co aliesd a edkene 15 56, 475 
ee ni uindn bude auauneiaunasukneneandbeineis Dando hbhdd 1 3, 495 
ee crcel ws vre 71 475, 260 
al cea ec tint tenia alsin sees ida cack caer eatin dice diahignn side iibiniatbaniagites 49 344, 060 
NIN SS so ba lilnin bes Liat dtene eddbel bs tad. eat dee Teneate 22 131, 200 
I i os i tn bef nein a Unicom sucennteibennenawiows 1, 000 
I ee ecu psumnbenacupeehenocuaesaaeetoucte 1, 800 
NNN iss os an soccneuensuked suite ds ndscenuwdenbeeebabikithe~ bendtik 134, 000 

Nonlabor costs: 

ri a a th ane nian eine nen ic ip ciel artnet cae Reh een wa 20, 000 
en Oc. ie Oe nee 0 FUT klik 8 200 
nN MOP WONDR ES) 130. ULL Ss clk uc dbdel canbe beulddes Saas 5, 000 
Sn aine MOLINIOW GOTWIOSS.... «...--- <2 5 oo. -- sens yp espe nen ene > a wbidsdicekeivbeta a nies 9, 900 
a a a iponceenamennonenen ea aor ae cae aires 3 18, 000 
Other contractual services. ----....-..--.---.-- weneabs tidencnddctos cakes sd Fans lebawebun 23, 700 
Sn NNnENNn Ls 055. Luss. S00 55s). esi lciedsh. discscveihisenlibst 4, 000 
ea cae rake ag ca daz g sn naan wh beyedeeiiadaeke<anbiaees ioaetecien 16, 500 
nn Ot GOURERTENIUNNONN cnn Nn cco e cn eececenqusccens Piaccacenas 8, 700 
2s De OS oie dot re en dee awe denednalaaiansdaubesauedsted 106, 000 
Pe Os 2 mice ual Secale ota nomen 240, 000 
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Activity 7. REGISTRATION AND DISCLOSURE OF WELFARE AND PENsIon 
Pian Data 


This estimate requests $450,000 for fiscal year-1959 to carry out the provisions 
of the Welfare and Pension Plans Disclosure Act (Public Law 85-836, 72 Stat. 
997), which became effective January 1, 1959. This law provides for the registra. 
tion, reporting, and disclosure of employee welfare and pension plans. 


I. RESPONSIBILITIES OF THE SECRETARY OF LABOR 


This legislation requires the administrator of each employee welfare or pension 
plan, established or maintained by employers, trade unions, or jointly by em. 
ployer-employee groups, to publish (1) a description of the plan and subsequent 
amendments thereto, and (2) an annual report. Two copies of both the plan 
description and annual report must be filed with the Secretary of Labor in ae. 
cordance with time limits specified in the act. In addition, the act provides that 
forms for use in filing these reports shall be prepared by the Secretary of Labor 
and made available to plan administrators on request. Finally, the legislation 
requires that the Secretary of Labor make such plan descriptions and annual] 
reports available for examination in a public documents room. 


II. PROPOSED PROGRAM 


In carrying out the Secretary’s responsibilities for administering this law, the 
following activities will be required: 


A. Design of forms 


Forms for the use of plan administrators in filing plan descriptions were de- 
veloped and made available early in December 1958. The act requires plan ad- 
ministrators to file plan descriptions not later than 90 days after January 1, 1959, 
for plans then in existence, and within 90 days of the establishment of a new plan. 

Forms for use in filing annual reports are in process of preparation and will 
become available in late January or in February. Annual reports must be filed 


within 120 days after the date in 1959 on which the plan’s policy or fiscal yéar 


ends. Depending on the closing date, the first annual reports may be due as 
early as May 1, 1959, or as late as April 29, 1960. Reports are required annually 
thereafter. 

Sections 6 and 7 of the act specify the types of information required to be 
published and filed with the Secretary of Labor. In the preparation of each of 
the reporting forms, numerous conferences were held with interested groups, 
including representative employers, the National Association of Manufacturers, 
the chamber of commerce, associations of banks, insurance companies, account- 
ants, labor organizations, and Federal and State Government agencies. 

Similar meetings will be required periodically to obtain from users of the forms 
their comments and suggestions in order to assist and guide the Department of 
Labor in the revision of the forms. 


B. Review of submissions 


No reliable count or census of the number of employee benefit plans exists. 
Estimates of the number of plans vary from 250,000 to 1,250,000. For pur- 
poses of the preparation of initial budget estimates and until statistical informa- 
tion becomes available, this request for funds has been based upon the receipt 
and processing of approximately 250,000 plans. 

Each of the filings—the plan description and the annual report—must disclose 
details as to the identity of administrators and trustees, benefits provided and 
method financing, operating statistics, income, investments and expenses, insur- 
ance carriers, and premiums and benefits paid. The more detailed annual report 
requires specific information on various types of plans, a statment of employees 
covered, benefits provided, insurance premiums and commissions paid, income 
and disbursements, assets and liabilities, and an explanation of investments and 
loans by parties at interest. 
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The Bureau will receive, identify, examine, process, tabulate, and file a min- 
jmum of 250,000 plan descriptions and a similar number of annual reports, each 
filed in duplicate, together with the attachments. Of this workload, all of the 

_descriptions and some-portion of the annual reports will-require processing 
the.end of the current fiscal year. The period January 1—March 31 will 
constitute an_extremely heavy peak because of the requirement that all plan 


descriptions be filed within 90 days after January 1, 1959. 
C. Public documents room 


A public documents room will be equipped, staffed, and made ready for use 
by the public. It is anticipated that a substantial, but unknown number of 
requests will be made to examine documents. In addition to making documents 
available in Washington, arrangements will be made to provide copies by mail 
and.at cost of materials requested, in order to avoid the need for each inquirer 
to appear in person at the public documents room. 


D. Information and correspondence 


The newness of the disclosure program coupled with the hundreds of thousands 
of plan administrators or employers covered by the law and the millions of plan 
participants or beneficiaries has already given rise to the receipt of thousands of 
inquiries and requests for information. It is anticipated that the volume of such 
inquiries will continue to be quite substantial, especially during the first year of 
the law’s operation. To meet and satisfy these demands, the Bureau will establish 
a unit to carry out this activity, coordinating it with informational functions and 
the operation of the public documents room. 


E. Statistical data 


Information will be compiled on the magnitude and principal characteristics 
of welfare and pension plans. These data will be used for administrative purposes. 
and also to give to the Congress and the public at large information indicating 
the overall significance and influence of employee benefit plans upon the economy. 
Tabulations will be prepared showing the number of welfare and pension plans 
for which reports have been received, the type of administration, groups of 
employees covered by plans, the fiscal or reporting year, from whom contributions 
are received and the total amount of contributions, assets of plans and similar 
information basic to an adequate understanding of the present-day importance 
of these plans. Analysis of specific problem areas in the reporting of information 
required by the law will also be made in order to assure, or determine, that the 
disclosure requirements are being satisfied. 


III. ORGANIZATION AND FUNCTION 


This activity will be carried out by the newly established Division of Welfare 
and Pension Reports. 
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IV. STAFFING 


The following staff is requested for this activity: 
































Number} *Attteunt 

| ee 

Personal services: 
icici enmandataprnpannasakenecniasserceensakistepves 1 $12, 77 
GS-14 Assistant chief. -- hie vreeconrninaaneeesenns 1 11, 357 
GS-14 Financial analyst ------...-. thitbonedehwichwctearestecstieceus 1 11,357 
G8-14 Welfare and pension analyst__..._...-.-.......-.---.---2- 222 1 11, 357 
I Sh inch Smacenacatepncetnesacesynens=pep=ns 1 9, 901 
GS-13 Chief, branch of records and reports..--...........---...---------.-- 1 9,901 
GS-13 Chief, branch of inquiry and disclosure_.....................-.--.-- 1 9, 901 
RN MeUNNINNONNOE 6555 inn gt ah ip segs pennnndjeclinwsinwet-eesene 1 8,341 
ON I i rewhinenenenennneendesnsénnestmastecse= 1 7,030 
I iccicctnccseemcntwconeuppueccererenccncchastsovsha 1 5, 990 
ed imi on dn crktienoenenh eovnkerthoksineusesn es 1 4, 992 
scan nccusenkaneencaeseseesece ries conse 1 4, 992 
GS-7 Management services assistant -.............--..-.---..-..-.-------. 1 4, 992 
GS-6 A iene GiehR nesiodnttaacakeunidensdphincnincncenanes 3 13, 479 
eae Bote n wa eanserienceresileenhrosssadennes 2 8, 112 
ne toe Lt is le pbiwthhtine ticaesend cages un 42 170, 352 
ey PIII io oS oho crew endsenpmesibewndecéenmsce 1 4, 056 
Cae an cbigumones 1 4,058 
GS-5 EE eerie ein te tineetianeiinns net ontewmes shinsibacisaweooreemins < 3 12, 168 
a EES eT EA a NEE eae ne ee 18 67, 770 
I SO Ce thd Rsinin 5 cin mney Io cbin in dbeincngenpecuaicndebintewdbie 5 17, 575 
ooo bondibacusnaewtireuenhapaniyds Gegemardteusthdessos 2 532 

I ha ag Ea a i ee a a 90 41 
iE recht cnkaiicniaknaneanbincinomccuunapeuiecneonsecs 2 ae 
i ital iahis cneshncubcbebinindettngetnweiles nim dte baannomasinsedp 36 162, 600 
Neen en nn nn een ncolissn ee oncemonnennwenttoaconwasnd 100, 000 
Regular pay a tblenthlidd el iie ess cinekwcnnccnmbobin baweawlescdhdncbdeeae: 1,600 
Ninh htinmnc ta tad hina baie reson nnn saieies Pendnidioaees 264, 200 
Nonlabor costs 

ARAMA webbinll haw giie tenes heahtiis$ dito ik ambibelicta toe cushinebsseladawceowue 1,00 
i ese thes denned 300 
NN nn nn nee ene ee nc ccanl’ 17,000 
ee ot odaudbutedadawellbmansuuuie 75, 000 
a I hg cei eaticegeenencs 26, 700 
Nee 15, 600 
Neen a ene botnwnncummscanoulmocuogcncel 37,00 
SR Ta EFT EE, POTTS SITE, 10, 700 
Cee ne inca ages i edie omenoensmccnanqaienel cmareecuraal 2, 500 
I a ead at a OE oe once cetncfacceeuuaas 185, 800 
NS ie, Sia aae bawiiedipdecich inch noe she cguunihibintehstsencseslendinceoeal 450, 000 


PAY INCREASES 


The total request for increased costs under the Federal Employees’ Salary In- 


crease Act of 1958 (Public Law 85-462, 72 Stat. 203) is $84,000, as follows: 


il sei tine aE wis wide gh Siva se sna om ennsiciviaes $76, 000 
Transfer to working capital fund: 
ae Li icin ck ewe dawaecssemens 700 
06 Printing and reproduction--_----....-.------- inbetiobts 600 
a ee 700 
Sa ls teen eS oeee ances 600 


11 Grants, subsidies, and contributions 
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Bureau or LaBor STANDARDS 


EXPLANATION OF ADDITIONAL PERSONAL AND NONPERSONAL SERVICES 
DISTRIBUTION 
Personal services 


The total estimate of $398,200 will provide for the following: 


>_<. ®®”>X°""QRMPG _____—__—_—_—_—_—_—_—_—_—_—_—_—_—_XV:_._.__e 


Safety Welfare and Total 








pension 
EE DOUMIONS. ..cnwecccnncseccscssevcccseuscsessscsecess 71 90 161 
nnn denna yicnesscenenunnssnseossascosne 22 36 58 
Permangpt positions... ...-------------2------0--n--neon-=+ $131, 200 $162, 600. $208, 800 
SE II TIMIIE a sion sp-nebatusicniicebontenecsgepebna aS ieeel eecerd 

thee NG iene icnanannuechsnbacnkmnakiaedagitaiinn| webisode sacia as 1, 000 1,000 
aaa kocencdn ann pnesonsnccnancaasunstaenessawecs 1, 800 1, 600 3, 400 

india ed win acl nk sores ve eeees aac sah icipeana Slanataetati aed 233, 000 | 165, 200 398, 200 
Travel 


The total estimate of $21,000 will provide $20,000 for maritime safety for 
approximately 1,000 days (at $20 per day) of travel for promotional and inspec- 
tional visits, training courses, investigations, etc., including necessary travel for 
taining; and $1,000 for welfare and pension travel. 


Transportation of things 


The total estimate of $500 will provide for bulk shipment of forms and publica- 
tions; $200 for maritime safety and $300 for welfare and pension. 


Communication services 
The total estimate of $22,000 will provide for the following: 





| 
Safety Welfare and Total 
pension 


EI SS re nor eter ee $3, 000 $1, 800 $4, 800 

Eo ace emia a nioaetiiaaeiOn 1, 000 12, 000 13, 000 

TT ae rc a eine 1, 000 3, 200 | 4, 200 
a a cl i da 5, 000 17, 000 22, 


Rents and utility services 


The estimate of $9,900 will provide for rental of field offices for maritime 
safety. 


Printing and reproduction 
The total estimate of $93,000 will provide for the following: 


Safety Welfare and Total 


pension 
Promotional and technical bulletins. _............--....--._-- II is occ apace $10, 000 
Plan description (D-1) and annual report (D-2) forms_..._._.|_....--.----- $60, 000 60, 000 
nn eet lane era eee Toon 5,000 5, 000 
i oko te ee oe es 8, 000 10, 000 18, 000 
ee es Sl naan 18, 000 75, 000 93, 000 





Other contractual services 
The total estimate of $50,400 will provide for the following: 





Safety Welfare and Total 





pension 
| ERE Reset eA RES LR $25, 000 $10, 000 $35, 000 
Working capital fund for construction of training aids......... SR - cacadtanias 13, 000 
a en ae cee etic 400 500 
EET SES RSS 300 1, 200 1, 500 


a id 38,700. 11, 700 50, 400 
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Supplies and materials 
The total estimate of $19,600 will provide for the following: 
—- ae. fee 
Safety Welfare and ‘ Potal 








pension 
Operating supplies.....--..----- ome cewrnenwenen- enn nen ee- ee. $3, 200 $8, 000 
“‘Araieer tO werking Capital fund.................-..---...-.-- 800 7, 600 “2 
i 4, 000 | 15, 600°} ~~ —-—19. ep 


Se ee Se 
Hyuipment . 
The total estimate of $53,500 will provide for the following: 
ee ee ee eee ies 
. Safety Welfare and Total 











pension 
oa ena naasineacoibakneaeonesnl $16, 500 $18, 000 $34, 500 
Equipment for temporary employment. --_-.-.......-..--.-.--]-------------- 3, 000 3,000 
Filing equipment (including shelving, document boxes, etc.) -.|_........____- 16, 000 16, 000 
ctitinlsinigteinetntbne hada canpmenepmnnbins 16, 500 37, 000 53, 500 





Grants, subsidies, and contributions 

The total estimate of $19,400 will provide for the Government’s contribution 
to the civil service retirement fund: $8,700 for maritime safety and $10,700 for 
welfare and pension. 
Taxes and assessments 


The estimate of $2,500 provides for social security coverage for temporary 
employment for welfare and pension. . 


Summary of new positions requested 





Number Amount 








For expanded maritime safety activities: 





G8-15- Safety engineer. 22... nc ccwccccsccesccresweccse ee cesses scsi cs.s.-es -] $12,771 
hs ni anbinne nb ct be eannebesnasecsencenern<e eee 2 22, 714 
i knits oennemeSearananerarE tin enewcnens.imacsdcuas 4 45,428 
GS-13 Code development and training specialist................-.._._____- 2 19, 802 
IR SR atch BA RS SE eI ES EA Sec 1 9, 91 
Cee ee een babeneiwaenioauiennens 2 16, 682 
Eh hd caihacembebbesninenechheiesienanannenonwie wan 1 8, 341 
vaca bsnheanct de wadnenmnnbinereendiachadbul'acieieie 12 100, 092 
ne Sy sig seb nnccemnecinebemorscomeseagivtentedssbsccosens 19 133, 570 
OO aaa a ae 1 4,992 
tee aaa nn ne an plone ein t enon anthansecaecccrsecceens 1 ~ $493 
CN ee edn ee ace dicminemseusenmesneoenoencus 1 4, 056 
ena Lee aabbingnsakonminchibhuscntdatsaccusccnsuaace 8 32, 448 
eee en Es She hakekhbn minimise raewereknsarenaccuana 15 56, 475 
os i RE et nee See e a annonaees Se ee 1 ~ 8, 495 
For registration and disclosure of welfare and pension plan data: 

tee ee etn oe won osemaeun ies Re ] 12, 71 
en foo en nuk ctpaaneunspeacwauanabacesnmanccceca. | 1 11, 357 
RTT EES A PT aarens Sake oe 1 11, 357 
SE le SEE EEL EI TE SE RES 1 11, 357 
tenn eh anninnmuneewiinaeoupdbalbwaedcienm wine xaniee 1 9, 91 
GS-13 Chief, branch of records and reports. --..-.......-..----222-222 22228. 1 9, 901 
GS-13--Chief, braneh-of inquiry and disclosure...........-....-..2...22--.-- 1-}-—-—- 9, 01 
ie aaa neuiai own sencasenacescshesiececes t<pune 1 8, 341 
Nene eee a re aennciadnenhnnnnsenebonman dh dee col 1 7,030 
a ae cacwnr angen dpscunr 1 5, 990 
i i cc arsne near beet botdakascswacwhinddsioes cordate ccdue 1 4, 992 
aN EOE TNO riers wee sinewn cee cemeewernewsunenewesows i 1+4- ~~ 4,992 
GS-7 Management services assistant _..--.........------.--.-..-2.------ 1 4,992 
ee isnt UCU ece bene ced meeeensensbowececnesuenecen cues 3 13, 479 
ah tn nek cmwenunebeiaonacacauecconbews 2 8, 112 
et chet doe tt lemnbersnctneigechonmaniireintatwnssbanisuansstoiibameibdowureteurds 42 170,352 
oo enw cminneinesuriioecawenessooenes 1 4, 086 
6-6 Oi one casts. en pee yee cee eee tteneeeeeceeeeeceee: 1 4,056 
“98-6 Goearebary-~:=~.-..2i2~-..-- creeds Sieeis es heeds eal Ss 3 12, 168 

18 67, 770 


ee As ccountasucwine 2 ee SEW e eee terest tebe eeesewet eee 
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Summary of new positions requested—Continued 


iene in oes aas 


Number Amouut 











———— jacssisgecsesieimioa tea 
For registration and disclosure of welfare and pension plan data—Cont. ‘ 

ES SE Sis th eo Sen Op see towen an setp ot hbenncedsnsthtenk pian ube de 5 $17, 575 

EN Sin ionttianwaniedieencacduwesaaceoswunskuhanusdausedaeous 2 6, 532 

PP IMMMNID 5522. dpwhe wale uumaataemeneeceasecce ct cceen 161 892 242 

NED MENINB < «2 n nn s a ei ns asin oe ip rf Sow $$. gogo eng sea 3b - Se 103 598. 442 

es Cilchrec tan bie ann eiansmnrs a win una ean bee eneeatwumanne 58 293, 800 

EE BOOT 0 CRON ori pre sturcemey ue pri mqe ecw aeesies ge eeaerimesese [nadecss~ : 3, 400 

INT MINORS Se ante Spears aso ne eeetn ei icdac dS el becanh coun. 297, 200 





Operating statistics, 1959 


Consultation and promotion contacts: 
Longshore-stevedores, shipping companies, trade associations, 


I as no seercneeesmicg ep aplasion unansnip woh eas 320 
I torte torerec etic cepa artery heen oar AP ag gine wah LUNs oll 130 
Evaluation surveys and contacts: 
RE rap Stl tba pu ot ie aa SHES ses eee espe en en ech s a 150 
oer dia hinccingswecvoenitnin apiyil6aapeeeebee incl wet tivee sophie spats tenis 85 
i gc a el an hme cs oh end odie cous arene eae eral oe 80 
NN oh See ean ee eee ae te 500 
a sian Si a civil 5 
NE se phiitn wien an ecenennanceenannemenaenas 100, 000 
I 0. sss nincrictnsas tapering pd aaangh thin ia cepiaiaderg Tani 3 









































15 | 14) 13] 12] 11] 7 6 5 4 3 | Total 
SNE 6 so ese nnasensecoe= mouaicoenaiaiet ensues tem hae Se Sb Sy The LE Bil at 20 
Field: 
Area I: 
IN cain sd inlinnnvanincewtaadahwp dee scene BL ios aa SAL 11 
NDE ts hide ot akin sischinn= deenninedds% widen Leones bawnes ok 1 1 3 
nied cain -chscca gcse publecenecaseh. i 1 1 3 
i hi oe ine ekg ieee srdnginimaminas baabicnn kee 1 1 1 3 
Cleveland ---- semnwanta dda seh nok Siel ast ess ei (1) 1 
Area IT: 
Anal ialesieris a te beanie via aga Wine 1 1 1 1 5 
rehab iiiee nasa aweladaticaccl & : (1) 1 
Jacksonville BS calivonan i etens (') 1 
Sn ac. cgiide sanshuiageemawsontangis geben 4a bos dee () 1 
Area ITI: 
ne ng hcacmnngean see eens sr rete ae ae 1 1 1 l 5 
CEL bp dn tbadiaasacncugdeyussencckdacsesn thd Pees ee eee (1) 1 
Galveston.----..-- ik oh gdh) kind bees Ean bet éiclien vam 1 Recs oe l 3 
tik A enc nopleedeaecnide hase ies a tae teSSd : 21. l 3 
Area IV: 
INNNO Set ok  iddsndacdnc~clednene oy Pb aisac 1 Pie 1 1 5 
ES Sarees ere or eee See sey Eo bps aloe MER cans (1) 1 
aii las tesco pen bahar aero sistem manksectonn A 1 3 
ee tee nakccrniswinacienupaaascetee 1 (1) 1 
NE NR icin Sp teestctre<bcen wees 4 12 | 19 {ur} 1 |__ sl 
Maen eee meh tO 1 e} Ss | 15/19} 1/ 1] 9 | 15] 1 | 71 
a al i eae ae eee ee nig eee Palen ene Sal eee Be eR, SEES 


1 Part-time employment. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARR 
Foop ANp DruGc ADMINISTRATION 


STATEMENTS OF JOHN L. HARVEY, DEPUTY COMMISSIONER, 
JAMES B. CARDWELL, ASSISTANT EXECUTIVE OFFICER; DANIgy, 
0. MATHEWSON, ACTING FOR DEPARTMENT BUDGET OFFICER 


RESTORATION OF HOUSE REDUCTION 


Senator Hitt. The committee has received a letter from the 
Secretary of the Department of Health, Education, and Welfare, 
indicating that no appeal is made for restoration with respect to 
several of the items reduced by the House. But appeal is made for 
restoration of three of the House reductions in items for the Food 
and Drug Administration, for the construction of Indian health facili. 
ties, and for the White House Council on Aging. Mr. Flemming’s 
letter will be placed in the hearings, and we will proceed to take up 
the items in the order in which they appear in the bill. 

(The letter referred to follows:) 


Tue SecrRETARY OF HEALTH, EpucaTION, AND WELFARE, 
Washington, April 6, 1959, 
Hon. Cart HayYDEn, 
Chairman, Committee on Appropriations, U.S. Senate, Washington, D.C. 


Dear Mr. CHarrMAN: I have carefully reviewed the action of the House in 
passing H.R. 5916, the second supplemental appropriation bill, 1959, with respect 
to those items contained therein for this Depratment. This review was conducted 
for the purpose of ascertaining our ability to discharge our program responsibilities 
within the limits of the funds allowed by the House. With the exception of three 
items, we have determined that the programs affected can be operated the re- 
mainder of this fiscal year without serious deleterious consequences. This can 
be accomplished by exercising the most stringent economies, by deferring employ- 
ment and purchases of eacuipment and supplies, and holding other types of 
obligations to minimum levels. 

The three items which do give me grave concern are (1) the supplemental 
estimate for the Food and Drug Administration, which was apportioned on a 
deficiency basis early in the fiscal year to enable us to administer the food addi- 
tives amendment passed late in the last session of Congress; (2) the reduced esti- 
mate for the construction of the Indian hospital at Sells, Ariz., which is already 
designed at minimum size and which would be both costly and time consuming 
to redesign; and (3) the grants portion of the estimate for the White House Council 
on Aging. The House action will result in reducing the already minimum grant 
of $15,000 for each State to $14,000, an amount which we feel is already inade- 
quate to achieve proper planning by the States. The full effect of the House action 
with respect to these three items, as well as the others contained in the bill, will 
be explained more fully in the justifications which will be presented to your 
committee. 

Your favorable consideration of the enclosed proposed amendments requesting 
restoration of the House reductions to the three foregoing items will be deeply 
appreciated. If any information further than that referred to is desired by you or 
the com™ittee, we shall be glad to furnish it. 

Sincerely yours, 
ARTHUR S. FLEMMING, 
Secretary. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Change by House of Representatives 


Neen een eee nn nn reece encnc ncn eee ee aa 





Account Reduction Restoration 
requested 
ere isan alae lds emategmeniieedeitiemiiaga editcommiinitarpessie Rebediihas Ailleiceneied 
Food and Drug Administration: Salaries and expenses -........---...---.-.-- —$78, 000 $78, 000 
of Education: 
I INR SINE ides cande oan nnnnccueneansensesuscussesens 9 ee Ono cnneme 
aemanee for Genool construction ........--.-.....-...---...2-~.-....-.-- woe I 
tic tac nwindkerccssccenancnR sacks teseancapeyeeens WRG EEE louncnreceeeies 
Public Health Service: 
i ac seinen a pes obemmigneseaeimeroniaa MU icon coon tp eientoars 
Construction of Indian health facilities (Sells, Ariz.) ............--.--.-- —186, 000 186, 000 
Social Security Administration: 
Salaries and expenses, Bureau of Old-Age and Survivors Insurance... __- 1 D BIE OOO Took cnn ccocce 
Grants to States for public assistance.................................... A OO TRO Cn acmnmnawias 
Office of the Secretary: 
Office of Field Administration: Transfer.........................-------- I cies coment 
Office of the General Counsel -_--_--_--- ie Uinti bala area bamanes tee mar Sica icaesieabsae 
exc nt weakens AGMA lake bets ue Bevin dd Obeoncssmenus a A dn neennguden 
Le eae ae — 56, 000 54, 000 





AMENDMENTs REQUESTED TO H.R. 5916, 86TH CONGRESS, IN THE SENATE OF 
THE UNITED STATES 


FOOD AND DRUG ADMINISTRATION 
1. Page 13, line 20, strike out “$1,072,000” and insert “$1,150,000’’, 
PUBLIC HEALTH SERVICE 
2. Page 14, line 22, strike out “$1,700,000” and insert “$1,886,000’’. 
WHITE HOUSE COUNCIL ON AGING 


3. Page 17, line 15, strike out “$790,000” and $756,000” and insert “$844,000”’ 
and “$810,000’’, respectively. 
JUSTIFICATION 


Senator Hitu. For the Food and Drug Administration a reduction 
of $78,000 from the Supplemental request for $378,000 to finance the 
work under the Food Additive Amendments of 1958 was made by the 
House and we have an appeal for restoration of this cut. We will 
insert certain portions of the justifications and will hear from the 
Deputy Commuissioner, Mr. Harvey, in support of the appeal. 

(The material referred to follows:) 


This proposed supplemental appropriation includes $378,000 for activities 
made necessary by the enactment of Public Law 85-929, approved September 6, 
1958, which amends the Federal Food, Drug, and Cosmetic Act to prohibit the 
use in foods of additives which have not been adequately tested to establish their 
safety. The remaining $772,000 is for increased pay costs authorized under 
Public Law 85-462. 

On October 7, 1958, this appropriation was reapportioned, pursuant to section 
3679 of the Revised Statutes, as amended (31 U.S.C. 665), on a basis which 
indicated a necessity for a supplemental estimate. This action was reported to 
the Congress by the Director of the Bureau of the Budget on that date. 


88932—59——18 
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Program and financing 


Nee en enn nnn en ne ae 
1959 presently} 1959 revised | 1959 increase 





available estimate 
LL, 
Program by activities: 
1. Field inspections, investigations, and laboratory anal- 
lied ies Gis ahi arian tat ahandbiandigta biinin mateme $7, 167, 600 $7, 265, 900 +$98, 300 
“> Sensarsh I re oa wenn 1, 709, 200 1, 945, 800 +236, 600 
3. Compliance, consultation, ‘ond NII on cei mtrensets 521, 100 548, 600 +27, 500 
| oe nacaenanbesancacse 573, 400 578,400 |. 40: : 
I dk en ee cacccseneanans 600, 700 616, 300 +15, 600 
6. 1959 program obligated in 1958_...........-............- —5,813 —§, 813 [os 
Saeuamnie required for pay increases. ....................- EEE Noniuwnteeenans +772, 000 
ec tet ae fl ee 
NGS. 6 ..t4cegie ict aeons Sie cindonencdesupee 9, 794, 187 10, 944, 187 1, 150, 000 
Financing: 1959 appropriation available in 1958.............-- 5, 813 5, 813 |. ee 
SS eS ee ee hemeenntbanchatininenmeie 
| 5 RRR RL RL el COA 9, 800, 000 10, 950, 000 1, 150, 000 


Object classification 
eens ls sssssspeeseeesanse st 

















19°9 19°9 199 
presently revised increase 
available estimate 

Se , 
‘Total number of permanent positions. . _..-.-_-.---------- 1,251 1, 312 +61 
Full-time equivalent of all other positions.............------ 6 Sit. 
Average number of allemployees... = ---------------------- 1, 191 1, 225 434 
Number of employees at end of year_...-..---... -.-------- 1, 228 1, 288 +60 
01 Personal services: 
PURI, OOOO... 8. pce nw ewennnnne ey 7, 782, 600 $8, 002, 300 | +219, 700 
Positions other than permanent-_--_---_-----.-- aa 38, 900 38,000 |___- 
Other personal services - - - - - Ses ncitit wees wae 50, 000 50, 000 | 
Den PEL SEE VIIOR gs 5 3 = = pon siren ne pwe scenes 7, 870, 600 8, 090, 300 +219, 700 
02 Travel.. pi aenn Sate swakkiiawne mare ae 436, 500 449, 500 +13, 000 
03 Transportation of things .--. --- onayee= en eee 84, 800 85, 800 +1, 000 
ee eres 113, 700 115, 700 +2. 000 
es Eo. os wa cenemencasoeeenence 1,800 1000 ht aoe - 
a ee er IONE, |< 2 5 5 ci ce pee gna cspewceee F9, 700 60, 600 +900 
07 Other contractual services.... --- wo eeennnene nee 181, 9% 184, "00 +2, 600 
“ervices performed by other 0 ea a aS “4, 000 87, 000 33, 000 
p> es ee See Sk ed ls 309, 100 322, 100 +13, 000 
amples. -.- autnisieppiepinal: ube 114, 400 118, 460 +4, 000 
09 Equipment 838, 500 913, 300 +74, 800 
11 Grants, subsidies, and contributions: Contribution to 
Civil “ervice Retirement Fund. : 501, 800 515, 800 +14, 00 
13. Refunds, awards, and indemnitics_-..----------- eal 3, 000 3000 |... cc oe 
15 Taxes and assessments... cit nine wgen's 2, 200 2:20 | .n0n scene 
POE SO Go. ~- 2285-582 S cds —, 813 5,613 |.-...s0eeaee 
Supplemental required for pay increases...........-- —772,000 |...--- +772, 000 
NR isnt a> 0 4 5 cote cane eels 9, 794, 187 10, 944, 187 +1, 150, 000 





NARRATIVE JUSTIFICATION 


A supplemental appropriation is requested for 1959 to implement the Food 
Additives Amendment of 195S (Public Law 8°—929) and to provide for increased 
costs associated with the Fed eral Employees Salary Increase Act of 19S (Public 
Law 87-462). The amount of the supplemental requested is $1,150,000 and is 
broken down as follows: 


ee ae hie enw win hn mein ma ae a= mm $772, 000 
Cost required to implement the food additives amendment_____-____ 378, 000 
a iiss giannis mpnew is aw dine mie widen aie wh hai 1, 150, 000 


NEED FOR SUPPLEMENTAL APPROPRIATION, FOOD ADDITIVES AMENDMENT 


Public Law 85-929 amends the Federal Food, Drug, and Cosmetic Act to pro- 
hibit the use in foods of additives which have not been adequately tested to 
establish their safety. Enactment of the new law has immediate implications 
involving the health and welfare of the people. The new amendment places 
new and immediate responsibilities on the Food and Drug Administration which 
were not contemplated in the regular 1959 budget and subsequent appropriation 
action. 
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ADDITIONAL RESPONSIBILITIES UNDER THE NEW AMENDMENT 


The following additional responsibilities are added under the new amendment: 

(1) Responsibility calling for a precise determination by the Food and Drug 
‘Administration to insure that every single substance to be added to a food or to 
be used in the production, manufacturing, packing, processing, preparing, treat- 
ing, packaging, transporting or holding of food is safe under the conditions of its 
actual or intended use, including responsibility for the establishment of tolerances. 
(Pesticide chemicals in or on raw agricultural products are excluded due to their 
coverage under the basic law.) 

(2) The issuance of regulations prescribing the conditions (including specific 
tolerances) under which an additive may be used—either on the basis of determi- 
nations made as a result of petitions, or as a result of evaluation made at the 
jnitiative of the Food and Drug Administration. 

(3) Increased emphasis on the enforcement aspects of the food and drug pro- 

am (establishment inspections, sample and data collection, and laboratory 
analysis) to insure that (1) additives which have not been cleared are not used in 
foods which flow in interstate commerce and (2) where an additive has been ap- 
proved, it is used under conditions consistent with the approval. This latter 
requirement pertains primarily to tolerances. 


SOURCE OF PETITIONS 


Petitions under the new amendment will come from several sources: chemical 
manufacturers of additives, food manufacturers and processors, container manu- 
facturers, producers of raw materials for containers and packages such as paper 
and adhesive manufacturers, and others. While no estimate is available as to the 
total number to be received, the following information is available indicating the 
source of petitions: 


Chemical manufacturers 


The last census of manufacturers lists a total of 11,075 establishments develop- 
ing and producing chemicals and allied products. This major group includes 
establishments producing basic chemicals, and establishments manufacturing 
products by predominantly chemical processes. : 

Of the 11,075 chemical manufacturing establishments, the following are con- 
sidered to be the ones most likely to manufacture chemicals and other materials 
for use in foods, containers, and other products subject to the act. 

Number of 





establish- 
Classes of manufacture: ments 

on on scenes cer gs se tol ge hg whe aorap ht nm nay raping aa ae 518 
a a ate ee ws aie rae Richter bn ma hs ow edged a 

sc tes crcl bin io siantiaencchees ener 117 

wo i chsh ear ts eel i wien hts ssa nag 1,013 
Chemical products, not classified _ ~~ .--..--..-..-..-..-..-.-....- 4, 070 
Sis ts tia ernie =a cat eceite deinen ik nes acm bien et tryna ink aie tenes selec piece 6, 490 


On the basis of census data and information obtained from the Manufacturing 
Chemists Association, we estimate that there may be as many as 2,500 chemical 
manufacturing firms (not establishments) representing potential petitioners. 


Food manufacturers, processors, and storers of food 


The degree to which potential petitioners exist in this area is not certain. We 
do know, as a result of the recent FDA workload survey which was conducted in 
1957-58, that there are 73,000 food manufacturing, processing, and storage estab- 
lishments subject to FDA inspection. Of this number, about 26,000 are not 
likely to represent. potential petitions due to the nature of their operations. This 
leaves a balance of 47,000 establishments as either actual or potential users of 
additives for which petitions will be filed. We do not yet know the number of 
firms represented by this statistic. It is certain that a large number of petitions 
will come from this source. 


Container manufacturers 


It.¢an be expected that petitions will be received from food container manu- 
facturers because of chemicals used in enamel-lined cans, in closures for -gtass 
containers, in the production of plastic and ‘paper containers, etc. The Thomas 
Directory of Manufacturers lists 362 firms that manufacture containers (plastic, 
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glass, tin, other metals, fiber, and paper) not including shipping cartons. These 
362 firms may be regarded as the potential universe for the food container jp. 
dustry. However, producers of raw materials, such as paper and adhesives 
probably represent the largest source of petitions in the field of containerg and 
packages. 


IMPLEMENTATION OF THE NEW AMENDMENT DURING 1959 


The Food and Drug Administration is faced with immediate workloads for 


which it is currently neither staffed nor equipped to undertake. These workloads 
include: 


Issuance of regulations 


Regulationmaking represents a basic and continuing responsibility under the 
new amendment. The Secretary is required to issue the following regulations 
immediately: 

(1) Regulations citing the full implications of the new law from both the 
standpoint of manufacturers, processors, etc., and the Food and Drug Adminis- 
tration. These regulations will establish— 

(a) The administrative procedure to be followed in connection with the 
filing and processing of petitions. 

(b) The technical procedure to be followed by both industry and FDA in 
the development of tolerances for additives currently in use as well as new 
additives. 

(cy The above regulations were issued in the Federal Register in the form 
of proposals on December 9, 1958. Following review and comment by 


interested parties final regulations are expected to be issued effective in 
early March. 


Compilation of data and development of methods 


Additives have been put in or on foods since time began. The Food and Drug 
Administration has given special attention to the problem for years and has 
prohibited the use of numerous additives. It has at the same time sanctioned— 
either formally or informally—the use of many additives. Even so, the Food 
and Drug Administration does not have complete data on the extent to which 
additives are being used in foods—where, by whom, etc. 

In many cases Food and Drug lacks the necessary analytical techniques and 
methods required to implement the new amendment both from the standpoint of 
making determinations as to safety and the establishment and control of tolerances. 
The compilation of data needed to identify the extent and condition of additive 
usage and to support determinations of safety will, along with the development 
of new analytical methods, require immediate attention. 

1. Compilation of supporting data.—One of the first steps under the new amend- 
ment involve the making of determinations regarding those additives already in 
use. The amendment specifically exempts additives which were in use prior to 
January 1, 1958, from the enforcement provisions of the law for a period of 
18 months.’ This grace period was established to give the Food and Drug Admin- 
istration and affected manufacturers and processors sufficient time to develop the 
necessary data to support determinations of safety and the establishment of 
tolerances. FDA is approaching this requirement in two ways: 

(a) The ctaliichinent of a master file of existing data: Under this plan 
all existing records in possession of FDA (correspondence, scientific journals 
and papers) dealing with food additives now in use will be assembled and 
established as a master file. This will serve as a central point of reference 
and will be used— 

(1) In connection with the reappraisal of food additives now in use 
which have received prior sanction from the Food and Drug Adminis- 
tration. 


(2) To validate or deny statements of manufacturers, etc., claiming 
prior clearance. 

(3) To screen and process inquiries and petitions. 

(4) To evaluate the extent to which determinations of safety and the 
establishment of tolerances are required for heretofore nonsanctioned 
additives now in use. 

(b) Establishment of data collection program in district offices: As pointed 
out above, the Food and Drug Administration has limited information on 





1 This period may be extended for an additional 12 months tthe discretion of the Secretary of Health, 
Education, and Welfare. 
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the extent to which chemical additives are used, the products and users 
involved, and the history of their use. 

A program wil! be instituted in each district office to provide answers to 
these questions. This will be accomplished by extending the present average 
time allowed in the field for inspections of food establishments. 

2. Development of analytical methods.—This represents an imposing problem in 
the administration of the food additives amendment. Until now, FDA has 
operated under a concept recognizing an additive as being either harmful or 
harmless, per se. Under this concept, additives have been tagged as ‘‘harmful” 
if under any condition or in any quantity they produced a toxic effect—either 
chronically or cumulatively. The new law requires that if the additive achieves 
its intended effect and can be used under certain conditions and in certain quan- 
tities without harm it may be used under a safe tolerance. In every case the 
additive must be evaluated in terms of its cumulative effect. 

While it is true that the burden of proof rests with the petitioner in the estab- 
lishment of a tolerance, experience with pesticides and new drug programs has 
shown that FDA must be geared to appraise and evaiuate the techniques used 
by the petitioner in support of his claims for the safety of an additive. 

A second and more immediate problem arises from the fact that FDA must 
develop analytical methods and techniques to be used by the district offices to 
assure that, once established, tolerances are not being violated. Additives in 
foods represent an extremely complicated field of analysis involving innumerable 
substances in the most minute quantities. The methods needed to meet this 
need for the most part do not exist and must be developed. 


Processing of petitions and program coordination 


Petitions are now being received by FDA. To date 15 petitions have been re- 
ceived by FDA, 2 of which have been processed. The remaining are undergoing 
review. While the exact volume of petitions to be received during the first phases 
of the program is not known, on the basis of past experience with the new drug 
and pesticide gnoqnene and from preliminary information already received, it is 
clear that FDA will be faced with innumerable inquiries and requests for negotia- 
tions prior to the filing of formal petitions. Such negotiations have already been 
encountered—over 500 informal inquiries have already been received concerning 
350 different additives. 

on previous experience, FDA has set up a central clearinghouse through 
which all inquiries and requests for negotiations will be processed. This group 
will at first be attached to the Office of the Commissioner and will serve as a focal 
point for the coordination of all aspects of the program, including the establish- 
ment of basic policy, the issuance of regulations, the collection of records and 
data, " the development of necessary scientific research, including methods 
research. 

During the formative period, this plan will have the advantage of providing 
adequate program coordination with minimum impact on the regular ongoing 
programs which FDA is trying to strengthen and improve. 

As the program advances, this group will be integrated into the regular organi- 
tational structure. 

Additional cost required to implement the new amendment, $378,000.—Three 
hundred and seventy-eight thousand dollars are requested to add 61 new positions 
in 1959. A lapse factor of 47 percent has been applied. The positions to be 
added fall into five categories as follows: 

entific positions, 25 positions.—A total of 25 positions—chemists, pharmacolo- 
ists, biologists, etc.—are requested for assignment to the departmental staff. 

é personnel will work on the following: 

(1) The scientific appraisal and evaluation of additives necessary to the 
making of determinations as to safety and the establishment of tolerances. 
This work will involve an evaluation of formal petitions as well as reevalua- 
tions of previous actions taken by the Food and Drug Administration. 

2. Collaboration in the preparation and issuance of regulations, including 
regulations involving tolerances. 

_ 3. The development of analytical methods and techniques. 
Scientific supporting services, eight positions.—Eight positions are requested to 
the necessary support for the new professional scientific personnel identi- 
fied above. The positions requested are laboratory aides, animal caretakers, 


laboratory dishwashers, etc. 


pervisory positions, three positions.—Three food and drug officer positions are 
requested to establish the clearinghouse procedure outlined above. 
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Clerical positions, nine positions.—This category includes the secretarial staff 
needed to support the scientific and professional positions discussed above, A 
total of five are provided for this purpose. Also included are four clerical ang 
procedural positions. 

Inspectional positions, 16 positions.—Sixteen new positions are requested for 
assignment to the field—1 inspector position to be added to each of the 16 district 
offices. As explained above, these assignments are requested to establish g 
special program of data collection in each district. This will be accomplished by 
extending the average time allocated for food inspections by an average of one 
hour per inspection, computed as follows: 











Number of food inspections planned for 1959 -.....-..-.--.-------- 16, 500 
Number of hours per inspection (average)._.......-.-------- hours-- 7.1 
Total inspection hours, food inspections. -.......-.---------- do__-- 117, 150.0 

Add 1 hour per inspection extending food inspection average to 8.1 
i cena o mane mance hours... 16, 500.0 
Tetal hours, food insnections.....................---- do... 133, 650.0 


Average annual inspection hours per inspector (food inspections, 1,000 hours 
per year). Number inspectors required 16,500 inspections divided by 1,000 
hours equals 16.5 inspectors. 

When considered on the basis of 16 district offices, the above converts to 
roughly one inspector per district office. 

The additional inspectional time will be used to give increased attention to 
food additives in general plus the collection of special data which will be compiled 
to identify (1) the number of firms using additives, (2) when used initially, (3) 
identification of additives used, (4) the extent to which used, and (5) the history 
of their use. 

Other objects of expense, $158,300.— 

02 Travel: The additional travel requirements for the 16 new inspector posi- 
tions is estimated at $12,800. Travel for the three Food and Drug officers is 
estimated at $200 for a total increased travel requirement for 1959 of $13,000. 
This will allow 63 travel days per new inspector and 5 days for each of the 3 new 
Food and Drug officers. 

03 Transportation: An amount of $1,000 is estimated for this purpose to 
cover shipping costs of samples, supplies, materials, etc. 

Communications: The total communications requirement associated with 
the 65 new positioys is estimated at $2,000. 

06 Printing and revroduction: An amount of $900 is required for the printing 
and reproduction of additional forms, reports, instructions, etc., for the additional 
personnel. 

07 Other contractual services: Contributions for Federal employees group 
life insurance for 1959 is estimated at $800. Cost of enlarging office and scientific 
departmental facilities to house new laboratory and related installations is esti- 
mated at $33,000. This work will be performed by GSA. Other contractual 
services are estimated at $1,800 for a total of $35,600. 

08 Supplies and material: A total of $17,000 is required for supplies and ma- 
terials, as follows: 


Office supplies ($25 per new employee) --_--_--....------------------. $1, 625 
Scientific supplies ($400 per scientific position) .........-------------- 9, 900 
I erespacahetonmnine ss memieinl 1, 475 
See GEIEIEE OGRIOCLIONO nn rs ee mee stem inece 4, 000 

San A Abe ila lhe dll apa a ee 17, 000 


09 Equipment: An increase of $74;800 is proposed for equipment, as follows: 
Laboratory equipment ($1,100 per scientific position plus $665 per em- 


van sae saoenenry alae: Gor.) a re Se _. $36, 500 
Desks, chairs, and related items: Furniture etc., for 3 food and drug offi- 
ISI hii at Ee gE ap ape al eA OTE aie ag SE 1, 00 
Desks, chairs, typewriters, filing equipment, etc., for all other em- 
Ne ee oe ven dectcadnenvcncameeee 14, 800 
Special scientific equipment.______.=._-.-_.-----2_-_-__----------- 22, 000 
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Special scientific equipment. will be needed immediately to conduct the special 
analyses required. Two specific items which are not included in the regular 1959 
pudget are included in this supplemental request: one ultraviolet spectrophoto- 
meter and one infrared spectrop> otometer. 

11 Contributions to the retirement fund: An increase of $14,000 is requested 
to cover contributions to the retirement fund. 

Increased pay and related costs, $772,000.—Two provisions of Public Law 
85-462, Federal Employees Salary Increase Act of 1958, affect pay costs for 
FDA personnel: 

Section 2: Authorizing general pay increase for all classified positions. 

Section 12: Authorizing additional exempt positions among certain scarce pro- 
fessional scientific skills. 

In summary, total costs related to the two provisions are as follows: 

General raise, classified employees -_-_-_--....-.-.------------------ $812, 900 
Cost of converting 4 scientific positions to rates equal to or in excess 
of $17,500 (exempt positions) as authorized by the Civil Service 


Commission under sec. 12, Public Law 85-462___________________- 10, 000 
Gross supplemental appropriation recuest__.-.....---.------ 822, 900 

Less absorption through administrative action__-_-_-- Roe cee ha reset 50, 900 
Net supplemental appropriation required, 1959__.___.__------ 772, 000 


GENERAL STATEMENT 


Mr. Harvey. Mr. Chairman and members of the committee, the 
Food and Drug Administration’s supplemental estimate covers two 
items: $772,000 related to additional pay costs authorized by the 
Federal Employées Salary Increase Act of 1958 and $378,000 to finance 
the food additives amendment to the Federal Food, Drug, and Cos- 
metic Act. 

As you know, this amendment was passed during the closing days 
of the last Congress, too late to permit appropriation action for the 
current year. 

Senator Hitt. You mean the amendment to the basic act? 

Mr. Harvey. That is right. 

The program therefore, is currently being financed on a deficiency 
apportionment basis. The Congress, I believe, was notified of this 
action last October. 

If I may, I should like to run through the elements of increase 
included in the supplemental. The $378,000 requested for implemen- 
tation of the food additives amendment will provide 61 additional 
positions, including scientific positions (chemists, pharmacologists, 
and bacteriologists), laboratory personnel, and some additional inspec- 
tional staff to be placed in Food and Drug district offices to work on 
the initial enforcement of the law. As you know, this new amend- 
ment requires that the Food and Drug Administration establish 
safety tolerances for food additives based on findings presented to 
the Food and Drug Administration by industry. 


SAFETY TOLERANCES FOR FOOD ADDITIVES 


We know from past experience with other provisions of our law 
requiring the establishment of safety tolerances that the task of 
evaluating scientific evidence submitted by industry is not merely a 
question of routine administrative procedure. To the contrary, it is. 
& process which requires competent scientific evaluation of data deal- 
Ing with the complex problem of toxicity. The scientific ‘positions 
requested in this supplemental, therefore, are essential if we are to 
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meet our obligations under this new lew. Also related to the scien. 
tific aspect of the supplemental is a limited amount of money, $58,500 
for special scientific equipment required to administer this new 
amendment. 

The supplemental will also provide some technical and clerica} 
positions to work on the development of regulations and to provide 
general coordination of the new food additives program. We are 
already experiencing a mounting workload in the form of both peti- 
tions for tolerances and inquiries from industry. Since enactment of 
the amendment last summer, we have received over 500 inquiries 
concerning some 350 different uses of additives. Almost all of these 
require negotiations with industry. We have also received 18 formal 
petitions for tolerances and anticipate that this number will reach 40 
to 50 by the end of the current fiscal year. 

Insofar as the House action is concerned, the full request for funds 
to cover increased pay costs was allowed. The House did, however, 
reduce the amount requested for implementation of the food additives 
amendment from $378,000 to $300,000. In so doing, the House report 
indicated a reduction in authorized staff for this purpose of 11 posi- 
tions—from the 61 positions requested to 50. Under the deficiency 
spending plan mentioned previously, we have already hired 52 of the 
61 positions requested in the supplemental. The House action would 
require that two of these positions be eliminated between now and 
June 30 through attrition and that we not hire 9 others as originally 
planned. I should like to emphasize that, with the exception of 
three, all of the positions involved are scientific or scientific supporting. 
We feel that the particular positions will have to be placed as soon 
as possible one way or another. If the House action is sustained, we 
will be required to place them by substituting staff authorized for 
other work, thus our basic program, which is already seriously under- 
staffed, will be required to carry the burden of the reduction. 

During the last several years we have been making a concerted 
effort to modernize and improve our laboratory facilities and equip- 
ment. The food additives amendment imposed special requirements 
for certain items of modern laboratory equipment which we do not 
now have. The amendment has added to the already pressing need 
for additional laboratory facilities. As mentioned earlier, the supple- 
mental includes $58,500 for scientific equipment. The House action 
reduces these funds by $22,000. As a result, no future purchases of 
special scientific equipment for food additives work will be possible. 
By the same token, $33,000, which was included in the supplemental 
for space renovation and enlargement of our laboratory facilities, 
would be eliminated under the House action. 

Members of this committee are aware, I am sure, of the serious in- 
adequacies which exist throughout the Food and Drug Administration 
with respect to both space and equipment. In fact, this committee has 
been instrumental in making additional funds available to relieve these 
problems. The House action, if sustained, would impair our ability to 
make further improvements in our quarters and equipment. 

Senator Hiiu. Do you propose, if you get this restoration, that next 
year’s budget will have the same number of places that you have under 
this restoration? 

Mr. Harvey. Yes, sir. 

Senator Hitz. In other words, you will not be asking for any 
increase next year if you receive these additional 11 places? 
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FOOD ADDITIVES AMENDMENT PROGRAM 


Mr. Harvey. For supporting the food additives amendment, there 
js an additional request in the 1960 budget, Mr. Chairman, $48C,800 
and 60 more jobs. That would make a total of 121 jobs and a total 
appropriation of a little over $900,000 to carry through that work. 

eater Hitz. This restoration which you ask for involves 11 

itions— 3 chemists, 1 biologist, 1 bacteriologist, 1 pharmacologist, 
9 laboratory aides, 2 clerks, and 1 management analyst? 

Mr. Harvey. Yes, sir. 

I shall be glad to answer any questions. 

Senator Hitt. Do you have any questions, Senator Ellender? 

Senator ELLENDER. No. 

Senator Hitt. Thank you very much, Mr. Harvey. 


FREEDMEN’s Hospirau 


STATEMENTS OF DR. CHARLES E. BURBRIDGE, SUPERINTENDENT, 
FREEDMEN’S HOSPITAL; HENRY H. BAIRD, BUDGET AND FIS- 
CAL OFFICER; DANIEL 0. MATHEWSON, ACTING FOR DEPART- 
MENT BUDGET OFFICER 


Wace Boarp Satary INCREASES 


Senator Hiii. Next we will hear from Dr. Burbridge. 

This is a supplemental for salaries and expenses, Freedmen’s 
Hospital, for $20,500 required to finance wage board salary increases 
occurring in this fiscal year. 

The justifications will be inserted in the hearings, and we will hear 
from Dr. Burbridge in support of the item. 

(The justifications referred to follow:) 

Request is hereby made for an additional $20,500 in supplemental funds for 


fiscal year 1959. These additional funds are required in order to finance wage 
board salary increases which were effective January 11, 1959. 


Wage board increases 


General | Tubercu-| Out- Train- | Admin- 

















hospital losis patient ing istration | Total 
hospital 
Regular payments, Jan. 11 to June 30, 1959.| $12, 630 $3, 530 $1, 265 $815 $275 $18, 515 
ON se ce cc oee soceenene 200 60 20 15 5 300 
Holiday and overtime------..-..--------- 260 70 25 15 5 375 
a Belli ctcisnniy ae mencine 80 20 10 5 0 115 
en dw cad aces 830 220 80 50 15 1, 195 
RN fait aiccmetnionteenmniascebecss 14, 000 3, 900 1, 400 900 300 20, 500 


On January 11, 1959, wage board increases were placed into effect on 153 
ungraded positions. The foregoing schedule itemizes the increases resulting 
from this wage board adjustment for the portion of the year in which additional 
funds will be required to support this unbudgeted mandatory increase in 1959. 

After review of actual obligations for the first 8 months and projections for the 
remainder of the fiscal year, the hospital is unable to absorb the amount being 
requested in this estimate without deferring the purchase of urgently needed 
equipment. 

A detailed analysis has been made of reimbursements from non-Federal sources 
in an attempt to finance these wage board increases through this source. Though 
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the level of reimbursements for the first three quarters has been slightly below 
the total estimate projected for 1959, the hospital believes it will earn the entire 
amount shown in these estimates. 

Since no relief is expected from the above-mentioned sources, the sum of 
$20,500 is, therefore, being requested to finance wage board salary increases, 


Program and financing 























Presently Revised Increase (+) 
available, estimate, or deer 
1959 1959 (—) 
ciascatniaeceibcalpmeeell cpanel ae 
PROGRAM BY ACTIVITIES 
Direct obligations: 

1. Inpatient services: 
I ddim $1, 741, 692 $1, 755, 692 +$14, 000 
(6) Tuberculosis hospital_.......................--- 282, 977 286, 877 +3, 900 
lis nnctnminsehnconinbenenchnnreese 271, 483 272, 883 +1, 400 
dic cbinesachGowonnnpensenaustecons 525, 531 526, 431 +900 
Bi eNOS Sir nig a epARsd inte boon ghapaenbecs 269, 317 269, 617 +300 
Ne oe occachasecoaanadenel 3, 091, 000 3, 111, 500 +20, 500 

Reimbursable obligations: =m 

1, Inpatient services: 

i ce ahaci liana genoa kame. 1, 005, 720 3, C0 TRO Nencabcanees 
i ES Ee ee ee 147, 900 347, 000.1..5..5.i555 

Neen sac ean acenatarantncabeneial 162, 690 BOR MeO lo accmcaeeee 
I oi cen cccacccweewss ski e latear clades eimiontelnte 162, 690 303;000 |.....4: 35... 
Total reimbursable obligations--..............-- - 1, 479, 000 Ay BTEC ON Ines nnsceueee 
ee aimenatl 4, 570, 000 4, 590, 500 +20, 500 


FINANCING 


ee from non-Federal sources (82 D.C. Code 
318) 
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Presently Revised Increase (+) 
available, estimate, or 
1959 1959 decrease (—) 
‘otal number of permanent positions.................---.---- 688 ee 
Full-time equivalent of all other-positions_.............22....- 174 PIA E Satna) elke 
Average number of all employees- ---.-.....-.-.-.....-..-..-- 828 Selene eeeealenys 
Number of employees at end of year. --..-.....---...-.-..--..- 838 a trivia te 
OE Gs oo niin incccscudensesneasewanme RO SEG 6S: DRO Licccndccccecas 
I i cerca nicnndind biidicwwundiminmnns $3, 575 $3, 805 +$230 
Personal services obligations: 
IE SINE os us innanccasaccontanshekenaseenuies $2, 877, 600 $2, 896, 115 +$18, 515 
Positions other than permanent .._.---_..----------:.2... 443, 385 CARING Bonciacécnmaade 
ne inn tlc mm caemonnbmes aan 421, 015 421, 690 +675 
Total personal service obligations................--..._- 3, 742, 000 3, 761, 190 +19, 190 
Direct obligations: a 
i inca dnt poate nhinnlindeG angie owls wong 2, 568, 551 2, 587, 741 +19, 190 
EE i Rircatcula seid naw tuwohuwwbsitieethudseadt da tuva 1, 500 ROO h.43 5.555505 
Pe eemenorsetion OF things... 8 cnciccnnencinnnsicen«s 400 Dn aetnieen tees 
04 Communication services. ........2-..2...--22-2212-<.- 24, 375 DESIG Fo but bated 
05 Rents and utility services_.._. Gite idee et iiadedtie td 93, 820 CB GOD Bilt cecaind tule 
 -Pemting and reproduction...........-......2... cases. 3, 785 orca chen. 
07 Other contractual services. ----.......2---2 co. 26, 655 26, 770 +115 
Services performed by other agencies__...__..____- 12, 665 es ea ci wean 
© Supplies and:materials............-.2222- 2-222 eel. 332, 730 SER TOO fa cetncddcoccue 
NR Sis ok acacia citeleckwaidaciuh Ononand piindaned 37, 550 | ee s ee 
11 Grants, subsidies, and contributions____.........-._.- 98, 315 99, 510 +1, 195 
op “Danes and aesessments.....--... 25.20... 10, 500 10, GOD heb nice ccaScis 
; PE iciguatnecoicteercucncaesense tect teltem 3, 210, 846 3, 231, 346 +20, 500 
Deduct charges for quarters and subsistence. _..........._____ 119, 846 Re el herria tence 
y vereenn Gineot Obligations. «ooo. oo i 3, 091, 000 3, 111, 500 +20, 500 
Reimbursable obligations: 
NT NON ooo. cn cecnackesceunewabnwneee 1, 173, 449 
ir in IMs WMC SOTVIOS... ...-.-co-ceccncncacccoune 29, 580 
07 Other contractual services... ___-....-.2--2-2. Le. 14, 790 
@ Supplies and materials............4..---.. 22024-2202. 192, 270 
UD co nhnctnncnvsenawaneuse Sita bansaen eee Lie 14, 790 
11 Grants, subsidies, and contributions. _............._- 59, 160 
BNE ch Se cedt Saket nak cb hab ocdel tbat idds. Se 1, 484, 039 
Deduct charges for quarters and subsistence-..- 5, 039 itch ecs 
Total reimbursable obligations............<....-.......- 1, 479, 000 Je S7RIOOO. 1 in crore cdaces 
I a a 4, 570, 000 4, 590, 500 +20, 500 
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PURPOSE OF APPROPRIATION 


Dr. Bursrivee. Mr. Chairman and members of the committe: | 
| 


Freedmen’s Hospital is requesting consideration of a supplementg] 
appropriation for fiscal year 1959 in the amount of $20,500. 

This appropriation is to provide funds for the financing of wage 
board salary increases occurring in this fiscal year. 


NEED FOR SUPPLEMENTAL FUNDS 


On January 11, 1959, wage board salary increases were put into 
effect on 153 ungraded positions at an estimated cost of $20,500, 
Inasmuch as these increases were not contemplated, and beyond the 
control of the hospital, they were not budgeted for in the origina] 
estimates submitted to Congress for fiscal year 1959. 

A review of reimbursements from non-Federal sources has beep 
made to determine whether the additional cost could be financed from 
this source. Since the actual collections from pay patients are slightly 
below the amount budgeted it will not be possible to absorb these pay 
increases. The hospital is, therefore, requesting that $20,500 be 
made available in appropriated funds to support this mandatory item, 

This, of course, is in addition to classified pay increases of $116,000 
included in House Document 90 and making a total supplemental 
request of $136,500 for salary increases in fiscal 1959. 

Senator Hiii. This $20,500 that you are requesting now in this 
supplemental budget estimate is for salary increases brought about by 
the wage board action in these 153 positions? 

Dr. Bursrince. Yes, sir. 

Senator Hitz. You do not have any control or anything to do with 
that? That is beyond your jurisdiction? 

Dr. Bursripce. That is right. 

Senator Hitt. Do you have any questions, Senator Ellender? 

Senator ELLEnpeER. No. 

Senator Hitz.-Thank you very much, Doctor. 


Pusuic HeattH SERVICE 
HOSPITALS AND MEDICAL CARE 


STATEMENTS OF DR. KENNETH R. NELSON, CHIEF, DIVISION OF 
HOSPITALS; DR. ARNOLD B. KURLANDER, ACTING CHIEf, 
BUREAU OF MEDICAL SERVICES; HARRY L. DORAN, DEPUTY 
CHIEF FINANCE OFFICER; DANIEL 0. MATHEWSON, ACTING 
FOR DEPARTMENT BUDGET OFFICER 


HOSPITALIZATION FOR DEPENDENTS 


Senator Hitt. The committee has just received a supplemental 
estimate for “Hospitals and medical care, Public Health Service,” for 
$384,000 required to cover the additional cost of hospitalization for 
dependents and retired personnel under the Dependents’ Medical 
Care Act. 

The justifications for this item will be inserted in the hearings and 
Dr. Nelson, Chief of the Division of Hospitals, will summarize the 
need for the funds. 


oe ———-—— 
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(The justifications referred to follow:) 


The request for supplemental funds is in the amount of $2,554,000 of which 
$2,170,000 relates to a previously submitted supplemental request for funds to 
cover the cost of pay raises and wage board increases. ‘The difference of $384,000 
represents the financial requirement to cover the additional cost of hospitalization 
for dependents and retired personnel under the Dependents’ Medical Care Act. 

The 1959 appropriation for dependents’ medical care amounts to $1,866,000, 
calculated on the basis of an estimated average daily patient load of 117. Current 
estimates of this load for 1959 amount to 145 at a cost of $2,250,000, or an increase 
of $384,000 over the 1959 appropriation. 

Revised dependents’ medical care regulations have been issued effective October 
j, 1958, restricting the freedom of choice of dependents between Federal and non- 

ederal hospitalization. It was expected that outside costs would be reduced. 
Since that time, a substantial increase in workload has occurred which for the 
most part is being cared for in Federal hospitals. Although the revised regula- 
tions will undoubtedly curtail some of the large costs resulting from the use of 
pon-Federal hospitalization, there presently exists a need for a supplemental 
appropriation in order to meet the costs of the projected higher patient load. 
This is further supported by the fact that the first 6 months’ cost of all hospital- 
jsation so far this fiscal year amounted to $1,147,700 or 61.5 percent of the 
$1,866,000 presently available. This leaves only $718,300 available for the 
remaining 6 months. 

It is therefore requested that additional funds in the amount of $384,000, and 
that a corresponding increase in limitation, from $1,866,000 to $2,250,000, be 

roved. 
™ e original and revised estimates are summarized in the table that follows: 





Average daily patient load Requirements Difference 


Actual} Orig- Re- Unit Original Revised | Work- | Require- 





1958 inal vised cost 1959 1959 load ment 
1959 1959 
I. Contract hospitaliza- 
tion: 
Tependents___......- 99 87 100 | $52.89 | $1,679, 522 | $1,930, 485 +13 |+$250, 963 
Less amount paid by 
dependents, 6,351 
cases in original 
estimate and 7,300 
eases in revised 
a sci crates el adriesssaioabis cea Seabee —158,775 | —182,500 |_...--- —23, 725 
a Ne 1, 520, 747 8 6) 227, 238 
nn ceocs iccimmeane +44, 253 +50, 866 |-.-.--.- +6, 613 
cs erie cones sacaccmsins hacer chcymaal eieiaiiieemea ioe +149 |........ +149 


Total contract 
hospitalization __. 99 87 PE sarees 1, 565,000 | 1,799, 000 +13 | +234, 000 


Il. Federal hospitaliza- 
tion: 


Dependents.__._____- 24 22 33 | 29.25 234, 878 352, 316 +11 | +117, 438 
Retired personnel-__- 9 8 12} 22.50 65, 98, 550 +4 | +32,850 
ONCENOOO TnI cde casted oo ncoene +422 Gs icin —288 
Total Federal hos- 
pitalization._.._. 33 30 re 301, 000 451, 000 +15 | +150, 000 
Total all hospi- r 
talization_....__.- 132 117 a 1, 866,000 | 2,250,000 +28 | +384, 000 
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Program and financing 
ee ee ee ee Ce ae 






































Presently Revised Increase 
available estimate or Ct) 
decrease (~) 
ff 
PROGRAM BY ACTIVITIES 
Direct obligations: 
DED Ol OIE nde peta anneowenssncunecnaseces $34, 023, 500 | $34,023, 500 |_.-.... 
2. Operation of outpatient clinics and offices. -..-....-..- 5, 229, 600 5, 220,600 |... 
3. Operation of health units__........-...-.- Mvestinaehenad 27, 600 27,000 |..-3-. cea 
4. Coast Guard medical services -.....:-...........-..-.- 1, 241, 500 1,901,.500.1.. ee 
5. Development and coordination of nursing resources - - - 438, 100 488,160 |... 9 
pee RUNNIN Ss ona ott a cnebdcbundecace dicen 5, 950, 000 §, 950,000 |... gir 
8. Dependents’ medical care. -..-..........--....---.---- 1, 866, 000 2, 250, 000 +$384, ty 
Oe RIED GD EOTINNN 5 tas ck 3 ds we ctmenencanvaniecsecs 1, 000, 000 1, 000, 000 |- 
Sa thao aetcla en Bit inipnantasie moe on 901, 700 901, 700 
11. 1959 program obligated in 1958_............-..-..------ — 149, 627 149, 627 |...-... 
Supplemental required for pay increases--........-....--- — 2, 224, 000 — 54, 000 000 
rg cn centnicecinbenacwewes 48, 304, 373 50, 858, 373 
Reimbursable obligations: as " t 
epee ON CIN i ik td he re cocingeuere men 3, 829, 500 3, 963, 000 +133, £00 
ee OE Eee eee 531, 500 =r 000 +32, F00 
5. Development and coordination of nursing resources... -|-.........---- , 700 +1, 700 
7. Personne! detailed to other agencies. -.--.-.--.....---- 323, 000 903° O00 4.xcileae oe 
9G, | ARE CIIOR ) s eis 6 oe se cl te green ee pee sesian |e s-- oe’ 1, 300 +1, 300 
Total reimbursable obligations- ------ cueeseecstuct 4,684,000 | 4,853, 000 +169, 000 
Total obligations__----.---- be nreesidendwegennmmcerns 2, 988, 373 55, 711 11, 373 + 723, 000 
Financing: 
1959 appropriation available in 1958...--.-.--------------- 149, 627 CO: i a 
Advances and reimbursements from other accounts -- —3, 832,550 | —4, 164,050 —331, 50) 
Non-Federal sources (42 U.S.C. 221)__.....----.----- luc —851, 450 | —688, 950 +162, 500 
New obligational authority.........-..-.--.--.--------- 48, 454,000 | 51,008,000 | +2, 554,009 








(+) 
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Object classification 


n,n nnnrnnnnnnnee renner er re a 


er 


Total number of permanent positions__.......... 
Full-time equivalent of all other positions___..-_. 
Average number of all employees-----.--...-.---. 
Number of employees at end of year. ........_... 


Average GS grade and salary-.---....-...-....-- 


Average salary of ungraded positions.............-....-----.-- 


Personal service obligations: 


ID CN onic cncuccnkcnantemee 
Positions other than permanent_____.......- 
Other personal services _~...............-....- 


Total personal service obligations........_- 


Direct obligations: 

01 
a i ace as ths Retest tienen 
Transportation of things 


Printing and reproduction 
Other contractual services 
Services performed by other agencies 


SESSe 


Reimbursable obligations: 


co 


Rents and utility services 


SSSzRSs 


Services performed by other agencies 
Supplies and materials 


SSB 


Taxes and assessments 


I sine oi wp tic ucipiiemtnaiieiniae 





Supplies and materials................__- 
ES EEE ES a eee 
Lands and structures-.-.......---..-...- 
Grants, subsidies, and contributions. --_-- 
Taxes and assessments.--..........-.....- 


a IRC ER a a en 
Deduct quarters and subsistence charges-_._.....- 
1959 program obligated in 1958. ...........-.--.- 
Supplemental required for pay increases --.-..--- 


Total direct obligations. -................... 


NE MOP WRODG Since cadceccccusscuss 


Transportation of things................. 
Communication services_-_-.........-...- 
Printing and reproduction ..---.--------- 
Other contractual services -__-_-......-.-.- 


NE Pe tld anh een eaten ends 
Grants, subsidies, and contributions __-_- 


Communication services.............._-- 
Rents and utility services_............_.- 
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Presently Revised Increase (+) 
available estimate or 
| decrease (—) 
| 

6, 699 6, 705 +6 

105 fe ee 
6, 467 6, 469 +2 
6, 682 6, 688 +6 

4.3. $6,007 | 48-94 O0¥'i.. coe 
$3, 937 $3, 964 +27 
$33, 161. 100 $33, 311, 600 +$150, 500 
456, 400 ae ee 
1, 221, 500 LM a he 
34,839,000 | 34, 989, 500 +150, 500 
31, 060, 800 i OE co occasion 
369, 300 eee to. coc eons 
318, 300 SIR 900 Vissi cccicczes 
201, 900 I Enna cw intense cis 
609, 900 OO 000 8 

98, 200 WOE dvccusctuasnnced 
3, 472, 200 3, 706, 200 +234, 000 
1, 050, 800 1, 200, 800 +150, 000 
4, 695, 600 OF IE Eiiiececwiiwac 
614, 700 at, | a 
330, 000 We iccsaewstence 
8, 384, 000 CS OO iiiécadmwenicnn 
111, 600 RG UP Bde d ih hice 
51, 317, 300 51, 701, 300 +384, 000 
639, 300 GOO, B00: tds 6 ccctndees 

— 149, 627 IT Peiietsnctsiviieia chs sees 
—2, 224, 000 — 54, 000 +2, 170, 000 
48, 304, 373 50, 858, 373 +-2, 554, 000 
3, 778, 200 3, 928, 700 +150, 500 
28, 800 33, 000 +4, 200 
37, 200 ED Vocxeewaheoccee 
19, 800 20, 100 +300 
59, 500 I le ccniecee ciara 
9, 600 9, 800 +200 
72, 400 73, 400 +1, 000 
4, 600 Oe Ea idcaniea ors 
476, 800 478, 800 +2, 000 
67, 800 74, 200 +6, 400 
178, 700 183, 000 +4, 300 
13, 300 13, 400 +100 
4, 756, 700 4, 925, 700 +169, 000 
—72, 700 OO ee UE cea pddunlaba cious 
4, 684, 000 4, 853, 000 +169, 000 
52, 988, 373 55, 711, 373 +2, 723, 000 
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DEPENDENTS’ MEDICAL CARE 


Dr. Netson. Mr. Chairman and members of the committee, there 
has been submitted for your consideration a request for supplemental 
funds in the amount of $2,554,006, of which $2,170,009 relates to g 
previously submitted supplemental request for funds to cover the 
cost of pay raises and wage board increases. The difference of 
$384,000 represents the financial requirement to cover the additional 
cost of hospitalization for dependents and retired personnel under 
the Dependents’ Medical Care Act. This latter request is the purpose 
of my appearance before your committee. 

The Dependents’ Medical Care Act provides for an improved and 
uniform program of medical care for active duty and retired members 
of the uniformed services and their dependents, which was started 
on December 7, 1956. The limitation here involved covers care to 
be furnished by facilities outside the service to dependents of eligible 
personnel of the Coast Guard, the Coast and Geodetic Survey, and 
the Public Health Service; and to retired personnel of these services 
in uniformed services facilities. 


MANDATORY HOSPITALIZATION EXPENSES 


The obligations incurred for this purpose are mandatory expenses 
of the Public Health Service. They arise because a dependent ora 
retired person utilizes an approved hospital facility selected in accord- 
ance with the revised dependents’ medical care regulations effective 
October 1, 1958. The amount of expense incurred varies as the 
Public Health Service beneficiary is hospitalized in a particular 
system. If he is hospitalized in a Public Health Service hospital there 
is no charge by reason of the Dependents’ Medical Care Act which 
was not previously paid by the appropriation. If he receives services 
from the hospital of another uniformed service we are billed directly by 
that service. If medical care is given by a private facility, a contractor 
such as Blue Cross pays the hospital and bills the executive agent 
of the Department of Defense, who in turn bills the Public Health 
Service for the services rendered. 

These costs are therefore uncontrollable because the number of 
patients varies with their own needs, and because the amount involved | 
varies with the facility in which care is rendered. 

With the issuance of the revised regulations, restricting the freedom 
of choice of dependents between Federal and non-Federal hospiteli- 
zation, it was expected that outside costs would be reduced. However, 
since that time, a substantial increase in workload has occurred which | 
for the most part is being cared for in Federal hospitals. 


DAILY PATIENT LOAD 


The 1959 appropriation for dependents’ medical care, amounting 
to $1,866,000, was calculated on the basis of an estimated average 
daily patient load of 117 patients. Current estimates of this load 
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for 1959 amount to 145 at a cost of $2,250,000, giving rise to the re- 
quested increase of $384,000 over the 1959 appropriation. Although 
the revised regulations will undoubtedly curtail some of the large costs 
resulting from the use of non-Federal hospitalization, there presently 
exists the need for a supplemental appropriation in order to meet the 
costs of the projected higher patient load. This is further supported 
by the fact that the first 6 months’ cost of all hospitalization so far 
this fiscal year amounted to $1,147,700 or 61.5 percent of the 
$1,866,000 presently available. This leaves only $718,300 available 
for the remaining 6 months. 
- Tt is therefore requested, that additional funds in the amount of 
$384,000, and that a corresponding increase in limitation, from 
$1,866,000 to $2,250,000, be approved. 

I will be glad to give any information that I can which you may 
desire. 

ITEM NOT CONSIDERED BY HOUSE 


P Senator Hiti. This estimate of the item was not considered by the 
House at all, has not been considered by the House? 

Dr. Netson. That is correct. 

Senator Hit. This just came to this committee. 

Now, what you say is that your daily patient load, instead of 
being 117 at the time you made out your request for the funds for this 
year, has actually been 135, is that right? 

Dr. Neutson. That is right, Mr. Chairman. 

Senator Hiitu. And $384,000 has been requested to take care of this 
additional patient load which you now have? 

Dr. Netson. That is correct, Mr. Chairman. 


CoNsTRUCTION OF INDIAN HEALTH FACILITIES 


STATEMENTS OF DR. JAMES R. SHAW, CHIEF, DIVISION OF INDIAN 
HEALTH; DR. ARNOLD B. KURLANDER, ACTING CHIEF, BUREAU 
OF MEDICAL SERVICES; HARRY L. DORAN, DEPUTY CHIEF 
FINANCE OFFICER; DANIEL 0. MATHEWSON, ACTING FOR 
DEPARTMENT BUDGET OFFICER 


HospiTau aT SEuts, Ariz, 


Senator Hitu. This next item is “Construction of Indian health 
facilities,’ for which we had a supplemental estimate for $1,886,000 
required to fully finance the construction of the hospital at Sells, 
Ariz., to serve the Papago Indians. 

This item was reduced by $186,000 by the House and the Depart- 
ment is appealing for restoration of the cut. Dr. James R. Shaw, 
Chief of the Division of Indian Health, will be heard in explanation 
of the need for the full amount requested. 

We will insert the justifications for this item in the hearings at this 
point. 


38932—59——19 
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(The material referred to follows:) 


JUSTIFICATIONS 


Funds of $1,886,000 are requested for construction of a new 50-bed generg 

apg and surgical hospital (30,000 square feet) and 34 quarters units at Seljs 

riz. ’ 
Cost estimate and financing 














EE EL ERLE STE Leg AO ele te pe $1, 407, 614 
Quarters and furnishings (34 units) .............---------------- 722, 805 
motel estimates: pretest com. J... 2... ~--.-4-----+- +--+ ee 2, 130, 419 
Appropriated ($250,000 in 1956; $860,000 in 1957)__.__..--------- 1, 110, 009 | 
Reprogramed to the Gallup, Kotzebue, and Shiprock Hospitals__-_- -- — 865, 58] | 
Funds available for Sells Hospital through 1959____________ 244, 419 | 
aie cue tesioweliic taken cecequwene scutes aes S 1, 886, 000 
i OE Oe cn unenncncassnnecsesens 2, 130, 419 | 


Funds totaling $1,110,000 were appropriated ($250,000 in 1956; $860,000 ip 
1957) for the construction of the Sells Hospital and 34 quarters. Delay encow. 
tered in finding an adequate water supply, unforeseen at the time the request fg 
funds was made, has extended the planning for this hospital. Because of highe 
anticipated construction costs than originally estimated, $865,581 appropriate 
for the construction of the Sells Hospital was reprogramed to supplement th 
funds available for the construction of the Shiprock, Kotzebue, and Gally 
Hospitals. 

The sum of $244,419 has been reserved for water exploration and development 
costs and to complete plans and specifications for the Sells Hospital and 34 quar 
ters units. Originally it was assumed that an adequate water supply was avail. 
able through the Bureau of Indian Affairs Agency located in the vicinity of th 
selected Sells Hospital site. A test well drilled at the hospital site produced » 
inadequate flow. Su' sequently, another test well drilled at a new site indicated 
that adequate water is available within a reasonable distance of the new Sek 
Hospital site. Joint development of a water supply system from this new soure 
is planned with the Bureau of Indian Affairs. 

he original Sells Hospital building, serving the population of approximately 
7,700 Papago Indians, was destroyed by fire in 1947, leaving only a temporay 
arrangement to care for the population. The Papago Reservation covers a vas 
isolated area without adequate facilities to meet needs of the Indians on this 
reservation. At the present time, a health station at Santa Rosa and a smal | 
inadequate health center at Sells are the principal facilities available. Many | 
atients referred for hospitalization are transported by ambulance 61 miles to | 
ucson, Ariz., or to the Phoenix Medical Center, an expensive and time-consumigy | 
operation which could result in loss of life. 

On the basis of completion of the schematic drawings and a report from the 
Branch of Plant Design and Construction, Bureau of Indian Affairs (after co 
sultation with the private architect-engineer), it is anticipated that the finl 
working drawings and specifications will be submitted by the architect-engines | 
by April 9, 1959. Issuance of bids is anticipated shortly thereafter so thats | 
contract may be awarded early in June, not later than the 15th. Therefor, | 
funds of $1,886,000, in addition to the funds of $244,419 previously available, a | 
requested in 1959 in order to construct a 50-bed hospital with facilities for genenl 
medical and surgical care and 34 quarters units required to provide housing fr 
the hospital staff. 


-_-—_———_ 
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Program and financing 


Senne eee erences 


Presently Revised Increase (+) 

available estimate or 

decrease (—) 

I hdc cl ape caesar eee acl 
by activities: 


1. Hospitals and clinics $7, 627, 508 $9, 228,308 | +$1, 600, 800 



















2. Personnel quarters 817, 322 817, 322 |_- 
= Riperetions .......... a 2, 952, 041 2, 952, 041 |. 
4, Other plant facilities 162, 904 162, 904 |_- 
5, Community hospitals serving Indians and non-Indians 
pursuant to Public Law 85-151..........-..-.-2----.-- 925, 225 CORTES fei cecnecsuus 
En. a ccpkeanetuedin awanedmssaice wie 12, 485, 000 14, 085, 800 +1, 600, 800 
Financing: 
Unobligated balance brought forward_......-.....-.-..-.- —10, 127,303 | —10, 127,303 |........-..-.- 
Unobligated balance carried forward___.-...-.-...-.------ 1, 766, 303 2, 051, 503 +285, 200 
Appropriation (new obligational authority) _-.-.-.-..-.- 4, 124, 000 | 6, 010, 000 | +1, 886, 000 
Object classification 
Presently Revised Increase (+) 
available estimate or decrease 
(>) 
PUBLIC HEALTH SERVICE 
Average number of all employees__-_-_.......--..-.-----.------ 17 RP Bi cc naees 
Number of employees at end of year__..-.......-.-.-.-----..- 10 a acca 
01 Personal services: Positions other than permanent----.-..--. $86, 780 CORN hen cs hi ct eens 
ee eek unc etanenanedvaeensnénipiananamadeiedealt 4, 200  beoebshtssdkenst 
03 Transportation Or enines. ..,.--204... Shdcidnald din ieitaeerdies 20, 700 TR PU fn catwccncea 
renee and utility services ......................-.---.---- 200 Bie cach tieineebalanesl 
rer GOUIractual SOrVices. _ _ _-.- 2. - cc cwnnnne nencesens 100, 000 SR bo ncignecactaae 
en IDG SIRACOTIMIS. -- . .--.- 2 5) W/o cw raganamncscconnee 108, 795 "Xr, 9 eee te 
Ne ee in ceed e an anibenaeeens aca eebined 75, 000 TE te catecnatonme 
ll Grants, subsidies, and contributions__............-.-.---- 925, 225 OU FP 1c dan dgpbinn 
NN 8 66 bitin cn acc aanaedetinsegnanee 1, 900 eS ee 2 ee 
Total, Public Health Service..............-...-.-..---.- 1, 322, 800 1 CORR c 5 son ssedinde 
ALLOCATION TO DEPARTMENT OF THE INTERIOR 
Average number of all employees... -_-......-..----..---..----- 16 DE ian tas gens 
Number of employees at end of year. -...-....----......--.--- 20 OG eit eet haed 
om — services: Positions other than permanent.-..-.--- W $141, 500 $141, 500 
a la a al han cassie tmnvisiataial 29, 400 
7 Othe id dis his bamieemagia 174, 100 174, 100 |.. 
en ne PORE et. bbbsdebi ndawnncosnbsandeebe 9, 000 9, 000 
a Laem ena eoeeeinn 10, 799, 200 12, 400 000 | +$1, 600, 800 
ll Grants, subsidies, and contributions_...............-----. 9, 000 COU te. Jocks 
Total, Department of the Interior_.................----. 11, 162, 200 12, 763, 000 +1, 600, 800 
=—==—=—=———S=[|_»_ -—SSa———ES »_————SESSSSSSSS 
I cele 12, 485, 000 14, 085, 800 +1, 600, 800 





Senator Hitu. We will be happy to have you address yourself to 
the item, Dr. Shaw. 
Dr. SHaw. Since 1955, when the Government’s Indian health pro- 
a was transferred from the Bureau of Indian Affairs to the Public 
ealth Service, the latter has been responsible for providing a full 
range of health and medical services for some 385,000 Indians and 
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Alaska natives. To safeguard the health of this portion of our pop. 
lation and to provide the medical care that is needed, the Public Health 
Service requires extensive facilities in locations accessible to its Indian 
and Alaska native beneficiaries. 

Sells, Ariz., on the Papago Reservation, is one of several locations 
at which a new Indian hospital is urgently needed. Plans for a 50: 
bed hospital and 34 quarters units for its staff are being developed for 
this location. The original hospital serving the population of approxi- 
mately 7,700 Papago Indians was destroyed by fire, leaving only 
temporary arrangement to care for the population. 

To serve this reservation of 4,400 square miles, there is one health 
station at Santa Rosa and a small, inadequate health center at Sells, 
There is no hospital near the reservation. Patients usually must 
travel great distances over the rough, secondary roads on the reserva- 
tion to one of the two health facilities; those who require hospitaliza- 
tion then must be transported by ambulance about 60 miles to Tucson 
or about 125 miles to the Indian Medical Center at Phoenix. Such 
transportation is sometimes dangerous for the patient, and is costly 
and time consuming. The new hospital will be close to the Indians 
who will use it, and will serve an area in which disease rates are 
extremely high. 


WATER SUPPLY PROBLEM 


An appropriation was made in the past for construction of a hospital 
at Sells. Subsequently, development of an adequate and safe water 
supply in connection with the hospital proved to be an unexpectedly 
difficult engineering problem, and caused delay in the project. Origi- 
nally, it was assumed that a suitable water supply was available through 
the Bureau of Indian Affairs agency in the vicinity of the hospital 
site. However, a test well drilled at the site failed to produce an 
adequate flow. Additional test wells were drilled and it was established 
that an adequate and safe water supply is available for the hospital 
to be built at Sells. Joint development of a water supply system by 
the Public Health Service and Bureau of Indian Affairs is now under- 
way. 

enator Hitt. Excuse me, Doctor. Senator Hayden would like to 
make a statement at this point. 

Chairman Haypen. This was originally such a very dry portion of 
the United States that it had an average rainfall of only about 5 inches. 
It being true, the underground water supply is very important to 
locate. They did have a great deal of difficulty in finding one. I 
would like to ask this question: Are you satisfied now that you have 
an adequate water supply? 

Dr. SHaw. Yes, sir. 

Chairman Haypen. There is no question about that? 

Dr. SHaw. We have the test wells. We have the production studies 
and the Bureau of Indian Affairs is joining with the Public Health 
Service in a joint development in the bringing of water from a site 
some 6 miles distant to Sells for joint use. It is a completely new 
source of water. 

Chairman Haypen. Thank you. 

Dr. SHaw. The sum of $244,419 is available from previous appro- 
priations for water exploration and development costs, and for 
development of all plans and specifications for the hospital and the 
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$4 associated quarters units. Because of higher anticipated con- 
struction costs than originally estimated, the balance of the funds 
appropriated for the construction of the Sells Hospital was repro- 

ed to supplement the funds available for the construction of the 
hiprock, Kotzebue, and Gallup Hospitals. 

Because of the great need for this facility, construction should be 
started at the earliest possible date. The final working drawings and 
specifications will be finished on April 13 of this year. Since bids for 
the construction of the hospital will be invited in May, a contract 
could be awarded the following month. 

To proceed with construction of this new hospital and its staff 
quarters, the Public Health Service is requesting a supplemental 
appropriation of $1,886,000 in 1959. 


EFFECT OF HOUSE ACTION 


‘A reduction of $186,000 in the requested supplemental appropria- 
tion for the construction of the new Indian hospital and personnel 
quarters at Sells, Ariz., can only result in a reduction in the planned 
and needed scope of the work. This statement is made on the basis 
of the austere design, the necessity to provide complete utilities, and 
the extraordinary costs of water development. 


HOSPITAL BUILDING 


The hospital building is a simple one-story plan with total gross area 
held to 29,960 square feet including an outpatient department, field 
health area, and all storage space. This area is much below that con- 
sidered desirable under Hill-Burton standards for this type and size 
of hospital, without provision for an outpatient department and field 
health requirements. To contain this facility within the proposed 
allowance required considerable ingenuity and major compromises in 
the design. Maintenance facilities, mechanical equipment space, 
kitchen, refrigerated storage, and medical treatment spaces have been 
curtailed to a marginal level. The storage space is also very limited 
fora hospital in this hot isolated desert location. Any further reduc- 
tion in space in the hospital building is impossible. 

Conditions in this area made mandatory the provision of air-con- 
ditioning in the hospital building. Refrigerated air-conditioning will 
be provided except in dietary areas, mechanical equipment rooms, 
and storage spaces. Evaporative cooling will be installed in dietary 
areas. This requirement is reflected in the cost of the project. We 
believe the architect has been very modest in his choice of standard 
design details, materials, and finishes. The exterior of the building 
is plain and inexpensive. 


SITE DEVELOPMENT 


_ The site development bas been held to the absolute mininium. | It 
is necessary, however, to provide for sewage treatment and to com- 
pletely fence the site. A fence is necessary to keep livestock from 
entering the areas around the hospital and personnel quarters. Roads, 
parking areas, and walks have already been cut approximately in half 
from the original plan. 
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Water development costs are very high. This development involves 
two wells, necessary pumping equipment approximately 6 miles west 
of the site, a pipeline to the site and a large storage reservoir. Cop. 
siderable savings to the Government have been made in this work by 
promoting and participating in a joint water project with the Bureay 
of Indian Affairs. 


ARCHITECT’S FEE 


The architect’s fee is fixed by a contract in being. This fee jg 
$64,000 for the design of the hospital, quarters and site development, 
with an additional $2,000 estimated for travel. This represents 
very modest fee of less than 4% percent based upon estimated contract 
cost of the work designed by the architect-engineer contractor. This 
fee is considerably less than fees received by architects for hospital 
work in private practice. 

COST ESTIMATES 


The unit prices used by the architect-engineer in estimating con- 
struction costs are, we believe, the minimum which could be safely 
used. The site of the work is approximately 60 miles from Tucson 
and there are no facilities nearby to house and feed the contractor's 
personnel. The contractor will have the alternative of transporting 
his men from Tucson or providing living and eating facilities at the 
site. The former will involve transportation costs and travel time, 
and the latter the cost of housing and subsistence facilities. In either 
case premium wages and overtime will probably be paid. 


APPLICATION OF HOUSE REDUCTION 


In view of the size of the population to be served, the markedly 
depressed level of health, the cultural and language barriers and the 
isolation of the population in this large and severe desert area, and 
for the additional reasons cited above, we do not feel that further 
reductions could be made in the hospital building, site development, 
fixed costs, or the overall cost estimate. The required reduction of 
$186,000 could be made only by eliminating the following: Two 
10-unit farages for apartment personnel; one 5-unit efficiency apart 
ment; all furnishings for houses and apartments. 

Senator Hitt. Chairman Hayden would like to make a comment at 
this point. 


NEED FOR FACILITIES FOR CONSTRUCTION WORKERS 


Chairman Haypren. With a building being constructed at an 
isolated place like that, would anyone want to live there unless he did 
have some adequate living quarters? It seems to me that in the end 
it would mean that you could not get sufficient personnel to do the 
work out there because they would not stay. 

Dr. SHaw. That is correct, sir. That is one of our main points 2 
requesting this restoration, that without adequate quarters in isolated 
desert locations such as this, we will be unable to recruit and retain 
personnel to adequately use the facility once it is built. 
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Senator Hitt. Then what would happen would be a practical 
proposition. You would have to come to get more than the $186,000 


- that you now ask for. 


= ee 


In other words, in delaying this thing the important point is you 
gre not really saving any money because you would have to come 
back and it would cost you more than now if you went ahead and did 
the job, is that right? 

Dr. SHaw. That is correct, sir. 


RECRUITMENT PROBLEM 


If the Public Health Service is forced to eliminate the above, it is 
questionable if we could recruit and retain qualified professional and 
supporting personnel to adequately staff this facility and make it 

ul for the purpose for which it is intended. The hospital is located 
in desert country, subject to high temperatures and dust storms. 
The staff assigned to quarters at this hospital will generally be depend- 
ent on privately owned motor vehicles for transportation. Motor 
yehicle maintenance, repair or service facilities are not available as 
customarily provided in a normal community. Personal property 
left unattended will be subject to pilferage and theft. It has therefore 
been considered necessary to provide 20 garages for the use of per- 
sonnel assigned to the 25 apartment units. 

It is contemplated that 62 employees will be needed for the hospital 
and 25 for field health activities. At the persent time there are 9 
quarters in use at Sells; two of these are temporary housing units and 
one is a trailer. All will have to be replaced except one house which 
was completed in 1955 and is in good condition. Since only 34 quar- 
ters are planned to be constructed as a part of the project, a reduction 
of 5 quarters units will only increase the already serious deficiency 
in the required number of quarters. Without adequate quarters it 
will be impossible to staff this facility. 

Experience has shown that commissioned personnel and other 
professional personnel recruited for duty in isolated locations such 
as Sells do not, as a rule, have personal household furnishings. As 
aresult of this we have found that adequate staff cannot be recruited 


| orretained without comfortably furnished quarters to offer as part of 


| sonal household furnishings, 


the condition of employment. Elimination of all furnishings for 
quarters would make it exceedingly difficult if not impossible to 
adequately staff a facility of this type in such an isolated area. Even 
ifwe assumed that adequate personnel could be recruited with per- 
the recurring operating cost of moving 

such furniture would far outweigh the initial cost of supplying and 
maintaining furniture for such quarters. 

It is requested that the reduction of $186,000 be restored, and that 
there be appropriated $1,886,000, the full amount of the estimate, 

I would be very happy to answer any questions you may have. 

Senator H1tu. Do you have any questions, Senator? 

Senator ELLENDER. I have no questions. 

Senator Hiri. Thank you very much, Doctor. 
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CoNSTRUCIION OF SURGICAL FACILIIIES 


STATEMENTS OF DR. JOSEPH E. SMADEL, ASSOCIATE DIRECTOR, 
NATIONAL INSTITUTES OF HEALTH; DR. JACK MASUR, DI- 


RECTOR, CLINICAL CENTER; HARRY L. DORAN, DEPUTY CHIEF’ 
FINANCE OFFICER; DANIEL 0. MATHEWSON, ACTING FOR 


DEPARTMENT BUDGET OFFICER 


Facinities at NATIONAL INSTITUTES OF HEALTH 


Senator Hitt. The committee has just received a supplemental 
estimate in the amount of $370,000 for an additional amount for 
“Construction of surgical facilities” at the National Institutes of 
Health. 

Congress provided an initial appropriation of $1,630,000 3 years 
ago but with the passage of time and the development of plans and’ 
specifications it is apparent that additional funds will be needed. 


We will insert the justifications for this item at this point in the 


hearings. 
(The material referred to follows:) 


JUSTIFICATIONS 


In the Appropriation Act of 1957, the Congress provided $1,630,000 for the 
construction of ‘‘operating room facilities adequate for the most modern surgical 
study of neurological and heart diseases.”” In recommending these funds, the 
Senate Committee on Appropriations recognized that the original cost estimates, 
on which this appropriation was based, were only approximate and that they would 
in all likelihood change as the program requirements were studied in detail. 

With plans for the NIH surgical facility now in the final stages of development, 
it has been possible to arrive at more refined estimates of the total cost of this 
facility. The complete structure, to contain all planned features essential to meet 
program requirements for research in brain surgery and open heart surgery, is’ 
estimated by the Public Buildings Service to cost $2 million—or $370,000 in excess 
of the funds currently appropriated for this construction. Accordingly, it is now 
necessary to request a supplemental appropriation of $370,000 to provide for all 
essential features of this facility. 

The operating room arrangements presently located in the clinical center at 
the National Institutes of Health were planned in 1948 to meet a variety of needs 
for generalized surgery. However, these plans did not anticipate highly special- 
ized neurosurgical procedures nor the dramatic advances in heart surgical pro- 
cedures that have developed since these plans were concluded. Although some 
modifications have been made to the existing facilities in.relation to the needs of 
these programs, serious limitations continue to exist. For example, the single 
room available for surgery in brain disorders is not large enough to accommodate 
both the necessary apparatus and the number of attending staff for extensive and 
delicate brain surgery; ceilings are too low for proper use of certain apparatus, for 
observation of the procedure from points isolated from the sterile operative area; 
and for effective clinical photography; instrumentation space is inadequate for the 
extensive recording and measuring devices which are now available to assist in the 
diagnostic and operative procedures in neurosurgery; and ideal sterility require- 
ments are difficult to maintain in the present facilities. Similar deficiencies are’ 
encountered in the heart surgery facility primarily because of the extensive and 
bulky apparatus and instrumentation required for such procedures as hypothermia,. 
catheterization, cardiac fluoroscopy, and use of the heart lung machine. 


During hearings on the appropriation request of the National Institutes of 


Health for fiscal year 1957, members of the Senate Appropriations Subcommittee 
on Labor and Welfare raised specific questions concerning the adequacy of clinical 
center surgical facilities with special reference to neurosurgery. Testimony by 
the NIH staff indicated deficiencies and limitations of the facilities for both 
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neurologic and cardiac surgery and the subcommittee requested a special report 
-on the present status and future needs for surgical operating rooms, including 
recommendations for remedying the situation. This report is incorporated, 
beginning on page 737, of the ‘‘Hearings Before the Subcommittee of the Com- 
‘mittee on Appropriations, U.S. Senate, 84th Congress (2d sess.) on H.R. 9720.” 

The development of plans for the new facility has involved extensive studies 
and projection of the trends in the clinical investigation programs in the National 
Institute of Neurological Diseases and Blindness and the National Heart Insti- 
‘tute, a review of recently constructed surgical facilities in this country and 
abroad for these specialty fields, and the modification of design concepts to cre- 
-ate a truly modern surgical facility which will meet the present and future needs 
of the clinical investigators at the clinical center and serve as a model for other 
institutions. These studies have led to many changes in the original concepts 
under consideration at the time the above-mentioned report was filed with the 
subcommittee. It became evident that predictable developments in the fields of 
neurological and heart surgery would entail provision for considerable flexibility 
in the use of more and more electronic recording devices for physiological inves- 
Aigation during surgical procedures. It was concluded that a circular design 
would provide the greatest flexibility to meet future needs. Careful site studies 
‘and deliberations in relation to the existing patient care units and laboratories 
led to the decision to change the originally proposed site location to a more feasible 
plan of a separate wing, connecting with the main building. 

The final plans will provide for a circular 4-story building of reinforced con- 
crete with a brick facing and porcelain enameled panels. The four operating 
rooms, adjacent supporting facilities, and laboratory space will encompass about 
26,768 net square feet. 

The bid advertisement for this facility has been arranged to include sufficient 
alternates to make it possible to award a construction contract for the main 
structure within funds presently available ($1,630,000). This base contract will 
provide a usable surgical facility for neurological and heart studies. 

The exclusion of the alternates will, however, leave some important deficien- 
ies. For example, the usefulness of the second floor will be handicapped by 
‘the difficulties of communication with the existing blood bank located in the 
main part of the clinical center and by the lack of a chemical laboratory for the 
anesthetist. The use of the fourth floor neurosurgery suite will be handicapped 
‘because of the distance to the neurosurgery laboratory located in the main part 
-of the clinical center. 

The additional $370,000 requested in this supplemental is required to complete 
the new blood bank facility, central hypothermia, laboratory areas on the third 
floor, communicating facilities, and structural features essential to full implemen- 
‘tation of the research programs for which these facilities are planned. 

The following is a summarization of the current cost estimate: 


eee oe ee ee eee we, Ye $1, 626, 000 
NES Se Se Loe bln owl cue oe a SE LL sete ; 
‘Contingencies, 5 percent of construction costs____..___..-__-_--- 81, 000 
i as abs sieges ens crane ds 75, 000 
Administration (general expenses) _- .-.-...-------------------- 150, 000 
i 2, 000, 000 
CREE? WVAMAEMD loo ce cob awck ee nccccetcmadocee — 1, 630, 000 
Supplemental required ___.__.--.._....----------+------ 370, 000 


In a letter dated March 7, 1958, to the then Secretary of Health, Education, and 
‘Welfare, Marion B. Folsom, Senator Hill made clear the position of the committee 
with respect to the support of this construction project and the provision of funds 
therefor by stating: 

‘‘* * * This committee determined at the beginning that this new construction 
should incorporate the most advanced planning for present and future 
‘needs. * * * It recognized that the original cost estimates were only approxi- 
Tye on would in all likelihood change as the program requirements were studied 
‘in detail. 


“* * * Tf the surgical building on the scale currently planned involves a greater 


“sum that that currently available * * * I can assure you that this committee 


will give its prompt consideration and support to a supplemental request by your 
‘Department for funds necessary to complete the project. * * *” 
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FACILITIES FOR NEUROLOGIC AND CARDIAC SURGERY 


Senator Hitt. Dr. Joseph Smadel, Associate Director of the Na- 
tional Institutes of Health, is here to justify this supplemental request. 

Dr. Smadel, we are glad to have you here. You may proceed, 
Doctor. 

Dr. Smaveut. Mr. Chairman and members of the committee, during 
the hearings on the appropriation request for 1957 before the Senate 
Appropriations Subcommittee on Labor and Welfare, testimony was 

resented at the request of the committee on the deficiencies and 
imitations of current facilities for neurologic and cardiac surgery. 
As a result of this interest, the Congress provided $1,630,000 in the 
Appropriation Act of 1957 for the construction of operating room 
facilities adequate for the most modern surgical study of neurological 
and heart diseases. In recommending these funds, the Senate Com- 
mittee on Appropriations recognized that the original cost estimates, 
on which this appropriation was based, were only approximate and 
that they would in all likelihood change as the program requirements 
were studied in detail. 


DEVELOPMENT OF PLANS 


The development of plans for the new facility has involved extensive 
studies and projection of the trends in these clinical investigation pro- 
grams. It audlend a review of recently constructed surgical facilities 
in this country and abroad for these speciality fields and as a result 
of such studies there has been necessary modification of the design 
concepts which were originally held at the time of the hearings in 
1957. Asa result of these changes, we now have planned for a circular, 
four-story building of reinforced concrete with brick facing and por- 
celain enamel paneling. The four operating areas, adjacent supporting 
facilities, and laboratory space will encompass about 26,768 net square 
feet. The completed structure, to contain all planned features essen- 
tial to meet program requirements, is estimated by the Public Build- 
ings Service to cost $2 million. Since this is in excess of the amount 
already appropriated it is necessary to request this supplemental 
pe eeaten of $370,000 to provide for all essential features of this 
acuity. 


ALTERNATE DESIGN OF BUILDING 


It has been possible to arrange a series of alternates in the design 
of the new building so that a hide contract has been presented for 
the original amount of $1,630,000. This, if completed, would provide 
a usable surgical facility for neurological and heart studies. However, 
the exclusion of these alternates would leave the new surgical wing 
without ready access to a new blood bank, without central hypo- 
thermia, which is so essential to cardiac surgery in particular, without 
laboratory areas on the third floor, without certain communicating 
facilities between the new wing and the main clinical center, and it 
would not be possible to do all of the things that the committee 
wishes to do. 

In the spring of last year, following the hearings before your sub- 
committee, you wrote to the Secretary of Health, Education, and 
Welfare on this matter. Now, if I may, with your permission, sir, 
I will quote some of your own words from your letter of March 7: 
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If the surgical building on the scale currently planned involves a greater sum 
than that currently available, I can assure you that this committee will give its 
rompt consideration and support to a supplemental request by your Department 
or funds necessary to complete the project. 

We have been most grateful for the continued interest of your com- 
mittee and much of the time between last spring and now has been 
concerned with the detailed planning. Sir, I might point out that 
the planning has been extremely complicated. I will not go into the 
details because it is late, but Dr. Masur, the Director of the Clinical 
Center, could give you this in great detail. It is quite interesting. 
But we are back now, sir, with a request for a supplemental in the 
amount of $370,000. 

Senator Hitt. To construct the facilities which Congress contem- 
plated at the time it authorized it, you need this $370,000, is that right? 

Dr. SMapDEL. That is right. 

Senator Hitt. And you say at the time it was authorized it was 
not possible to know all the details in the construction of a building 
which does not compare with the Statler, an apartment house, or a 
hotel, or even a private residence, is that true? 

Dr. SMavEL. That is correct. 

Senator Hriu. It is something new and it is admitted there has 
been progress made even since we first contemplated this building and 
therefore a need for more equipment and more facilities and more 
technological things which you have to have; is that right? 

Dr. Smapex. That is right. 

Senator Hitt. Are there any questions from the committee 
members? 

Thank you very much, Doctor. 

Is there anything you would like to add, Dr. Masur? 

Dr. Masur. No, thank you, Senator. 


St. ExvizaBpetus Hosprtrau 


SALARIES AND EXPENSES 


STATEMENTS OF DR. WINFRED OVERHOLSER, SUPERINTENDENT; 
F. M. HALL, BUDGET OFFICER; AND JAMES F. KELLY, DEPART- 
MENT BUDGET OFFICER 


DECLINE IN NUMBER OF REIMBURSABLE PATIENTS 


Senator Hitt. The committee has just received a supplemental 
estimate for an additional amount of $43,000 for salaries and expenses, 
St. Elizabeths Hospital, of which $19,000 is required to meet the 
cost of pay increases approved January 11, 1959, for wage board 
employees, and $24,000 to offset a part of the loss of reimbursements 
to the hospital resulting from a decline in the number of reimbursable 
patients. 

We will insert the justification for this request in the hearings and 
will hear from Dr. Winfred Overholser in support of the request. 

(The material referred to follows: ) 


PROPOSED SUPPLEMENTAL APPROPRIATION FISCAL YEAR 1959 


The 1959 budget for St. Elizabeths Hospital, as approved by Congress and 
reflected in the approved apportionment, was to be financed as follows: 
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| 
Average | Amount 





Source patient oie er ea 
loaa oe 
Per diem Total 
Mueibubstble pationte 2 ii Sk 5, 555 $6.72 | $13, 616, 500 
kk sc ceeenmasndversines + ppiinine oe loosomsoecer 67, 500 
NN RNIN, 2 5. enn nd ing nnenn--nnehe<= 5, 555 | 6.72 | 13,684, 000 
NINN, 6 ss tadocodevsntucecanencdewtcs | 1, 390 | 6.72 | 13,407,000 
Seep Se PEE ent € ee eer eee eae oe | OSS |... nn ‘77, 001, 000 
| 


1 Includes proposed supplemental of $221,000 for pay costs. i ree 


Based on actual patient load figures to date and a projection of the current 
load for the remaining months of the fiscal year, it is now estimated that the 
reimbursable patient load will total only an average of 5,497 for the year, a 
decrease of 58 under the original estimate. This loss in reimbursable patients 
decreases the hospital’s total available funds for the year by approximately 
$135,000. While the decrease in earnings creates a serious financial problem for 
St. Elizabeths, the loss of 58 patients will not permit any reduction in staff, 
The wards are still overcrowded and the hospital is still understaffed in every area, 
Fixed operating expenses, coupled with staffing inadequacies, make it possible to 
effect reductions only in those items where cost varies directly with patient load, 
i.e., food, clothing, drugs, etc. Requirements in these areas can be reduced 
about $1 per patient day or $22,000 in total. 

In addition to the loss in earnings, the hospital’s financial situation has been 
further complicated by increased operating costs resulting from wage board 
hourly rate increases granted to approximately 678 employees serving in pre- 
vailing rate system positions. The estimated cost of these increases for the period 
January 11 through June 30, 1959, is $95,000, including the accompanying in- 
crease in the cost of mandatory contributions to the retirement fund. 

The loss in earnings and the increased operating costs of wage board rate increases 
results in the following revision of requirements for 1959: 


Currently authorized budget_____._._...-.-.-------- $17, 091, 000 
Reduction in requirements for decrease of 58 patients _ - — 22, 000 
Increase for wage board rate adjustments_________._.._--_--_--- +95, 000 
Revised total requirements for 1959_-- ~~ ~~~ _-- i 17, 164, 000 

Net increase necessary to maintain operations at level ‘authorized 
I Re ee bce wad nnn nae ncemsesecns 73, 000 


A redistribution of the revised 1959 requirements ($17, 164, 000) on the basis 
of the current estimated total patient load of 6,887 (5,497 reimbursable and 1,390 
nonreimbursable) results in a revised annual average patient-day cost of $6.80, 
an increase of 8 cents over the budgeted rate of $6.72. Application of this rate 
to the respective patient groups results in the following: 


Average 


Average per- Amount 
Patient load 


me day y | 








Reimbursable patients: 
Actual, Ist half, fiscal 1959: | 








Boletrint OF SOOM oc. os oh sd 5a Sobel cao se seeeee 5, 054 $6. 72 | $6, 248, 948 
ee ees 461 6.72 | 569, 964 
eet antieenedionns= Chr ceecaeinieiete a tel 5, 515 6.72 | _ 6, 818, 912 
Estimated, 2d half, fiscal 1959: . oe , tye 
IN NO ll ke | Sn nc asemede 5, 021 6. 88 6, 255, 832 
Te al ees cata bemiemon bie 457 6. 88 | 571, 756 
RM Ghd tanh caae reece dein es tancucnek hin oope 5, 478 6.88 | 6, 827, 588 
Total, fiscal 1959: 
ES SEES ee ae oe oe 5, 037 6. 80 12, 504, 7 
Cee ad en uiaeuak dani tse 460 6. 80 | 1, 141, 720 
cdo cio westcstatansdeswancnescustbaredseanheses 5, 497 6. 80 13, 646, 500 





Nonreimbursable patients: 


Ae a ee cee se 1, 390 6.72 | 13, oni 8 
tice dtl cnenssctcusnecsbiesonwGcabonssclcennaneecewadeslonacaeanssscee | 3, 000 
NE eee a ening coda ntnedensiocbehbuss 1, 390 6. 80 3, aa 
ORE ue icine biiks cb stn cad cdhdinbtitincses 6, 887 6. 80 | 17, 164, 000 





! Includes proposed supplemental of $221,000 for pay increase (H. Doc. 90), 
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Although reimbursements account for about 75 percent of the hospital’s budget, 
only $30,000 of the requested increase of $73,000 will be financed by reimburse- 
ments. Because of the decrease of 58 in the estimated average reimbursable 

tient load, a more than proportionate share of the increase must be obtained 
rom the appropriation in order to maintain equality of cost for all patients on 
an annual basis. 

To provide the additional funds required in 1959 for the above mentioned pur- 

s and to permit the hospital to carry out its approved programs, it is requested 
that a supplemental appropriation request of $43,000 be approved to cover the 
Federal share of the increased operating costs resulting from wage board hourly 
rate increases and adjustments in total patient load levels. An increase in the-per 
diem reimbursement rate from $6.72 to $6.88 effective January 1, 1959, has been 
put into effect. This rate increase, together with the supplemental appropriation 
requested, will finance the approved program of the hospital in 1959 in such a 
manner that all patients will be provided care at the same annual average daily 
cost, $6.80. 

Program and financing 












































Presently Revised Difference 
available estimate 
Program by activities: 
1. Operation and maintenance of hospita]___...._...-.---- $16, 682, 250 | $16, 753, 364 | +$71, 114 
2. Operation of farm. -_------ Dikghpdme akawantedendehews aa 37, 560 38, 332 | +772 
S iepoeration: of cafeteria... -...........-.-222 sess nc nee eek 103, 270 104, 384 +1,114 
I nahn mane 267, 920 EE Fo veiricnenwaus can 
-§. 1959 program obligated in 1958______.._._-.-_...-----__- —163, 812 SY ee 
ire acd a Nikink onnadene4scce acute 16, 927, 188 17, 000, 188 +73, 000 
Financing : ; ; i 
1959 appropriation available in 1958___..........-.-.------ 163, 812 108, S13 7.2.2... ot 
Reimbursements from other accounts. ---.__-_-_-_.._--_-- —1, 125,050 | —1, 136,950 11,900 
Reimbursements from non-Federal sources (32 D.C. Code , 
ie acarer data ie iced Be peinaareh irre io eee coat nian wane cman rate —12, 558,.950 | —12, 577,050 18, 100 
New obligational authority. -_--....--..-.---.-.------ 3, 407, 000 3, 450, 000 | +43, 000 
New obligational authority: 2 As 1. 
Nc citilaviunbnarieonvertanackopouueesssekes « 3, 186, 000 3, 229, 000 +43, 000 
Proposed supplemental due to pay increase_-__---..--.-.-- 221, 000 S81 GOO Binet cngsdd 
Seeseeeets (ORMINIAES: ocak kool edk we. 3, 407, 000 3, 450, 000 +43, 000 
Object classification 
Presently Revised | Difference 
available estimate 
Total number of permanent positions_---.......-...-----.-.-- 2, 773 2 Tape te 
Full-time equivalent of ail other positions.._..........-_-.--- ai 89 TES oe oct tichae 
Average number of all employees. - --.---...------------------ 2, 811 | 2, BEND a cukvece bet 
Qi Personal services............--.--------- aI et ~ $12,375,665 | $12,465,565 |  +$89, 900 
ey ea ae dail mike tence red tis g hashed 2S cient SR 4, 400 4 M0 Ns. lr 
Semeeenortation of things... ......--......-.--=..--+-..--.--- 6, 300 OP Bisa canton - 
 aeeammsoation Services...........-....-...-..---...<----- 20, 770 Th, FPO Neowin dcadla 
© Rents and utility services............-.-.---...-..-----... 133, 530 SIO cteiscitg dhe cciony 
ene ON reproduction. _.................-..---....--- 16, 000 16, 000 jas cone 
@ Other contractual services. --......---...----------------- 130, 585 59 OMB hs nds 
EES NES FR ee ee me 3, 478, 150 3, 456, 150 —$22, 000 
08 Equipment_------ pokes eee ee Be Peeheh on mates poe 210, 000 SPU, 600 1.2 553d 
ll Grants, subsidies, and contributions: 
Contributions to retirement fund. _.--..-------------- 730, 000 735, 100 +5, 100 
13 Refunds, awards, and indemnities_--..-...-....-------..- 4, 400 $5400) 124... .,5.-4.... 
1h Taxes and assessments_.-------- Bee clon pie ill ia Bice at 7, 500 0 El otb nicer adtcncs 
IE ES easin. é a venantnibusn ce capetpameat he dectie ade 17, 117, 300 17, 190, 300 +73, 000 
Deduct charges for quarters, subsistence, and laundry----.-.- —26, 300 ENO feccwaceco ess 
IE  eeiicin oi naneae biases SEES URES on oldies ewetoe 17, 091, 000 17, 164, 000 +73, 000 
199 appropriation available in 1958_...-...---..-------------- —163, 812 “NOE IEE Bak enstncaceben 
ST DNNMRMND 2 bd foe eden e eww ncctdeddeonasannnssce 16, 927, 188 17, 000, 188 +73, 000 
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GENERAL STATEMENT 


Dr. OverHotseER, It is clear, I presume to the committee, that thig 
has not been considered by the House? 

Senator Hriu. Yes. 

Dr. OverHotsEeR. Mr. Chairman and members of the committee 
the 1959 budget for salaries and expenses of St. Elizabeths Hospital. 
as approved by the Congress and including a pending supplemental 
appropriation for classified salary increases, amounts to $17,091,000, 
Apportionment of this budget was originally based on a total patient 
load of 6,945, consisting of an estimated 5,555 patients for whose care 
the hospital would be reimbursed on a per diem basis and 1,390 non- 
reimbursable patients for whom a direct appropriation is received. 

Based on actual patient-load figures to date and a projection of the 
current load for the remaining months of the fiscal year, it is now esti- 
mated that the reimbursable patient load will total only an average 
of 5,497 for the year, a decrease of 58 under the original estimate, 
This loss in reimbursable patients decreases the hospital’s total avail- 
able funds for the year by approximately $135,000. While the 
decrease in earnings creates a serious financial problem for St. Eliza- 
beths, the loss of 58 patients will not permit any reduction in staff, 
The wards are still overcrowded and the hospital is still understaffed 
in every area. Fixed operating expenses, coupled with staffing inade- 
quacies, make it possible to effect reductions only in those items where 
cost varies directly with patient load; that is, food, clothing, drugs, 
and so forth. Requirements in these areas can be reduced about $1 
per patient day or $22,000 in total. 

Senator Hitt. Chairman Hayden would like to make a comment at 
this point. 


SOURCE OF REIMBURSEMENT COSTS 


Chairman Haypren. Might I ask who pays these reimbursement 
costs, the patients themselves or some other source. 

Dr. OverRHOLSER. Other agencies. The principal source, by far, 
Mr. Chairman, is the District of Columbia, for care of the residents 
from the District of Columbia for whom the hospital is reimbursed. 
We are also reimbursed by the Soldiers’ Home, Veterans’ Administra- 
tion and. by the Public Health Service for the care of their patients. 

Senator Hitu. Senator Allott. 

Senator Attotr. May I ask this question: Last week when we 
were having hearings concerning the District of Columbia, one of the 
gentlemen told me afterwards that the St. Elizabeths Hospital, and I 
was not acquainted with this at that time, was being supported by the 
District of Columbia. I would like to ask you the express question: 
Who supports St. Elizabeths? 

Dr. OverHOLsER. It is a Federal institution, sir. 

Senator Attort. In its operation? 

Dr. OverHotser. In its operation, yes. 


DISTRICT OF COLUMBIA CONTRIBUTION 


Senator Attorr. And the only way the District of Columbia 
contributes to it is by the reimbursement of a portion of the patient 
caseload? 

Dr. Overnouser. That is correct. Of course, that amounts to 
something like 75 percent of the total cost of operating the hospital. 
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Senator ALLorr. But it is no more than any other comparable 
municipality or State pays for taking care of their own medical 
patients, is it? 

Dr. OverHo.seER. The District does not have the responsibility of 
operating this hospital. It has only the responsibility of reimbursing 
on a per diem basis for the care of residents of the District of Columbia, 

Senator Autor. Yes, sir. I do not have time to go into this, but 
I am glad to get this straightened up. A certain gentleman and I 
will have a very serious conversation within the next week, I can 
assure you of that. 

Senator ELLENDER. Doctor, since your number of patients has 
decreased, could you not decrease the number of employees necessary 
to operate the hospital? 

Dr. OverHOLseER. NO, sir. 

Senator ELLENDER. Why not? 

Dr. OveRHOLSER. Well, we are already short of employees. We 
really need a great many more than we have. However, if you have 
two or three patients cut out of one ward, for example, you cannot 
cut down the number of employees by one, you see. One employee 
might possibly be caring for 25 patients or more. 


EXTENT OF DEPENDENCY ON REIMBURSEMENTS 


Senator ELLENDER. To what extent are you dependent on the 
reimbursements to operate the hospital? 

Dr. OverHoLsER. To a very great extent, sir. 

Senator ELLENDER. Well, you said you had an average of 5,497 for 
the year, as I remember the figures? 

Dr. OveRHOLSER. Yes, sir. 

Senator ELLeENpDER. And that is in contrast to a greater number this 
year. 

Dr. OvERHOLSER. Yes, sir. 

Senator ELLENDER. And it is because of a loss of patients that you 
come here for reimbursement? 

Dr. OverHoLsER. In this case we come here primarily on account of 
the wage board increase, Senator Ellender. 

Senator ELLENDER. But: you mentioned a while ago about the fact 
that your reimbursement, since you have less patients, is lessened and 
therefore you come to us for money to supplement that amount? 

Dr. OverHo.tserR. Part of it is on account of the wage board in- 
crease. 

I think I will be coming to that question, Senator, and if I may 
finish the statement I think I will clarify the point that you raise. 

Senator ELLenpeEr. All right. 

Dr. OverHoLsER. May I proceed? 

Senator Hruu. I have one point here, Doctor. Does not the Dis- 
trict also make contributions to capital, the cost of their capital invest- 
ments, buildings and so forth? 

Dr. Overnotser. They pay their proportionate share, of the cost 
of capital outlays in the line of new buildings. They already reim- 
burse a proportionate share to the Treasury for major repairs. 

It is not only on a straight day-to-day operation that they reimburse 
us directly for. 
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Senator Hriu. Let me get this straight for the record and for my 


own information. Have you had much reduction in the overall num- 
ber of your patients or is the reduction largely in the reimbursable: 


patients, those for whom you are reimbursed? 


Dr. OverHotser. It is largely reimbursables because they con-. 


stitute between 75 and 80 percent. 

Senator Hriu. I understand, but when you speak about reimburs- 
ables, are you addressing yourself largely or primarily to reimbursable 
patients, that is patients for the care of whom you are reimbursed? 

Dr. OverHoLseER. Yes, sir. That is right. 

Senator Hrixu. All right, Doctor, proceed. 


INCREASED OPERATING COSTS 


Dr. OverHOLsER. In addition to the loss in earnings, the hospital’s 
financial situation has been further complicated by increased operating 
costs resulting from wage board hourly rate increases granted to ap- 
proximately 678 employees serving in prevailing rate system positions. 
The estimated cost of these increases for the period January 11 through 
June 30, 1959, is $95,000, including the accompanying increase in the 
cost of mandatory contributions to the retirement fund. 

After giving effect to the estimated reduction in food, drugs, cloth- 
ing, and other costs of $22,000 and the increase of $95,000 for wage 
board increases, there remains a net increase in operating costs of 
$73,000. This added to the existing planned budget of $17,091,000: 
results in a total requirement of $17,164,000. 


AVERAGE PATIENT DAY COST 


A redistribution of the revised 1959 requirements ($17,164,000) om 
the basis of the current estimated total patient load of 6,887 (5,497 
reimbursable and 1,390 nonreimbursable) results in a revised average 
patient day cost of $6.80, an increase of 8 cents over the budgeted’ 
rate of $6.72. 

A supplemental appropriation of $43,000 is requested to cover the 
Federal share of the increased operating costs resulting from wage 
board hourly rate increases and adjustments in total patient load. 
The request is based on an anticipated direct patient load of 1,396 
and a revised per diem rate of $6.80. 

The hospital cannot absorb the cost of these increases without. 
reducing the present standards of care and treatment of patients. 


WAGE BOARD INCREASES 


Senator ELLENDER. To what extent, Doctor Overholser, does the 
wage board increase the wages? How often does it happen in a year 
or over a period of time, do you know? 

Dr. OverHouserR. Well, the tendency, since the act was enacted 
has been that there has been a general increase just about once every 
vear. 

Senator ELLENDER. Have you anything to say about it as head of 
the institution? 

Dr. OverHotsEr. No, sir. We are told what we may do in that. 
respect. 
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Senator ELLENDER. I wonder, Mr. Chairman, if we could get a 
little information on how this board operates, because the board seems 
to be the cause of this request for additional funds. The last two or 
three appropriations that have been requested by the hospital have 
been due to wage increases, for which the hospital was not responsible 
and was not even consulted. 

Dr. OverHo.tseP. The theory, as I understand it, Senator Ellender, 
js that for a certain group of employees, the so-called wage board 
employees, the amount paid them for their work by the Government 
js supposed to approximate the prevailing rate of pay in outside 
circles for the same sort of work. I think that is the basic theory of it. 

Senator ELLENDeER. I understand that, but if you get a raise like 
that every year, I am beginning to look upon it with suspicion. 
] would like to get a little more information about the board for the 
record in order to indicate how they work and the extent to which 
they consult with those who have to come here and justify these 
jncreases. 

Mr. MatHewson. Mr. Chairman, may we supply that for the 
record? 

Senator Hitu. Yes. 

Dr. OverHotserR. Mr. Mathewson is representing Mr. James. 
Kelly, the budget officer of the Department. 

Senator Hitt. We would like to have a statement in answer to 
Senator Ellender’s question so that we would know just what the 
authority is of this wage board, just how it operates, upon what basis 
it acts, and when it acts what does it do, just notify Dr. Overholser 
that wages have been raised and therefore he pays those wages 
without consulting on it or without any knowledge? We would like 
to know just how it operates. 

Mr. MatHewson. We will supply that for you. 

(The information referred to follows:) 


(A revised and enlarged statement appears on p. 635) 


STATEMENT ON ADMINISTRATION OF WAGE Boarp Pay INCREASES 


Under section 202(7) of the Classification Act of 1949 (5 U.S.C. 1082(7)) 
certain types of employees in unskilled, semiskilled, or skilled manual labor- 
occupations are exempted from the basic compensation schedules of the act, 
with the provision that “the compensation of such employees sball be fixed and 
adjusted from time to time as nearly as is consistent with the public interest in 
accordance with prevailing rates.’ There is further provided under 5 U.S.C. 
1072a that the Civil Service Commission is authorized to issue such regulations 
as may be necessary for the administration of section 1082(7) and other sections. 

Wage rates for such employees may be set administratively or by so-called 
wage boards. In the Department of Health, Education, and Welfare, rates are. 
set administratively by officials to whom the Secretary has delegated this author- 
ity. These are the Director of Personnel, the Deputy Director of Personnel, the 
Chief, Operations Branch, and the Assistant Chief, Operations Branch. In the 
Washington, D.C., area, the Department makes rate determinations on the basis 
of wage rate surveys conducted jointly with other Federal agencies such as General 
Services Administration, Department of the Army, Veterans’ Administration, 
and the government of the District of Columbia. The Department and the 
constituent agencies involved participate in the surveys by furnishing data col- 
lectors who obtain wage information from local employees. The information is 
then processed by the Department and other interested agencies, to determine 
the prevailing rate in the area, as prescribed by law. On the average, a survey 
for each occupation or wage schedule is made every 12 to 15 months. 

Under Public Law 85-872 (72 Stat. 1696) when a survey has been determined 
to be necessary, and has been ordered, the new schedule of wages must become 
effective no later than the first pay period beginning 45 working days after the- 
survey was ordered to be made. 
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AUTHORITY DELEGATED TO BOARDS 


Senator ELLENDER. A while ago, Mr. Chairman, if you remember 
a doctor appeared here for Freedmen’s Hospital and he did not expect 
this. It just came on him unexpectedly. 

Senator Hiti. He said what you said, Doctor. He had no say 
about it. He was not consulted in any way whatsoever. He had 
no say, no authority. 

Senator ELLENDER. I think we have really delegated too much of 
our authority from Congress, Mr. Chairman, to these boards. 

Senator Hiuu. Are there any more questions? 

Senator ALLorr. Could I ask just one or two questions to straighten 
up this matter. 

First of all, you answered, in a reply to my question of a few 
moments ago, that this was a Government institution and then you 
later made the statement that the District of Columbia supplies 
capital outlays on buildings, or so I understood you? 

Dr. OverHo.serR. It pays for its proportionate share—the equiva- 
lent of a long-term interest-free loan really from the Federal Govern- 
ment. It amortizes its share of the cost of capital outlays for con- 
struction and maior repairs in the hospital. 

Senator Attotrr. Now is that amortized through the cost of the 
patient load or is it amortized separately? 

Dr. OvrerHOLseER. It is added to it. 

Senator AtuorT. It is added separately? 

Dr. OverHOLsER. Just now they are paying 3 cents per day per 
patient additional for major repairs. That will go up considerably 
when the new maximum security building goes into operation, which 
will be the first building under that plan. 

Senator ALtorr. In other words, what they are doing is paying a 
proportion of the capital outlay and that is included in their costs 
per patient that they pay you, is that correct? 

Dr. OvERHOLSER. Yes, sir. That is allocated. Of course, that 
goes back to the Federal Treasury. The hospital does not get that 
3 cents a day. 

Senator Attorr. I understand. 

Dr. OveRHOLSER. We return that to the Federal Treasury. 

Senator AtLotr. I understand that; however, the District of 
Columbia does not go out and have to have so many million dollars, 
$2 million or $5 million, to build a new building. This is built by the 
Federal Government, and the only part that the District pays is a 
proportionate part based upon the caseload which the District has in 
the hospital at that time, is that correct? 

Dr. OverHoLsER. That is entirely correct, whereas only 5 vears ago 
or so all of the capital outlay, the cost of all of the new buildings was 
borne entirely by the Federal Government. The law was changed 
just around that time. 


PROPORTION OF COSTS PAID BY THE DISTRICT OF COLUMBIA 


Senator ELLenpDER. In order to possibly clear up the impending 
debate that is going to be taken up by Senator Allott against some- 
body he has not named, can you give us what proportion of the cost 
of the building, as well as the maintenance of the hospital, is paid by 
the District of Columbia? 
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Dr. OveRHOLSER. Approximately 73 percent. 

Senator ELLENDER. Seventy-three percent. 

Dr. OveRHOLSER. That accounts for the proportion of District 
residents for whom this is paid. 

Senator ELLENDER. And the 27 percent remaining is paid by whom? 

Dr. OverHOLSER. Either by direct appropriation to St. Elizabeths 
or on a reimbursement basis from the Veterans’ Administration, 
Public Health Service, or the Soldiers’ Home, the governmental agen- 
cies. They are not charged the additional 3 cents a day. 

Chairman Haypen. If there are no additional questions, thank 
you, Doctor. 

OFFICE OF THE SECRETARY 


WHITE HOUSE CONFERENCE ON AGING 


STATEMENTS OF BERTHA S. ADKINS, UNDERSECRETARY; 
WILLIAM C. FITCH, DIRECTOR, SPECIAL STAFF ON AGING; 
AND DANIEL 0. MATHEWSON, ACTING DEPARTMENT BUDGET 
OFFICER 


APPROPRIATION ESTIMATE 


For an additional amount for the White House Council on Aging, $846,000 of 
which $810,000 shall be available for grants to States and shall remain available 
until January 31, 1961. 

Program and financing 








Presently Revised Increase 
available estimate 
Program by activities: 
1, Technical assistance to States and planning of confer- 
ee nek ata corer cumaeige apes raya $100, 000 $136, 000 $36, 000 
TY GEE Git NI, Co ous i cb on cdewbsdinbudbeleuwecvalldtwucetucshes 810, 000 810, 000 
I iii Ea tiie tame iehaebiameins 100, 000 946, 000 846, 000 
Financing: Appropriation and new obligational authority _ _ -- 100, 000 946, 000 846, 000 





Object classification 














Presently Revised Increases 
available estimate 
Total numter of permanent positions_-__...........--.-.------ 6 9 3 
Full-time equivalent of all other positions__.-.....--..-.------ 1 Sheik 
Average numter of all employees. -.-..-...----.--------------- 5 6 1 
Number of employees at end of year_._...----------.--------- 6 9 3 
01 Personal services: 

I hana witiccbewah <apemiinG~oiwone $29, 484 $34, 649 $5, 165 
Positions other than permanent--.._.-.....------------ 15, 000 SU ete cceke.s 
Other personal services __........-.-- LE chdds cab bee 384 464 80 
. NES UTE ai rn iiienntmndiaeinioashenes 44, 868 50, 113 5, 245 

SE eee ere ee Ee, Cnn i uinnangsorabianeratenwe 19, 100 i J 
03 Transportation of things.........-.....--.-.---.. a 400 ee cat dendsd 
04 Communication services__.--.-- 1, 600 1, 750 150 
06 Printing and reproduction _-_-_-....-.--- 11, 000 16, 000 5, 000 
07 Other contractual services hoe 700 800 100 
Services performed by other agencies._........-_..--.-- 17, 412 39, 927 22, 515 
OD «, Bebnlies and mabterlele cn p.n nb ciiesiesecndcecsncocei-cnees 300 400 100 
I il ned we niente 2, 700 3, 750 1, 050 
i etre. SUN RNGIOE. MEE CONIFER URNOUNE. 8 ccnccgeccpeppes|sewenwense-ss= 810, 000 810, 000 
Contributions to the retirement fund -__-_-_-.....------ 1, 920 2, 260 340 
PE MITIIID os ands heciiaukinld $RSaidu tae oy wnetnn ane 100, 000 946, 000 846, 000 
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BUDGET JUSTIFICATION 


The $846,000 is requsted for the following purposes: 


1. Grants to the States (up to $15,000 for: each’ State and Territory) 
authorized in Public Law 85-908, sec. 202, White House Conference 





se as oot ieee bo eh St Bb Sd we tine snd ew Be $810, 000 

2. Professional and secretarial staff for the White House Conference on 
See rtitin an iieGh Giver a danbadiceh = geen cemeee eco =~ 36, 000 
Total ___- ie Pi oS PISO id O12. whi3ec.2_Ke: ORR 


Grants to the States 


Public Law 85-908, the White House Conference on Aging Act, authorizes pay- 
ments of up to $15,000 to each State and Territory for use in planning and con- 
ducting a State conference on aging; for developing facts and recommendations 
and preparing a report for presentation to the White House Conference on Aging; 
and for defraying costs incident to the State’s delegates attendance at the White 
House Conference on Aging. 

One of the purposes of the act is to encourage all of the States to assess the 
needs of their older people, to outline plans for meeting unmet needs, and to 
create such additional programs and services as may be required to close these 
gaps. It is anticipated that the States will conduct studies of their older popula- 
tions, take inventories and determine the adeauacy of existing programs, and hold 
local conferences, in addition to one or more State conferences, for the purpose of 
developing blueprints and recommendations for action. It is highly desirable 
that these steps be taken with the widest possible citizen participation and that 
they should be taken by all States prior to the national White House Conference. 

The sum of $15,000 will be necessary for the aforementioned purposes and to. 
pay the costs incident to attendance of the delegates to the White House Confer- 
ence in Washington. In some States it is expected that to enable full participa- 
tion, it will be necessary for the State to provide supplemental appropriations. 

Although passage of the act has created wide interest among States, com- 
munities, and national organizations, definite action is being delayed by unavail- 
ability of funds. ‘The act requires that each State make application for the funds 
authorized and submit a plan as to their use. The applications and plans will 
have to be prepared in accordance with regulations now being developed for the 
approval of the Secretary and will be reviewed to make certain that they conform 
to the regulations and the requirements of the act. Unless the States begin their 
preparations almost at once, it will be difficult to achieve the purposes of the act. 
If the funds requested are made available during fiscal year 1959, States can 
recruit staff promptly for developing plans, initiating surveys, and organizing 
forums and conferences which will insure wide public participation in the formula- 
tion of sound programs and recommendations. 

Some of the States may not make application for the maximum. However, it 
is not possible to estimate accurately, the extent to which lesser amounts will be 
requested or allotted. Grants may be used over a period of 21 months for 
expenses incurred in connection with preconference studies, local conferences, and 
the White House Conference. 


Administrative expenses 


The White House Conference on Aging is conceived as a major national forum 
for assessment of the entire field of aging and for the development of recom- 
mendations and blueprints for action for the guidance of official agencies and 
voluntary organizations at National, State, and local levels. If these objec- 
tives are to be achieved, there must be long and intensive preparation and careful 
and detailed planning for the Conference itself. The Conference Advisory Com- 
mittee called for in the act will consist of professional and organizational leaders 
in American life who will be charged with determining overall Conference pol- 
icies, procedures, content, and related matters. In addition, it is anticipated 
that the Conference will be organized around approximately 15 subject-matter 
areas and that the work in each of these areas will be directed by a planning com- 
mittee of 10 members (from outside the Government) assisted by a Technical 
Director and a part-time technical assistance group assigned from Federal agen- 
cies. The tasks of these groups will include preparation of detailed background 
papers in the several subject-matter areas, compilation of relevant data, identi- 
fication of specific problems for Conference deliberation; providing assistance 
in selection of delegates; and conducting the actual work sessions of the Confer- 
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ence. Beyond this the “Aging” staff assisted by other agencies of the Govern- 
ment will have to prepare and distribute exhibits, workbooks, information pam- 
phlets, and other materials to assist the States and communities in their prepara- 
tory work; provide informational materials to communication agencies (periodicals, 
press, TV, radio); and give consultation to national organizations and States. 

These activities will, of course, call for a sizable staff and funds for travel, 
printing, and meetings. An appropriation of $100,000 was sufficient for six 
positions in the Office of the Secretary of the Department of Health, Education, 
and Welfare and for contractual services by two agencies, the Labor Department 
and the Housing and Home Finance Agency, to engage technical directors in 
order to initiate activity. These positions will be working on Conference or- 
ganization, development of liaison with National and State agencies and organi- 
gations, preparation of papers for the Advisory Committee, and so forth. The 
funds available are insufficient to permit planning and preparation to proceed as 
rapidly as is necessary if the Conference objectives and time schedule are to be 
met. The present request for an additional $36,000 for administrative expenses 
includes funds for three additional positions for preparation of other Conference 
papers, providing consultation to States and organizations, and preparing mate- 
rials for communication media; $22,515 of the $36,000 requested will provide for 
payment for five technical directors in such important subject matter areas as 
income maintenance, health, rehabilitation, education, and State and com- 
munity organizations within agencies of the Department of Health, Education, 
and Welfare, and a secretary foreach. It is important that the technical directors 
be employed and directed by the agencies with competencies in the specific fields 
mentioned rather than by the Office of the Secretary; they will become integral 
parts of the agencies and so can draw upon the entire resources and personnel of 
these organizations. The staff should begin to perform their functions as early 
as possible so that the necessary materials and technical assistance can be pro- 
vided to the States as they begin their own activities. The technical directors 
will provide staff services to planning committees, prepare comprehensive back- 
ground papers for the use of local, State, and National conferences—describing 
the current situation in their subject-matter areas, noting unmet needs and pro- 
gram gaps, and identifying issues for discussion and resolution. 


HOUSE REDUCTION 


Chairman Haypren. The next item is the ‘““‘White House Council 
on Aging’ for which we had a supplemental estimate for $846,000. 
The House reduced this by $56,000, allowing $790,000, $2,000 of the 
reduction being applicable to the administrative expense and $54,000 
to the grants to States. 

The Department has appealed for the restoration of $54,000 to 
allow the full amount requested for grants to States, $810,000, or 
$15,000 to each. The Under Secretary, Miss Bertha S. Adkins, is 
here to testify in behalf of the Department’s request. 

Miss Apxins. Thank you very much, Mr. Chairman. 

We have a statement which we would like to incorporate in the 
proceedings if it will be of any assistance, and I can summarize the 
part in which we are particularly concerned. 

Chairman Haypen. The statement may be inserted in the record 
at this point and you may summarize it. 

(The statement referred to follows: ) 


STATEMENT BY UNDER SECRETARY, DEPARTMENT OF HEALTH, EDUCATION, AND 


WELFARE ON 1959 SUPPLEMENTAL EsTIMATE FOR WHITE HovusE CONFERENCE 
on AGING 


Mr. Chairman and members of the committee, Public Law 85-908, White 
House Conference on Aging Act, was passed toward the close of the last session of 
the Congress authorizing funds for preparation for a White House Conference on 
Aging in January 1961. An appropriation of $100,000 was provided in order that 
some immediate planning might begin. This planning includes working closely 
with Federal departments and agencies, national organizations and States to help 
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them prepare for the Conference, addressing conferences and meetings, assembling 
names of personnel for key responsibilities in the Conference, developing back- 
ground papers for the advisory committee, preparing papers and guides for use 
by community, State, and organizational groups, and arranging for conference 
and hotel space. It was anticpated that additional funds, principally for the 
States, would be requested at a later date. 


SUPPLEMENTAL RUDGET ESTIMATE 


The amount of $846,000 is requested as a supplemental for 1959 for the following 
purposes: 


Grants of $15,000 to each of the 49 States and the Territories of Guam, 
Hawaii, Puerto Rico, Virgin Islands, and the District of Columbia__ $810, 000 
Additional funds for salaries and expenses----.--..---------------- 36, 000 





BR RA Lilie. Sigs JU ee lich i ain ci eb chins bicinnewne 846, 000 


GRANTS TO THE STATES 


The act authorizes payment up to $15,000 to each State and Territory for use 
in planning and conducting State conferences; for developing facts and recom- 
mendations and preparing reports for presentation to the White House (‘onference 
on Aging; and for defraying costs incident to the attendance of States’ delegates 
at the White House Conference. To enable the States to begin their factfinding 
and planning activities at once, it is necessary that the grants be made available 
to them as soon as possible. The States can then recruit staff, develop plans to 
initiate surveys, and to organize forums and conferences which will assure the 
widest possible participation in the formulation of sound programs and recom- 
mendations. 

There are no facilities in the States for collecting comprehensive facts on aring 
as there are in such fields as health, education, and welfare. Hence, it will be 
necessary for the States to conduct extensive studies of the needs of their older 
populations and of the resources available to meet these needs ro to holding 
local conferences in addition to the State conference required by the act. In 
most cases the grants will be insufficient for the States to accomplish these ac- 
tivities without contributions from other sources and without material assistance 
provided by the Federal Government in the form of publications, guides, and 
technical help. 

It is possible that some few States may not apply for the maximum grant. 
However, it is not possible to estimate accuratelv the extent to which lesser 
amounts will be required or allotted. The States will be reauired to submit plans 
for the use of the tunds which will be carefully reviewed before funds are allotted. 
The grants would be available for use for a period of 21 months for expenses 
incurred in connection with preconference studies, local conferences, and the 
White House Conference. 


ADMINISTRATIVE EXPENSES 


The initial appropriation of $100,000 was sufficient for six positions in the 
Office of the Secretary of the Department of Health, Education, and Welfare, and 
for contractval services by two agencies, the Labor Department and the Hovsing 
and Home Finance Agency, to engage technical directors to initiate activities in 
their spheres. The present request for an additional $36,000 for administrative 
expenses includes funds for three additional positions in the Office of the Secretary, 
for the preparation of other conference papers, for constiltation to the States, and 
for preparation of informational materials; $22,515 of the $36,000 requested in 
this s»pplemental for salaries and expenses would also provide for payment for five 
technical directors in such major subject-matter areas as income maintenance, 
health, rehabilitation, education and State and community organization, all 
within agencies of the Department of Health, Education, and Welfare and a 
secretary for each. It is important that the technical directors be employed and 
directed by the agencies with competencies in the specific fields mentioned rather 
than by the Office of the Secretary; they will become integral parts of the agencies 
and so can draw upon the entire resources and personnel of these organizations. 
The staff should begin to perform their functions as early as possible so that the 
necessary materials and technical assistance can be provided to the States as they 
begin their own activities. The technical directors will provide staff services 
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through planning committees and prepare comprehensive background papers for 
the use of local, State, and nationa! conferences—describing the current situation 
in their subject-matter areas, noting unmet needs and program gaps, and identify- 
ing issues for discussion and recommendation. 

e are all anxious that the White House Conference on Aging be a most 
effective form for the development of action recommendations. ‘lhis means wide 
citizen participation based on sound factual material and analyses. The suppie- 
mental request is a major step in that direction. 


EFFECT OF HOUSE ACTION 


The supplemental appropriations bill reduced the request by $56,000 of which 
$54,000 is for grants to States and $2,000 for administrative expenses. The 
$54,000 reduction will permit a grant of only $14,000 to each State instead of 
$15,000 as requested. The provisions of Public Law 85-908 have been widely 
publicized and a number of States have already made definite plans based on 
the premise that $15,000 would be available to them from Federal funds. This 
Department in making its request stated that in most cases the sum of $15,000 
would be insufficient to accomplish the objectives of the bill. Obviously, in such 
States the sum of $14,000 would constitute even more inadequate provisions. 
The bill as passed in the House had provided up to $50,000 to carry out the 
activities delegated in Pubiic Law 85-908, White House Conference on Aging 
Act. These preparations and activities were not altered in the bill as finally 
enacted, which provided (1) for the planning and conducting by each State of 
State conferences, (2) for developing of facts and recommendations and preparing 
a report of the findings to the White House Conference on Aging, and (3) in 
defraying costs incident to the State’s delegates attendance. 

It is anticipated that most States will wish to organize a number of district and 
local conferences in preparation for the State conferences; this is highly desirable 
in assuring the widest possibie citizen participation in the consideration of present 
needs. Any one of several activities or aspects of organizing to carry out the 
objectives of this act couid exceed in cost even the sum of $15,000 authorized. 
For example, in the case of a populous State far from Washington, that sum would 
be insufficient to defray ali the cost incident to the attendance of its full delegation 
to the Conference in Washington. Similarly, the sum would be not more than 
adequate to pay for a professional survey of needs of older people and resources 
available in a State or metropoiitan area. The Department of Health, Education, 
and Weifare already has contracted for a printed guide as a basis for such a survey 
by the States, and it is hoped that all States will wish to undertake this type of 
survey. 

The sum allocated to the States would be less than adequate to pay for one 
full-time professional person employed in each State and for clerical help and 
related expenses for 1 year. Yet, the grant is actually for a period of some 20 
months. The sum of $54,000 which may be saved by this reduction cannot 
justify the additional limitation placed on State preparation for the White House 
Conference deaiing with major probiems of miiions of our older persons. 

The $2,000 reduction for administrative expenses wiil necessitate an average 
recruitment deferment of 1 week only and will therefore have no appreciable 
impact. 

GENERAL STATEMENT 


Miss Apxins. Thank you. As you well know, the law which was 
genved in the last session of Congress which established the White 

ouse Conference on the Aging has already been implemented 
through our own special staff in the Department and plans are well 
underway for the Conference which will be held in January of 1961. 

In the course of this act there were provisions made for the Federal 
Government to assist the States in setting up meetings, in making 
surveys, in getting ready for their part in the Conference itself, and 
we have gone ahead on the assumption of the wording of the act that 
there would be available for each State to use, in the course of its 
preparation, $15,000. 

We have used the top sum authorized by law because we have 
found such an interest among the States that from the preparations 
now being made, we know it will cost far more than this amount. 
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AUTHORIZATION ACT 


Senator Hii. I think it will be well to insert for the information 
of the committee and of the Senate certain portions of the authoriza- 
tion, the White House Conference on Aging Act, Public Law 85-908, 
approved September 2, 1958. 

(The information referred to follows:) 


TITLE II—WHITE HOUSE CONFERENCE ON AGING 


Sec. 201. (a) A White House Conference on Aging to be called by the President 
of the United States in January 1961 in order to develop recommendations for 
further research and action in the field of aging, which will further the policies 
set forth in section 102 of this Act, shall be planned and conducted under the 
direction of the Secretary of Health, Education, and Welfare who shall have the 
cooperation and assistance of such other Federal departments and agencies as 
may be appropriate. 

(b) For the purpose of arriving at facts and recommendations concerning the 
utilization of skills, experience, and energies and the improvement of the condi- 
tions of our older people, the conference shall bring together representatives of 
Federal, State, and local governments, professional and lay people who are working 
in the field of aging, and of the general public including older persons themselves, 

(c) A final report of the White House Conference on Aging shall be submitted 
to the President not later than ninety days following the date on which the 
conference was called and the findings and recommendations included therein 
shall be immediately made available to the public. 


GRANTS 


Sec. 202. (a) There is hereby authorized to be paid to each State which shall 
submit an application for funds for the exclusive use in planning and conducting 
a State conference on aging prior to and for the purpose of developing facts and 
recommendations and preparing a report of the findings for presentation to the 
White House Conference on Aging, and in defraying costs incident to the State’s 
delegates attending the White House Conference on Aging, a sum to be deter- 
mined by the Secretary, but not less than $5,000 nor more than $15,000; such 
sums to be paid only from funds specifically appropriated for this purpose. 

(b) Payment shall be made by the Secretary to an officer designated by the 
Governor of the State to receive such payment and to assume responsibility for 
organizing and conducting the State conference. 


TITLE ITI—GENERAL PROVISIONS 
ADMINISTRATION 


Sec. 301. In administering this Act, the Secretary shall: 

(1) Request the cooperation and assistance of such other Federal departments 
and agencies as may be appropriate in carrying out the provisions of the Act; 

(2) Render all reasonable assistance to the States in enabling them to organize 
and conduct conferences on aging prior to the White House Conference on Aging; 

(3) Prepare and make available background materials for the use of delegates 
to the White House Conference as he may deem necessary and shall prepare and 
distribute such report or reports of the Conference as may be indicated; and 

(4) In carrying out the provisions of this Act, engage such additional personnel 
as may be necessary (without reference to the provisions of the Civil Service Act) 
within the amount of the funds appropriated for this purpose. 


ADVISORY COMMITTEES 


Sec. 302. The Secretary is authorized and directed to establish an Advisory 
Committee to the White House Conference on Aging composed of professional 
and public members, and, as necessary, to establish technical advisory commit- 
tees to advise and assist in planning and conducting the Conference. Appointed 
members of such committees, while attending conferences or meetings of their 
committees or otherwise serving at the request of the Secretary, shall be entitled 
to receive compensation at a rate to be fixed by the Secretary but not exceeding $50 
per diem, including travel time, and while away from their homes or regular 





| 








ion 
Za~ 
08 


ent 
for 
cies 
the 
the 
3 as 


the 
ndi- 
3 of 
‘ing 
ves, 
ited 
the 
rein 


hall 
ting 
and 

the 
te’s 
ter- 


uch , 


the 
for 


ents 


nize 
ring; 
ates 

and 


nnel 
Act) 


sory | 
onal | 
mit- 
nted 
their | 
itled | 


rular 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 311 


places of business they may be allowed travel expenses, including per diem in lieu 
of subsistence, as authorized by law for persons in the Government service em- 
ployed intermittently. 


TITLE IV—AUTHORIZATION OF APPROPRIATIONS 


Sec. 401. There is hereby authorized to be appropriated such sums as Congress” 
determines to be necessary for the administration of this: Act. 


HOUSE ACTION 


Miss Apx1ns. Now, in the House action on this request for a supple- 
mental amount of $846,000, $810,000 of which would go to the States 
to assist them in preparing for the Conference, and an additional sum 
of $36,000 for salaries and expenses, the House reduced our request to 
the extent that we are now able to provide only $14,000 to the States 
instead of the $15,000 which we have requested. 

We have been negotiating with the States in all of our correspond- 
ence to the effect that there would be $15,000 available. We antici- 
pated it because the law stated that. We do know that $15,000 
itself would not be enough. Therefore, when it is cut even by $1,000 
down to the $14,000 level, it will cause handicaps in the States in 
meeting the requirements of the law in preparation for the conference. 

Therefore, we would like very much to have that complete amount 
restored so that we may grant to the States who submit their plans 
this amount to follow through in making preparations necessary for 
the Conference, in other words, to give them the sum of $15,000 each. 

The actual $2,000 reduction for administrative expenses will neces- 
sitate an average recruitment deferment of 1 week only and therefore 
will have no appreciable impact, but we are, Mr. Chairman, deeply 
concerned that the whole authorization of $15,000 for each State in 
preparation for the Conference be restored. 

Mr. Fitch, who is the chairman of our staff for the White House 
Conference on Aging, as well as the chairman of our special staff on 
aging, in the Department of Health, Education, and Welfare, is here 
with me and if either one of us can answer any questions we will be 
happy to do so. 


STATE COOPERATION AND RESPONSIBILITIES 


Senator Hitt. Madam Secretary, the States have now made their 
plans to cooperate and go forward in this program for the $15,000 
allotment from the Federal Government and if you now reduce it will 
it not have quite a psychological effect insofar as this is concerned? 

Miss Apxins. It would look as though we were not ready to live up 
to our obligations. There is no question that it will have a very prac- 
tical effect in limiting their activity to that extent and I think there 
is no question in anyone’s mind but that this particular area of our 
population is one which needs the kind of survey and the sort. of re- 
search which this White House Conference, and the State conferences 
preceding it, will give. 

Senator Hitu. Are there any questions? 

Senator AtLorr. I have one question, and I am in complete sym- 
pathy with my very good friend, Madam Secretary, but do you mean 
to say that in a Conference of this kind the individual States of this 
Union have abrogated their responsibilities so far that they cannot 
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put up the money to gather and furnish the information that is needed 
for a White House Conference? 

Miss Apxins. Senator, I share alike with you the fact that I am 
coming into this in recent months, but as a matter of fact we have 
discovered that if the States carry through on the preliminary meet- 
ings that the law requires and in making the survey, which again the 
law requires; incidentally, we are giving assistance by providing a 
guide for the survey so that the aia which the States bri 
will more or less be uniform in its content. We are finding that in 
most of the States, even those of smaller populations, it is going to 
cost far more than this. In other words, in some States it will cost— 
I think Mr. Fitch has reported as a result of his work in this area 
through the years—the States as much as $50,000 or $60,000 to meet 
the requirements of the law, so that this is simply one small part for 
most States of their preparation. The law provides for a Federal 
group of not less than $5,000, nor more than $15,000. 

As I say, as a result of the preliminary reports which we already 
have, it is quite apparent that the upper figure will be even a small 
share of what the States will have to pay. 

Senator Attotr. Well, why should the States not pay all of this? 


FEDERAL LEADERSHIP 


Miss Apxins. I think it is because in this general concern about 
the older people in our population, there has not been frankly as 
much work done in finding out information which is essential, as we 
have had, for instance in the area of children, juveniles, and so forth, 
and we see already so many problems. We agree that the States 
must find solutions, but we also know that this is one way of getting 
the States to realize what their responsibility is and what they must 
do to meet this problem. We feel, in other words, that this is a form 
of leadership which the Federal Government gives in an area of need 
but we also recognize that the ultimate responsibility will be in local 
communities for solving problems for the older people. 

Senator ALLotr. Well, my argument is not with you, but perhaps 
with the Members of Congress; however, I cannot believe that there 
are no facilities in the States such as you have in your statement for 
collecting comprehensive facts on aging, such as there are in health, 
education, and welfare. 

I think the Senator from Alabama here can well remember when 
we were on the School Construction Act about 4 years ago that we 
found it almost impossible to get accurate information from the States 
with respect to the educational facilities. I am sure that there are just 
as many facilities available here, if not more, because most States 
have old-age pension plans of one sort or another. I say my quarrel 
is not with you, though. I just simply feel that the time is here when 
this is a false thing to try to offer financial inducement to States which 
ee break our Federal Government and we will not get the job done 
either. 

Senator Htiu. Are there any other questions? 

Senator Haypen. I only want to comment that having passed the 
age of four score, the average age for a human being in my life has been 


extended about 20 years. I attribute that to the fact that we have 
obtained our freedom in this country and have reached a position 
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which has made it possible for us to add these years to our lives; 
however, there is a problem involved with “‘What to do with these old 
people,” including myself. 

Miss Apxins. Some of them, Senator, are not as resourceful in find- 
ing ways to use their talents, you see. 

nator Hitt. However it is one of our big problems, the aging. 

Miss Apxins. There is no question in my mind about that, and I 
am learning about their needs in housing, health, recreation, and so 
forth. When I realize that some of the statistics show the older 
workers starting at age 35, this question of the aging is one in which 
I have a very personal concern. 

Senator Hitt. Are there any other questions? 

Madam Secretary, we thank you very much. 

Miss Apxins. Thank you. 


DerensE EpucaTIONAL ACTIVITIES 
OrricE or EDUCATION 


Senator Hitu. We had a supplemental estimate in the amount of 
$75,300,000 for “Defense educational activities,’ approved in its 
entirety by the House of Representatives. 

No formal hearing will be had on this item, but for the information 
of the committee and of the Senate, the statement of the Commissioner 
of Education and certain other portions of the justifications will be 
inserted in the hearings. 

(The material referred to follows:) 


STATEMENT BY COMMISSIONER OF EDUCATION ON DEFENSE EDUCATIONAL 
ACTIVITIES, OFFICE OF EDUCATION 


I welcome this opportunity to present to the committee an explanation of the 
need for supplemental funds in fiscal year 1959 to complete the first year’s program 
under the National Defense Education Act. As you know, the program was 
initiated last September with an interim appropriation of $40 million which 
has been put to effective use in making a start on the eight different titles of the 
new statute which assign major responsibilities to the Office of Education. These 
interim funds have now been allocated to the various functions and in some 
cases, they have been fully spent for the purposes for which they were made 
available. The need for additional funds is now most urgent in order to meet 
critical deadlines for the completion of contractual arrangements on pending 
programs for the summer and fall sessions. State legislatures now in session need 
to know about appropriation requirements for matching purposes. The supple- 
mental request for the current year is in the amount of $75,300,000. The House of 
eee tatives allowed the full amount of this request. 

hen the National Defense Education Act was passed by the Congress last 
August, we in the Office of Education were keenly aware of the importance and 
complexity of programs made possi>le by the statute. During the past seven 
months as these programs have emerged and developed with the splendid coopera- 
tion of States, institutions of higher learning, and professional groups, their sig- 
nificance has become more apparent and their need more compelling. The critical 
problems to which this act is addressed are basic to the achievement of our 
educational o'jectives and our national security and progress will be advanced 
in measured terms as these programs are fulfilled. 

If the committee will permit, I would like to summarize the status of our 
activities under each of the various titles for which supplemental funds are 
requested. 

LOANS TO COLLEGE STUDENTS—TITLE II 


This program provides funds to public and to nonprofit private colleges and 
universities for long-term student loan funds to enable needy and able students 
to complete their higher education. Funds under this title are apportioned 
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among the States on the basis of their relative full-time enrollments in institutions 
of higher education. Within each State’s allotment, funds are prorated to insti- 
tutions on the basis of the amounts requested. 

Following the established cutoff date of January 6, 1959, for the submittal of 
applications by institutions, the Office received some 1,230 approvable requests 
for loan funds. The gross amount of funds requested by institutions amounted 
to some $79 million. In order to assure that our limited funds were used to 
maximum advantage, it was evident that some of the institutional requests 
which were excessive in relation to others, should be scaled down to produce more 
equity in allocations among all institutions. Since the institutional requests are 
the legal basis for allocation of funds within a State, the cooperation of partici- 
pants was essential to this end. So the Office contacted those institutions whose 
requests were in the highest per capita range (the top 25 percent) and requested 
that they be reconsidered. After this was done the revised requests of the institu- 
tions totaled $62 million and funds were prorated on this basis within the State 
allotments. The resulting per capita average for all institutions is $28 and 
practically all amounts are less than $100 per capita. The law permits annual 
student loans up to $1,000 per student. The fact that the $6 million available 
covered only about one-tenth of the requested needs of institutions makes it most 
imperative that supplemental funds be appropriated in the immediate future to 
enable institutions to meet requests for loans which will be received in the coming 
weeks from students who wish to begin or continue their education this semester, 
this summer, and next fall. Practically all loan funds are now inadequate to cover 
more than a fraction of requirements. 

For this purpose $25 million has been requested of which some $500,000 will 
be used to lend to institutions to meet the non-Federal share (10 percent) of the 
student loan funds. This will provide for the year, a total appropriation of $30.5 
million for capital contributions to student loan funds as related to the first-year 
authorization of $47.5 million contained in the act. 


GRANTS AND LOANS FOR IMPROVEMENT OF SCIENCE, MATHEMATICS, AND FOREIGN 
LANGUAGE INSTRUCTION—TITLE III 


This program assists States and localities in the purchase of equipment to im™ 
prove the teaching of science, mathematics, and modern foreign languages, and 
minor remodeling of laboratory or other space in connection with the use of this 
equipment in the public schools. It also provides for the improvement and 
expansion of supervisory services to the State educational agencies. Private 
nonprofit elementary and secondary schools are eligible for loans to purchase this 
same type of equipment. 

Plans have now been received from 38 States for participation in the equipment 
grant programs authorized by title III of the act and 24 plans have been approved 
as of March 23. It is anticipated that plans will be approved for at least 45 
States this fiscal year. Any funds available to a State for the purchase of equip- 
ment which is not claimed under an approved plan this year, will also be available 
to that State in fiscal year 1960 under a special provision in title III of the act. 

If the current request is approved, the $16,720,000 now available for grants will 
will be supplemented by $32,560,000 making a total appropriation for 1959 of 
$49,280,000 as compared to authorized appropriations for this year amounting to 
$61,600,000. We are confident that the States are prepared to make effective use 
of these funds this year and that the resulting improvements in the facilities 
available for instruction in the sciences, mathematics, and foreign languages will 
substantially advance the teaching quality of these subjects for many thousands 
of American youngsters. 

In addition to grants for public schools, title III provides for loans to nonprofit 
private schools for the same purpose. The sum authorized for this purpose is 
$8.4 million, which is 12 percent of the $70 million authorization for the combined 
grant and loan program for equipment purchase and minor remodeling. The 
supplemental request of $4,440,000 will make a total of $6,720,000 available this 


year forloans. As of March 26, 1959, 185 applications had been received totaling. 


$2,435,825. It is anticipated that the total funds requested will be claimed. 
No additional funds are requested for the function of improving State super- 
vision of science, mathematics, and foreign language instruction. 
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NATIONAL DEFENSE FELLOWSHIPS—TITLE IV 


This program will encourage and assist in the expansion and improvement of 
facilities for graduate education, to increase the supply of well-trained college and 
university teachers. 

The Commissioner is authorized to approve graduate education programs 
involving 1,000 fellowships to be awarded in fiscal year 1959 and to continue 
these fellowships for 2 more years; also 1,500 new fellowships are authorized for 
each of the next 3 years. 

This program is designed to strengthen the ability of institutions to produce 
college level teachers and to encourage able graduate students to enter the teach- 
ing field. Greater geographic dispersion of graduate facilities is also a primary 
objective of the program. 

he response to this program has been most encouraging. Some 169 institutions 
submitted program proposals as of the January 2, 1959 cutoff date proposing 
awards to about 6,000 fellowship candidates. With funds available thus far 48 
graduate programs have been approved and 150 fellowships awarded. There is a 
most urgent need for the additional funds requested of $4.5 million to complete 
the awards of the remaining 850 authorized fellowships. Throughout the country 
fellowship awards are generally offered by the first of April. Funds are needed 
promptly to insure an effective and a quality program. 


TESTING, GUIDANCE AND COUNSELING TO IDENTIFY ARLE STUDENTS AND ENCOURAGE 
THEM TO CONTINUE THEIR EDUCATION—TITLE V 


Part A—State programs 


This program of grants to States is designed to reduce the number of able stu- 
dents who drop out of high schools and colleges, by helping to identify abilities 
at an early stage and encourage the fullest development of talents. Private 
secondary schools may, in some States, arrange with the U.S. Commissioner of 
Education for funds for testing of students. 

Federal grants totaling $15 million per year are authorized beginning with 
fiscal year 1959 for allotment to the States on the basis of secondary enrollments. 
States must match the Federal funds and submit a plan for approval by the 
Office setting forth arrangements for the testing of pupils in the secondary grades 
and for the strengthening of counseling and guidance personnel. It is indeed 
significant that practically all leading authorities today agree that expanded and 
improved pupil counseling (particularly in the secondary grades) is of the highest 
priority in assuring that bright and able students are educated to the full extent 
of their abilities and that all students receive educational opportunities in accord- 
ance with their individual needs. 

The initial appropriation of $5.4 million would be supplemented by $2 million 
under the request before the committee. This would provide approximately 
one-half of the authorized funds for this year. Thus far 41 States have submitted 
plans and 31 have been approved. Evidence on hand indicates that at least 47 
States will participate in the program this year and that the requested funds will 
provide a substantial portion of the funds the States are prepared to use this year. 


Part B—Counseling and guidance institutes 


These institutes to be established in institutions of higher learning will increase 
the supply of qualified guidance and counseling personnel, and improve the com- 
petence of personnel now working in the counseling field. Personnel in private 
schools may attend these institutes, but are not eligible for stipends. 

The funds available in the interim appropriation for this purpose amount to 
$2 million and will support some 50 short-term summer institutes of approximately 
6 weeks duration to train about 2,000 counselors. The additional $1 million 
requested this year will support from 12 to 15 such institutes. 

It is to be emphasized that the contractual arrangements for these institutes 
must be completed very soon in order to enable the institutions to complete plans 
and arrange for instructors and other personnel. These arrangements are cuse 
tomarily completed in the winter months preceding the academic terms and 
therefore it is necessary that Federal funds be available without delay if the 
program is to proceed as planned. Authorized funds for fiscal year 1959 total 
$6,250,000 and the request for an additional $1 million will provide for almost 
one-half of this sum. 


316 | SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


LANGUAGE DEVELOPMENT—TITLE VI 


This program provides funds for the establishment of institutes in higher edy. 
cational institutions to improve the skills and effectiveness of elementary and 
secondary school teachers of modern foreign languages; and centers to undertake 
research and training in rarely taught foreign languages and in other studies 
related to the areas in which these languages are spoken. Language teachers jp 
private schools are eligible to attend centers and institutes but are not eligible 
for institute stipends. 7 

The interest expressed in the language development program provided for 
in title VI of the act has been particularly grantifying. We have received 279 
applications for the establishment of language institutes from colleges and uni. 
versities in 48 of the 49 States. Some 70 institutions have expressed interest jp 
establishing language and area centers. This widespread interest arises from 
recognition by colleges and universities of the serious deficiency in moderp 
language teaching in this country and of the urgent need to improve the situation 
Thirty-five years ago, 27 percent of our high school students were taking at 
least one modern foreign language; in 1955 the percentage was down to less than 
15. Moreover, the number of college graduates prepared to teach a foreign 
language declined 30 percent between 1950 and 1957. Finally, there are 24 
languages each of which is spoken natively by more than 20 million people. Of 
these 24 only French and Spanish are widely studied by American high schoo] 
students. 

Other facts could be cited which would describe the dimensions of the problem 
we face. The major implication of all of them is that Americans are linguistically 
backward at a time when they can no longer afford to be if they are to retain a 
position of world leadership. 

Title VI of the act provides for a language development program which repre- 
sents an excellent and effective first step in the improvement of the language 
teaching situation in this country. The act authorizes $15,250,000 for the 
program in fiscal year 1959. From the initial appropriation, $375,000 is available 
for training centers, $400,000 for institutes for language teachers, and $25,000 
for research. 

We have now determined that the greatest current need in the language center 
phase of title VI is the study of Arabic, Chinese, Hindustani, Japanese, Portugese, 
and Russian. We are now in the process of selecting six colleges and universities 
where language training centers will be situated. These will operate throughout 
the academic year and will teach certain of these languages. Supplemental funds 
in the amount of $625,000 are requested for the fiscal year 1959, to expand these 
6 centers and to establish 6 additional centers which will provide for 185 students 
with stipends, in addition to other students who would attend. 

With the $400,000 available for institutes for language teachers, four summer 
institutes have been authorized and will operate thissummer. We are requesting 
an additional $1,100,000 for the fiscal year 1959, in order to establish 6 or 8 
additional summer institutes, and 4 regular session institutes, which will provide 
training and stipends for 725 public school teachers attending these institutes. 
These funds must be available soon for effective contracting arrangements to be 
completed in time. 

Our supplemental request includes $2,475,000 for research, authorized under 
section 602 of title VI. Contracts need to be negotiated as soon as possible for 
studies and surveys to determine the need for increased or improved instruction 
in modern foreign languages and other fields needed to provide a full understanding 
of the areas, regions or countries in which such languages are commonly used, and 
for research on more effective methods of teaching such languages, and to develop 
specialized materials for use in such training. 

Research is central to the whole language development program. Language 
instruction is unnecessarily retarded by the lack of modern teaching methods, 
materials and equipment. It has become evident that instructional techniques 
need to be modernized and textual materials developed. The availability of new 
equipment needs to be augmented by research in its most effective use. In those 
rarely taught languages where teaching is now very deficient or nonexistent, basic 


texts and materials (including dictionaries) must be developed to provide a basis | 


for extension of language center projects. Much research will be directly tied to 
language training center projects. 
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EDUCATIONAL MEDIA RESEARCH—TITLE VII 


The provisions of title VII of the National Defense Education Act provide for 
research, experimentation, and related dissemination activities to discover and 
encourage the more effective uses of television, radio, motion pictures, film-strips, 
video tapes and related media, and authorize $3 million for these purposes in the 
fiscal year 1959. The tremendous potential for improved learning which lies in 
these media must be systematically developed by careful and fundamental 
research. ‘This will expedite the use of good practice and reduce rash and faulty 
experimentation. 

An amount of $500,000 was made available in the initial appropriation, and we 
are requesting a supplemental amount of $1 million to provide a total of $1,500,000 
for the current vear. 

As of February 1, 205 specific project proposals for research and experimenta- 
tion had been received from institutions-and research agencies and it is expected 
that many more will be received before the close of the year. The proposals now 
on hand provide for a varied approach to research problems and their combined 
total cost as submitted amounts to some $20 million, about $14 million of which 
would be applicable to the fiscal years 1959 and 1960. The Advisory Committee 
designated under this title must recommend projects prior to approval by the 
Commissioner. They found 89 proposals to have high research value and 35 were 
recommended for approval. The Office has been able to approve 15 high priority 
research projects with current funds, and 20 projects are dependent upon supple- 
mental funds. 


GRANTS TO STATES FOR STATISTICAL SERVICES—TITLE X 


Section 1009 of the National Defense Education Act authorizes grants to States 
of up to $50,000 each on a matching basis, to assist the States to improve and 
strengthen the adequacy and reliability of educational statistics. These improve- 
ments will facilitate the collection of uniform National information on condition 
and progress of education in all States. The need for more adequate and reliable 
data has been underscored time and again by Office and other studies of National 
scope. 

is amount of $400,000 is available in the initial appropriation, and we are 
requesting an additional amount of $600,000, to provide a total of $1 million for 
this purpose in the fiscal year 1959. During this initial year, this program is 
stimulating a majority of the States to evaluate their existing statistical services 
and to develop and initiate new programs for improvement of statistical services 
in line with the purposes of the act. Already 30 State plans are under review and 
26 have been approved. 

This completes the formal statement covering these requests and we shall be 
pleased to answer such questions as the committee may wish to ask. 


Title II. —Student loans 





Fiscal year | Funds avail- |Supplemental| Total funds 








1959 author- able, estimate, to be 
ization, $6,000,000 $25,000,000 available, 
$47,500,000 $31,000,000 
Contributions to loan funds--.-_..........----.-.-. $47, 500, 000 $6, 000, 000 $24, 500, 000 $30, 500, 000 
to educational institutions.............-.. a, :. . iieesigieanahatedans) 500, 000 500, 000 
4 Not to exceed $25,000,000 as necessary. 
AUTHORIZATION 


The law authorizes $47,500,000 for 1959, for payments to institutions of higher 
education for Federal capital contributions to assist in the establishment of funds 
to provide for long-term low-interest loans to students. Institutions must 
contribute one-ninth of Federal contribution. Loans are authorized to help 
finance the institutions’ share. 
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STATUS OF ACTION 


Requests received: 1,227 institutions requested $62 million. 
Requests approved: $6_million available distributed to 1,227 institutions. 


ENACTED FUNDS 


Six million dollars available provided less than one-tenth of funds requested by 
institutions. 
REQUESTED FUNDS 


Twenty-five million dollars requested in supplemental estimate will provide q 
total of about 50 percent of funds requested by institutions. 


Title III—Grants and loans for improvement of science, mathematics, and foreign 
language instruction 








Fiscal year Funds Supple- Total funds 
1959 author- | available, mental to be avail- 
$19,000,000 estimate, able, 
$37,000,000 $56,000,000 
$16, 720,000 | $32,560,000 | $49, 280, 000 
2, 280, 000 4, 440, 000 6, 720, 000 
Bp OPA Ni Swcenencanace 1, 350,000 








AUTHORIZATION 


Seventy million dollars authorized for grants to States, on a matching basis, 
and for loans to nonprofit private schools; for acquisition of equipment, and for 
minor remodeling of laboratory and other space, suitable for use in providing 
education in science, mathematics, or modern foreign language instruction in 
elementary and secondary schoois. (Funds for grants for equipment remain 
available for 2 years.) Five million dollars authorized (unmatched for 1959) for 
grants to States for supervisory or related services, and administration of State 
plan. 

STATUS OF ACTION 


Requests received: 43 States have estimated needs for grants for equipment 
and for supervisory services, totaling $52 million; 185 private schools have sub- 
mitted requests for $2.4 million for loans for equipment. 

Requests approved: 38 State plans have been filed for grants for equipment 
and for supervisory services, and 25 plans have been approved. 

Review and analyses of requests for loans to private schools are now in process. 


ENACTED FUNDS 


Will provide about one-third of amount requested for grants. Requests for 
loans exceed amount available by $0.12 million. 


REQUESTED FUNDS 


It is estimated that supplemental funds requested will meet anticipated require- 
ments for. grants to States, and loans to nonprofit private schools. 


Title 1V—National defense fellowships 


Pinel year 1960 authorization. 2.225 20 sues i a---.- 62-225... -- $5, 300, 000 
ee eo cece bse Oud sews Saedicld 800, 000 
rE MnO. 2 oS Sl a el eee 4, 500, 000 

Tove: tants to be available >. 2) otk Sac te bo cee ecue 5, 300, 000 


AUTHORIZATION 


One thousand fellowship awards are authorized in 1959 (for not to exceed 3 
years), for study in new or expanded graduate programs in institutions of higher 
education approved by the Commissioner; fellowships stipends are paid in the 
amount of $2,000 for the first year plus $400 for each dependent, and not to exceed 
- $2,500 per academic year is paid to institutions at which fellows are enrolled. 
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STATUS OF ACTION 


Requests received: Fellowship applications totaling 6,000 were received from 
169 institutions, which proposed 1,040 new programs. 
Requests approved: 150 fellowships approved in 48 institutions, establishing 
48 new programs. 
ENACTED FUNDS 


One hundred and fifty fellowship awards and payments to institutions can be 
fnanced with current funds. 
REQUESTED FUNDS 


With supplemental funds requested the Commissioner will be able to approve 
an additional 850 fellowships which will bring the total to 1,000, the number 
authorized for the first year, in 86 other institutions and in 39 of the original 
participating institutions. Fellowships authorized but not awarded this year 
cannot be regained. 


Title V, pt. A—Grants to States for guidance, counseling, and testing 


Deen teoe euthorigntion..............02 0.2.2... 52. ee $15, 000, 000 

i eka a anaes wanda eens Sakae aaa cnn awe mane 5, 400, 000 

COND ss nnn nen mcwnnetatnsruetienes weSeeLe 2, 000, 000 

a oh ch ded si eaten Widnes: nin santero oom 7, 400, 000 
AUTHORIZATIONS 


Grants are made to States, on a matching basis beginning in 1960, to assist 
educational agencies in establishing and maintaining programs of testing, guid- 
ance, and counseling in public secondary schools. 


STATUS OF ACTION 


Requests received: Forty-seven States, the District of Columbia, Alaska, 
Hawaii, Guam, Puerto Rico, and the Virgin Islands, have estimated that their 
requirements total $11.573 million. 

Requests approved: Forty-one State plans have been received, and 34 have been 
approved. Payments have been made totaling $2,286,699. 


ENACTED FUNDS 


Funds now available will provide less than half the requirements of the States. 


REQUESTED FUNDS 


Supplemental funds are needed to provide additional payments to States for 
initiation of the program, more in keeping with estimated requirements as 
submitted. 

Title V, pt. B—Counseling and guidance institutes 


a a ee, ee ae a eee $6, 250, 000 

ca a to 9 hc geckos ni nin te Aes nh 2, 000, 000 

i ithaca lia bites eh Sn dt ne nt o's nino 1, 000, 000 

I UG DO MBOURING 6 5k oo occ sk ok wide Weeg henson 3, 000, 000 
AUTHORIZATION 


The Commissioner is authorized to arrange for contracts with institutions of 
higher education for the operation by them of short-term and regular session 
institutes to provide training to improve the qualifications of guidance personnel 
or teachers preparing to engage in counseling and guidance in secondary schools. 
Stipends are paid to those in attendance. 


STATUS OF ACTION 


Requests received: About 300 institutions have advised that they want to 
participate in this program. 

Requests approved: Preliminary agreements have been made with 50 institu- 
tions of higher education for the operation of institutes this summer. 


38932—59——21 
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ENACTED FUNDS 


Funds now available will provide for the approval of 50 short-term institutes, 
and to pay stipends to those in attendance (approximately 2,000). 


REQUESTED FUNDS 


Supplemental funds requested will enable the Commissioner to approve from 


12 to 15 additional short-term institutes, to provide training for an additiona] 
500 to 600 trainees. 


Title VI—Language development 








Fiscal year Funds Suprlemental) Total funds 
1959 authori-| available, estimate, to be 
zation, $800,000 $4,200,000 availa’ le, 
$15,250,000 $5,000,000 
I CIE iin gettin neichictientrnitn nese 1 8, 000, 000 375, 000 625, 009 1, 000, 000 
Institutes for language teachers_............---- 7, 250, 000 400, 000 1, 100. 000 1, 590, 000 
React crnicetiicesiisiceenantidsnminmpacawineinntl (}) 25, 000 2, 475, 000 2, 500, 000 





1 Authorization for training centers and research. 


AUTHORIZATION 


The Commissioner is authorized to contract with institutions of higher educa- 
tion for 50 percent of the cost of the operation by them of centers for teaching 
modern foreign languages and related subjects, for which adequate instruction ig 
not available. Stipends are paid to those in attendance. 

The Commissioner is authorized, directly or by contract, to make studies and 
surveys to determine need for improved instruction in modern foreign languages, 
to conduct research on more effective teaching methods, and to develop specialized 
materials for use in such training, or in training teachers of such languages. 

The Commissioner is authorized to contract with institutions of higher educa- 
tion for the operation by them. of short term or regular session institutes for ad- 
vanced training for those engaged in, or preparing to engage in, teaching or super- 
vising or training teachers of modern foreign languages in elementary and second- 
ary schools. Stipends at the rate of $75 per week, plus $15 per week for each 
dependent, are paid to those in attendance. 


STATUS OF ACTION 


Requests received: About 70 institutions have indicated an interest in the 
language center program; 270 applications were received requesting funds for 
summer institutes. 

Requests approved: Plans are now well advanced for the establishment of 
about six centers, which will operate throughout the academic year and will 
teach certain of the six languages which have been determined to be most needed 
at this time. 

Four institutes have been authorized ard will operate this summer. 


ENACTED FUNDS 


About six language centers will be authorized with available funds. 

Four summer institutes will be financed, including stipends for about 400 
teachers. 

Ore research contract was awarded, and as a result of this study six languages 
have been determinei to be most needed—Arabic, Chinese, Hindustani, Japa- 
nese, Portuguese, and Russian. 


REQUESTED FUNDS 


Costs of language centers and institutes will vary, as well as the number of 
trairees participating in each such center or institute. It is anticipated that the 
suppler ental funcs requested will provice for the following: 

About six additional language centers. 

Six or eight summer institutes to serve an additional 60 teachers, and four 
regular session institutes to train about 125 new language teachers. 
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Development of materials, such as dictionaries, teaching methods and mate- 
rials, and auxiliary instructional aids to be used with n echanical ard electronic 
devices; development of basic instructional material for teaching in elementary 
and secondary schools, etc. 


Title VII—New educational media 





Fiscal year 1959 authorization........................--.---.-.-- $3, 000, 000 

I in aca co cic toate wenn sala atietnen itn et Ranma e ogee 500, 000 

Supplemental estimate. -................---------------------- 1, 000, OVO 

"Total finda to be avalliahie..« ~~ « «sc osedncvonnchtusnnn* 1, 500, 000 
AUTHORIZATION 


The Commissioner, with approval-of the Advisory Committee, (a) may make 
ts-in-aid, or contracts for research and experimentation in more euec.ive 
utilization of television, radio, motion pictures, and related media for educacional 
urposes; and (b) provide program of dissemination on new educational media. 
No matching is required. 
STATUS OF ACTION 


Requests received: As of February 1, 1959, 205 proposals had been received 
from institutions and agencies, of which 89 were found to have high research 
value. The total cost of the proposals approximated $20 milion, of which $14 
million would have been applicable to fiscal years 1959 and 1960. Since Febru- 
ary 1, 32 new proposals have been received for consideration at next meeting of 
Advisory Committee in May. 

Requests approved: 15 high priority research proposals have been approved, 
and are in process of negotiation. Five contracts are in process of negotiation 
in connection with a program of dissemination. 


ENACTED FUNDS 


With available funds, 15 high priority research grants can be made, and 5 
contracts negotiated for dissemination program. 


REQUESTED FUNDS 


Supplemental funds will permit negotiation of 20 research grants, which have 
been approved by the Advisory Committee, and 6 contracts for dissemination 
of information. 

Title X—Grants to States for statistical services 


ne voor 1050 anbhorinetiee....... 3.43 nono ope wdesenscccadeoce (4) 

oe ie icra the aarinin ered aban imac meee enheeeeni ene $400, 000 
IRNEES GURNGUD. QW. wntamemeccopeneracapuspeneecnoneaceens 600, 000 
ND IN oo ies cach caine ne en ewe ni Oa weber wiees 1, 000, 000 


1 Up to $50,000 for each State. 


AUTHORIZATION 


Grants are made for one-half the cost of expanded programs to assist States 
to improve State and local educational statistics, and the methods and techniques 
for collecting, processing, and disseminating educational data. 


STATUS OF ACTION 
Requests received: 31 States have filed plans. 


Requests approved: 26 State plans have been approved, and payments have 
been made to 8 States totaling $156,311. 


ENACTED FUNDS 


The 26 State plans which have been approved call for a total of $468,000, 
$68,000 more than is now available for this purpose. 
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REQUESTED FUNDS 


Supplemental funds are needed to pay requests which are now on file and 
anticipated. The act authorizes up to $50,000 in Federal matching funds under 
each approved State plan. As State programs are developed and State matching 
funds become available, further requests for Federal funds are anticipated. 


PayYMENTs To ScHoo. Districts 
OFFICE OF EDUCATION 


Senator Hitt. There is included in this bill, H.R. 5916, an item for 
$20 million for payments to school districts, inserted by the House 
without a budget estimate from the executive department. A state- 
ment by the Commissioner of Education will be inserted in our hear- 
ings on the subject. 

(The statement referred to follows:) 


STATEMENT BY COMMISSIONER OF EDUCATION 


The program of Federal financial assistance for the operation of schools in 
federally affected areas, Public Law 874, was extended late in the last session by 
the 85th Congress through fiscal year 1961, with certain amendments. A supple- 
mental budget request for $149,700,000 was submitted to the Congress which 
was estimated to provide full entitlements to eligible school districts under the 
law for fiscal year 1959. 

The Congress appropriated $130 million for this purpose which provided pay- 
ments to eligible school districts to be made at 85 percent of entitlement. The 
costs of schools operated on Federal bases for children of parents who live on 
Federal property are being paid in full as provided by law. 


EFFECT OF HOUSE ACTION 


The House has included in the second supplemental appropriation bill, 1959, 
an allowance of $20 million for this activity. This allowance will provide for 
100 percent of entitlement for 3,800 applications estimated to be received by the 
March 31, 1959, cutoff date. The amount provided by the House is the estimated 
requirement for this purpose on the basis of the latest information available as 
to the number of school districts eligible to participate and the number of appli- 
cations received by the cutoff date. 


ASSISTANCE FOR ScHOOL CONSTRUCTION 
OFFICE OF EDUCATION 


Senator Hitu. The bill contains an allowance of $24,600,000 for 
assistance for school construction inserted by the House of Repre- 
sentatives without a budget estimate from the executive branch. 

This allowance will provide sufficient funds to pay all anticipated 
entitlements under the law in this fiscal year. We will insert in the 
hearings a statement submitted by the Commissioner of Education. 

(The statement referred to follows: ) 


STATEMENT RY COMMISSIONER OF EDUCATION 


The program of Federal assistance for school construction in federally impacted 
areas, Public Law 815, was amended and extended late in the last session by the 
85th Congress. A supplemental budget request for $60,150,000 was submitted 
to the Congress to provide estimated total requirements for fiscal year 1959. 
The Congress approvriated $50 million for this purpose which provided for the 
highest priority construction projects. 
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EFFECT OF HOUSE ACTION 


The House has included in the second supplemental appropriation bill, 1959, 
an allowance of $24,600,000 for this activity. This allowance will provide for the 
approval of all eligible applications for assistance for school construction to be 
received by June 30, 1959. It is estimated that an additional 283 school con- 
struction projects, of which 183 are currently on hand and the remaining 100 are 
estimated to be received, will be approved with the supplemental funds. This 
will permit needed school facilities to be put under contract for construction and 
be ready for occupancy some 6 to 12 months earlier than anticipated with present 
funds available. 


OFFICE OF EDUCATION 
SALARIES AND EXPENSES 


Senator Hii. We had a supplemental estimate in the amount of 
$1,067,000 for salaries and expenses, Office of Education, including 
$517,000 for increased pay costs, and $550,000 for additional positions 
and necessary expenses to administer the National Defense Education 
Act. The House allowed $841,000, a reduction of $226,000. 

All of the funds requested for increased pay costs were allowed, and 
$324,000 for the administrative costs to administer the new act. The 
Secretary of the Department informed the committee by letter, which 
was earlier incorporated in these hearings, that no appeal was being 
made for restoration of the House cut. 

We will insert in our record the statement of the Commissioner of 
Education outlining the need for the total funds sought and a later 
statement on the effect of the House action. 

(The material referred to follows:) 


Program and financing 











Presently Revised Increase 
available estimate 
by activities: 
1. Statistics and research: 
i) nadssi ni naacebabwiden conchinewddednes $1, 108, 985 $1, 131, 615 $22, 630 
(b) Cooperative agreements. ----..-.--...---.----- 2, 700, 000 9,700,000 4.5. ......:.3. 
2. Administration of school assistance in federally affected 
ete Peter een eer ac coon eee cecrs 1, 175, 675 Piet 
3. Vocational education... 743, 610 768, 010 24, 400 
4. Higher education... --- 878, 030 1, 062, 030 184, 000 
5. International education ; 306, 050 UE Eas, anu dno 
6. State and local school systems...-....-......-----.----- 1, 499, 765 1, 731, 335 231, 570 
7. Program direction and services--------.---------------- 891, 385 , 785 ; 
8. 1959 program obligated in 1958_..........-.-.-..-------- —16, 444 =O OG Aegean 
Supplemental required for pay increases. -.---.--...-.-..---- SIE NEE biceavebbanes sdecen 517, 000 
NG ss cocon Lihbdaho ube dastsusiducsdbisue 8, 770, 056 9, 837, 056 1, 067, 000 
Financing: 1959 appropriation available in 1958. .........----- 16, p MBO Seis canada 
pent Ooleationnl guthority.......:.-...-2.......<.-.....- 8, 786, 500 9, 853, 500 1, 067, 000 
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Object classification 




























Presently Revised Increase 
available estimate 
Total number of permanent positions_-_..........-...--.---.-- 803 931 128 
Full-time equivalent of all other-positions.-_......--.----.------ 5 7 2 
Averave number of all-employees-.----...-.-.----- eaiaiiai a iniaiattisald 700 747 40 
Number of employees at end of year. .-.........--..---..----- 803 931 128 
01 Personal services: 
eb ememmneoel $5, 056, 490 $5, 321, 270 $264, 780 
Positions other than permanent-_--......--....----- ie 40, 550 63, 450 22, 900 
eT RR ONNWNNNN. 5 oot dat cnpenencsccnconenncen 32, 725 36, 400 3, 675 
Total personal services.--__-- ebieaeaeyapeeieonkion 5, 129, 765 5, 421, 120 291, 355 
I eee ena Ee FEIN ee See 394, 150 496, 350 102; 200 
03 Transportation of thines =" 6 295 14, 820 8, 525 
04 Communication services 92, 685 102, 535 9, 850 
ek 9 ee aes sooeaias ener ; 6, 100 6, 100 
EN a ae 353, 990 374. 685 20, 695 
ee  .. nemimasnbaccomaccweee 148, 675 165, 250 16, 575 
Cooperative research agreements_.__--........-------- 2, 700, 000 2,700, O00 f..~. 5.35 
ee 5 kh nna esswbacncceces 48, 090 50, 755 2, 665 
ee ee i ee ee eeae 90, 461 164, 461 74, 000 
11 Grants, subsidies, and contributions. --.-.---- 317, 785 335, 240 17, 455 
Ry Re RO SIONS eco ce cnnecsceccun = 5, 160 5, 740 
Supplemental required for pay increases. --..--. EE ENO | ad wen an dinienicks 517,000 
EIEN Sates paste cn isdasc ace ckew nenct 8, 770, 056 9, 837, 056 1, 067, 000 





STATEMENT BY COMMISSIONER OF EDUCATION 


Mr. Chairman and members of the committee, I wish to present to you our 
estimate of supplemental needs for the current fiscal vear in order to administer 
the National Defense Education Act, and to provide for the increased pay costs 
which were not included in our appropriations for fiscal year 1959. 

The National Defense Education Act was enacted in September and the Con- 
gress authorized an interim appropriation of $750,000 to begin this new program 
until the Congress had an opportunity to examine program requirements in full. 

The request for supplemental funds which was submitted to the Congress 
when the new program was under consideration last August contemplated the 
approrriation of some $2.1 million to enable the Office of Education to establish 
approximately 285 positions in fiscal year 1959. By that time both the House 
and Senate Appropriations Committees had concluded regular hearings on the 
various pending appropriation ‘bills and .therefere the -committee had no ovpor- 
tunity to conduct a*formal hearing on this request. Nevertheless, the action of 
the Congress-in making available-on-an-interim basis the limited sum of $750,000 
has indeed proved to be-highly fortunate and essential. If this had not happened 
the Office of Education would have been totally unprepared to take on the addi- 
tional duties involved in these new programs. 

Since the program permitted by the interim appropriation was considerably 
less than that requested by the President, the Office was faced with the difficult 
task of deciding how to make the most effective use of the funds that were pro- 
vided. Inasmuch as the act provides some 11 separate program activities to 
be rerformed by the Office of Education, it was obvious that the Office had to 
assign the new funds judiciously to assure that each activity could be initiated 
successf"lly. In order to obtain the maximum use of these funds a planned 
schedule for the gradual filling of new positions was devised to enable the Office 
to establish a maximum of 150 new positions to be filled at various dates through- 
out the fiscal year. New functions were merged with existing units to the extent 
possible in order to avoid unnecessary creation of new administrative super- 
structure. 

However, these new positions when allocated to the various organizational 
components which had been assigned responsibility resulted in many serious 
deficiencies. For example, not a single position could be established in the field 
service to carry on work locally with institutions and States affected by the new 
programs despite the obvious fact that these agencies cannot be effectively serv- 
iced out of Washington. However, to have used our limited funds for establish- 
ment of field positions immediately would have prevented the Office from staffing 
the headquarters units with sorely needed professional personnel to do the initial 
planning and development job that had to be done to get the programs started. 
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It is now obvious that continued reliance on services out of Washington to pro- 
gram pr icipants in the field would be ineffective and for that reason the current 
request p-ovides for regional office positions along with other staff needs. 

Now t.iat we are emerging from the initial planning phase and are preparing 
to enter the phase of full program operation, it is imperative that the staff of 
the Office be increased without delay to enable us to assume our responsibilities 
fully and effectively. The budget proposal before the committee provides funds 
needed to authorize immediately 128 new positions in the current fiscal year. 
These positions together with those already authorized would combine to provide 
278 positions to administer the new programs as compared with thé 285 positions 
originally requested last year. While the number of positions recuested is 
approximately the same as those proposed to the Congress last August, it is to 
be noted that the program enacted by the Congress provides for activities which 
were not contemplated when last year’s budget was prepared. For example, 
the act calls for area vocational programs in the States under title VIII which 
had not been budgeted by the Office; also, a program of loans for the purchase 
of science equipment by nonprofit private schools, which was added to the act, 
was not contemplated by the administration bill; and in addition several other 
titles provided in the final legislation involve substantially larger programs than 
that anticipated by the administration when the budget was prepared last August. 
On the other hand, the scholarship program provided by the administration bill 
was not included in the final act passed by the Congress. Nevertheless, the net 
result of the congressional authorization was to provide for a total program 
which places greater administrative responsibilities on the Office of Education 
ooenet been contemplated in our original budget proposals approved by the 
President. 

Thus, I trust that the committee will give favorable consideration to this 
request for additional funds so that our activities can be continued and strength- 
ened as required for effective operation of the National Defense Education Act. 
Otherwise it is clear to us in the Office of Education that the very substantial 
sums of money to be appropriated under this program will not be subject to 
proper management to reach the goals eloquently expressed in the declaration of 
policy embodied in title I of the act. 

Also, I must emphasize that the interest, enthusiasm, and readiness of educa- 
tional agencies and institutions to participate in these new programs have been 
most encouraging and even overwhelming. We have found that we have under- 
estimated the degree of interest and extent of participation this first year. For 
example, we have twice as many institutions sharing in the student loan program 
as we had anticipated and applications for institutes, research grants, and other 
activities are far in excess of our anticipation. State educational agencies have 
oom upon us requests for services to help develop and implement Federal- 

tate programs that we are unable to provide. 

The supplemental estimate which was submitted for the Office of Education 
totaled $1,067,000. Of this amount, $517,000 was requested to meet increased 
pay costs under Public Law 85-462, and $550,000 was requested to provide 128 
positions and other expenses needed to administer the expanding programs 
authorized by the National Defense Education Act. This estimate was based 
on the assumption that supplemental funds would become available by March 15. 

It is now apparent that the supplemental funds will become available much 
later than was originally anticipated. Thus, the employment of additional 
staff that is so urgently needed, and other activities contemplated, must be 
deferred. It will be necessary to reschedule the filling of positions during May 
and June, and to curtail other expenses. Because of these unavoidable delays, 
however, the administrative operations will not achieve the same scope as had 
been forecast in our supplemental estimate. 

The House allowance of $841,000 for this appropriation represents a reduction 
of $226,000 from the total amount requested. 

Although the reduction is substantial, by rescheduling our plans we believe that 
we can approach our original objectives by the end of the fiscal year. We will 
certainly make an effort to do so. Therefore, the Office does not appeal for the 
restoration of funds disallowed by the House. 

Various programs authorized by the National Defense Education Act are 
described below under the headings of the existing major activities as set forth in 
the “Salaries and expenses’ appropriation. ‘These descriptions note, first, the 
budget plans which were included in the original supplemental estimate; and, 
second, the revisions required in these plans as a consequence of the allowance 
made by the House of Representatives. 
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1. STATISTICS AND RESEARCH 


An educational media branch has been established to administer title VII of the 
National Defense Education Act which authorizes a program of grants and ¢op. 
tracts for research and experimentation in more effective utilization of television 
radio, motion pictures, and related media far educational purposes. Considerable 
progress has been made in initiating this program. An advisory committee hag 
been appointed and met in December and approved a statement of policies anq 
procedures. As of February 1, 205 applications had been received. The stag | 
reviewed and analyzed these proposals and they were considered by the advisory 
committee in March. Negotiation of contracts and grants for some approved 
proposals are proceeding; negotiation of additional approved projects hinge upon | 
the appropriation of the supplemental program funds that have been requested 
for this purpose. Other contracts are now being negotiated to secure information | 
which will form a basis for implementing a dissemination program as authorized 
by the act. 

To administer this important and complex program an increase of $22,630 was | 
requested for the remainder of this year to provide three additional positions and | 
other essential expenses. On the basis of the House allowance the amount now 
provided for these purposes is $19,500. 


2. VOCATIONAL EDUCATION 


States are requesting assistance in establishing programs for training highly 
skilled technicians under title VIII of the act making provision for area vocational 
programs. This will require additional professional and secretarial staff. Speecifi- 
cally, the States want help on developing instructional materials, selection of 
equipment, and determining the national defense requirements for technicians in 
terms of numbers of different kinds needed and where they are needed. To pro- 
vide this assistance it will be necessary to hold conferences, contact industries 
and Government agencies, and make studies. 

As of March 23, 47 State plans had been approved and initial payments madeto | 
those States. 

An increase of $24,400 was requested to provide six additional positions and 
other expenses necessary for administration of this program. On the basis of the 
House allowance, $9,200 is provided for this activity. 


3. HIGHER EDUCATION 


The Division of Higher Education has responsibility for administering the four 
titles of the National Defense Education Act dealing with higher education. 
Early in the fall, meetings were held with eminent educators to obtain their 
advice and consultation in launching new programs. A series of 10 regional 
meetings were held to explain the objectives and operation of the program to 
over 4,000 representatives of the institutions. 

Rapid progress has been made with a minimum staff to place this program | 
into operation. Initial awards have been made to some 1,200 institutions for 
student loans. Initial awards have also been made on the 150 national defense | 
fellowships which can be financed from current funds. Four language institutes | 
which will train about 400 persons have been authorized and will operate this 
summer. Preliminary agreements have been made with 50 institutions of higher 
education for the operation of counseling and guidance institutes this summer. 

The initial broad development of policies and procedures which have been 
completed to date to launch the new program have been accomplished with 
a minimum staff. Full administrative operations of the new program will require 
a substantial increase in personnel to handle the heavy workload associated with 
the many transactions with the hundreds of colleges in the complex administration 
of the four titles of the act. This includes receipt and review of applications, the 
development of loan agreements, negotiation of many contracts for language 
institutes, language centers, and counseling and guidance training institutes, and | 
for language research ; development of program review and fiscal controls, prepara | 
tion of reporting systems, etc. 

A supplemental request was made for $184,000 to provide for 30 additional 
positions in headquarters and the establishment in the nine HEW regional offices 
of field representative positions to provide closer coordination with the institu- 
tions participating in the program; including funds for meetings of the two advisory 
councils to the Commissioner, language development and fellowships. The 
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amount now provided for these purposes is $126,300 on the basis of the House 
allowance. 

Additional funds for staff and expenses are imperative at this time to permit the 
orderly continuation of this program which has been so well advanced to this point. 


4. STATE AND LOCAL SCHOOL SYSTEMS 


Supplemental funds for fiscal year 1959 were requested in the amount of 
$231,570 for administration of grant and loan programs under titles III, V, and 
X of the National Defense Education Act. The programs being administered 
operate in the elementary and secondary school field and provide consultation 
and technical assistance as well as administration of grants and loans for the 
purpose of: strengthening instruction in science, mathematics, and modern foreign 
languages; establishing and maintaining guidance, counseling, and testing serv- 
ices; and improving State educational statistical services. 

Supplemental funds are requested primarily to provide 50 additional positions 
to an initial staff of 67 provided under the interim appropriation. These 50 
positions will be needed as these programs pass from the initial phase into one 
requiring nationwide collaboration with State educational ageacies, review and 
analysis of a growing number of State plan documents, processing of a large 
yolume of payment requests, development and operation of a program reporting 
system, and the development of a variety of educational materials designed to 
assist States in making optimum use of the grant and loan funds provided by 
Congress. The 55 State and Territorial agencies who are eligible to varticipate 
are in need of services and assistance to develop and implement effective programs. 

On the basis of the House allowance $116,200 is now provided for this activity. 


5. PROGRAM DIRECTION AND SERVICES 


During this fiscal vear the implementation of the National Defense Edueation 
Act will require the establishment of representatives in five regional offices to 
represent the Office of Education to provide overall field coordination and leader- 
ship, and assist in direct implementation of the act. These regional representa- 
tives will conduct liaison with State educational agencies to assure the adequacy 
of Office services and render special services as required. This staff is urgently 
needed at this time; $43,800 was requested to provide for 12 positions and other 
expenses necessary to initiate this program. An amount of 525,600 is now pro- 
vided on the basis of the House allowance. 

The new program functions assumed under the National Defense Education 
Act have added significantly to the workload of the central services of the Office 
of Education. A special responsibility imposed on the Commissioner is that 
provided in section 1001(d) which requires a study and appraisal of all Federal 
programs having an impact on institutions of higher learning. In order to facilitate 
and expedite the work of the Office, we budgeted $43,600 to provide for nine addi- 
tional positions and related expenses, in the several management areas such as 
personnel and organization services, fiscal management, general services, budget 
management, and publications services. The amount now becomes $27,200 based 
on the House allowance. 

6. INCREASED PAY COSTS 


An amount of $517,000 is required for increased pay act costs authorized by 
Public Law 85-462. The Office of Education is not in a position to absorb any 
portion of this cost by reason of the many complex responsibilities resulting 
from the enactment of the National Defense Education Act, and the need for 
additional staff. The interim appropriation for administration of this new act 
was not adequate to provide the staff required, and additional funds are requested, 
which precludes absorption of pay costs. 


Errect oF House AcTION 


NT ona Tene Nene s Tine e Aa $1, 067, 000 
nn ea ae ec gee ea Sa a eo 841, 000 
OI NNN ot a cee ween en womans 226, 000 


The Office of Education supplemental estimate of $1,067,000 included $517,000 
for increased pay costs authorized by Public Law 85-462, and $550,000 for 128 
additional positions and necessary expenses to administer the National Defense 
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ong Act. The House allowance of $841,000 represents a reduction of 
,000. 

The estimate of $1,067,000 was based on the assumption that funds would 
become available by March 15. It is now apparent that the supplemental funds 
will become available much later than was originally anticipated. Thus, the 
employment of additional staff that is so urgently needed, and other activities 
contemplated, must be deferred. It will be necessary to reschedule the filling of 
positions during May and June, and to curtail other expenses. Because of the 
unavoidable delays, however, the administrative operations will not achieve the 
same scope as had been forecast in our supplemental estimate. 

Although the reduction is substantial, by rescheduling our plans we believe 
that we can approach our original objectives by the end of the fiscal year. There- 
em the Office does not appeal for the restoration of funds disallowed by the 

ouse. 

For each activity involved in the supplemental estimate, the House allowance 
will provide for the same year-end employment as requested although the period 
of employment will be reduced together with other items of expense. 


ACTIVITY 1—-STATISTICS AND RESEARCH 


Our original estimate requested an increase of $22,630 to provide three addi- 
tional positions and other essential expenses for the remainder of this fiscal year 
to administer the educational media research program. 

The House allowance will provide $19,500 for this purpose. 


ACTIVITY 3—VOCATIONAL EDUCATION 


An increase of $24,400 was requested to provide six additional positions and 
other expenses necessary for administration of the area vocational educational 
program. 


On the basis of the House allowance, $9,200 is provided for this activity. 


ACTIVITY 4—HIGHER EDUCATION 


A eerie request was made for $184,000 to provide 30 additional posi- 
tions in headquarters, and 18 positions to staff the 9 HEW regional offices to 
provide closer coordination with the institutions participating in the program. 

The amount now provided for these purposes is $126,300, on the basis of the 
House allowance. 


ACTIVITY 6—STATE AND LOCAL SCHOOL SYSTEMS 


Supplemental funds were requested in the amount of $231,570 for administra- 
tion Of grant and loan programs und:r titles III, V, and X of the National Defense 
Education Act, to provide 50 additional positions which are essential as these 
programs pass from the initial phase into one requiring nationwide collaboration 
with State educational agencies. 

On the basis of the House allowance, $116,200 is now provided for this activity 
for these purposes. 


ACTIVITY 7—-PROGRAM DIRECTION AND SERVICES 


(a) Regional operations.—A supplemental estimate of $43,800 was requested 
to provide 12 positions and other expenses to initiate a program of regional oper- 
ations, establishing representatives in five regional offices to represent the Office 
and provide overall field coordination and leadership, and assist in direct imple- 
mentation of the National Defense Education Act. 

The House allowance will provide $25,600 for this purpose. 

(b) Other.—In order to facilitate an expedite the additional workload imposed 
on the central program direction and management services of the Office by the 
new program functions assumed under the National Defense Education Act, 
$43,600 was budgeted to provide nine additional positions and related expenses. 

On the basis of the House allowance, $27,200 is provided for these purposes. 
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PUBLIC HEALTH SERVICE 
ASSISTANCE TO STaTEs, GENERAL 


Senator Hitt. We had a supplemental estimate for $800,000 for 
“Assistance to States, general’ of which $500,000 was sought to 
increase and strengthen the training of professional public health 
personnel in accredited schools of public health, and $300,000 for 
the increased pay costs of civil service personnel. 

The House allowed $750,000, including the full amount sought, 
$300,000, for increased pay costs, and $450,000 for grants to schools 
of public health. The Secretary of the Department has advised the 
committee that no appeal was being made for restoration of this 
$50,000. 

We will insert in the hearings the full statement of the Chief of 
the Bureau of State Services, Public Health Service, in comment 
upon the need for these funds and the effect of the House action. 

(The material referred to follows:) 


STATEMENT BY CHIEF, BUREAU oF STaTE SERVICES ON ASSISTANCE TO STATEs, 
GENERAL 


Mr. Chairman and members of the committee, this supplemental appropriation 
request is for $800,000 of which $500,000 is to be used to increase and strengthen 
the training of professional public health personnel in accredited schools of public 
health and $300,000 is for the increased pay costs of civil service personnel. 

Public Law 85-544, enacted near the end of the last session of Congress, estab- 
lished the training program and authorized the appropriation of not to exceed 
$1 million for each of the fiscal years 1959 and 1960 for making grants to the 
schools of public health for this purpose. 

There are in the United States 11 accredited schools of public health. Five 
of these schools are State-supportéd institutions’ (University- of North Carolina, 
University of Michigan, University’ of Minriesota, University of California, and 
University of Puerto Rico). The remaining six are private institutions (Harvard, 
Yale, Columbia, Johns. Hopkins, University of Pittsburgh, and.Tulane). These 
11 schools perform a regional, national, and even international public health train- 
ing service. For example, approximately 75 percent of the graduates of these 
schools are employed in geographical areas other than the State in which the school 
they attended is located. In addition, these schools train personnel primarily 
for employment in official and voluntary health agencies. Over 90 percent of 
the students graduating accept employment in governmental and voluntary 
health agencies. 

The training services provided by the schools of public health are, therefore, 
a vitally important national resource. They provide the postgraduate and spe- 
cialized public health training for physicians, engineers, health educators, bio- 
statisticians, and many of the nurses and other professional and technical 
personnel needed to staff the preventive health services conducted through State 
and local health departments, Federal health agencies, voluntary health organiza- 
tions, and international health programs. 

A group of public health administrators and training experts called together 
by the Surgeon General in a national conference on public health training last 
July concluded that a serious deficiency exists in the scope and volume of public 
health training. The conference found, for example, that there are over 2,500 
vacancies in professional categories in official public health agencies alone due to 
lack of trained personnel. In addition, the conference found that over 20,000 
professional personnel now employed in public-health agencies in the United States 


‘lack the formal graduate or specialized public-health training needed to provide 


for the people the most effective public-health protection. Beyond these evi- 
dences of current need for accelerating and strengthening public-health training 
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operations, there exist also the needs for expansion of training to meet the per- 
sonnel needs for future population increases, for new health programs, and for 
implementing future research discoveries. These factors highlight the importance 
of funds requested in this supplemental appropriation for increasing the capabil- 
ities of these 11 schools of public health to meet more adequately the public-health 
training needs of the Nation. 

More than two-thirds of the students attending the schools of public health are 
sponsored by Federal, State, local, and international government agencies. This 
sponsorship usually includes payment by these agencies of the students’ tuition 
and of a stipend for the students’ living expenses. The tuition paid to the schools 
covers only an average of 11 percent of the basic teaching costs of the schools, 
For the academic year 1957-58 the difference between tuition received and the 
teaching costs for Government-sponsored students is reported to have exceeded 
$3 million. In recognition of this factor, the legislation which authorizes the 
program of grants for training in schools of public health provides that in the 
allocation of appropriated funds to the schools, ‘“‘primary consideration’’ shall be 
given te the number of ‘federally sponsored’’ students attending each school. 

The funds requésted in this supplemental appropriation, even though available 
to the schools late in the fiscal year, will enable them to initiate programs for 
strengthening and improving their public health training services at the earliest 
possible date. This will, in addition, facilitate their completion of plans for maxi- 
mum operations in fiscal year 1960, for which year $1 million is included in the 
President’s budget. 

The schools have advised us that during fiscal year 1959 these funds will be 
used for such activities as— 

(1) Employment of new faculty in such fields as public health administra- 
tion, sanitary science, radiobiology, air pollution, and occupational health, 

(2) Purchase of additional laboratory and other teaching equipment. 

(3) Initiation of programs of short courses, seminars, and extension training 
for public health personnel of State and local health agencies. 

(4) Renovation of space for additional classrooms, laboratories, and offices, 

(5) Strengthening library facilities in the schools. 

Increased pay costs for civil service personnel were authorized in Public Law 
85-462, approved June 20, 1958. The request of $300,000 is required to meet 
these increased costs. This amount cannot be absorbed since it was necessary 
for this appropriation to absorb the increased pay costs for commissioned officer 
personnel. 

Moreover, funds are being obligated as planned in the apportionment, the 
apportionment having been approved on a deficiency basis. Because it is so late 
in the year, the programs financed from this appropriation cannot retrench suffi- 
ciently to absorb this cost by attrition of personnel. Faiture to obtain the full 
amount requested will require curtailment of operations in such vital programs 
as health of the aged and chronic disease and accident prevention. 


EFFECT OF HOUSE ACTION 


The reduction of $50,000 in funds requested for grants to schools of public 
health for fiscal year 1959 will result in an average reduction of approximately 
$4,500 in the allocation to each of the 11 schools. This will have the effect of 
reducing by 10 percent the expenditures they can make this year for strengthening 
and improving their public health training programs, particularly in the acquisi- 
tion of new teaching equipment and renovation of facilities for added classroom 
and laboratory space. 

I shall be glad to answer any questions you may have concerning these requests. 


LIMITATION ON SALARIES AND EXPENSES 


BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 


Senator Hitt. We had a supplemental estimate for ‘Salaries and 
expenses, Bureau of Old-Age and Survivors Insurance” in the amount 
of $34,401,000, of which $11,295,000 was required to pay the increased 
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pay costs and $23,106,000 to pay the administrative costs of the 1958 
amendments. 

The House allowed $32,090,000, including the full amount sought 
for increased pay costs, the full reduction of $2,311,000 being appli- 
cable to the amount requested for the 1958 amendments. The com- 
mittee has been advised by letter from the Secretary of the Department 
that no appeal is being made for restoration of this House cut. 

We will insert in the record the full statement of the Director of 
the Bureau of Old-Age and Survivors Insurance. 

(The material referred to follows:) 


STATEMENT BY DiREcTOR, BUREAU OF OLD-AGE AND Survivors INSURANCE 


Mr. Chairman and members of the committee, I am pleased to have this 
opportunity to appear before you to present our request for additional funds for 
fiscal year 1959. 

The Bureau is requesting $34,401,000 in supplemental funds—$11,295,000 of 
which is for the pay raise, and $23,106,000 for the 1958 amendments. The 
social security amendments of 1958 raised benefits for all persons on the rolls 
and made eligible for benefits many persons who previously were not eligible for 
benefits. This request is for only those funds necessary to process the extra 
claims that will be received and to make changes in the benefit rolls to convert 
monthly benefit amounts to the new scale of benefits, plus the cost of the pay 
increase given Federal employees. 


THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM 


The old-age and survivors insurance program was established by title II of 
the Social Security Act of 1935. Through a series of amendments to the act, 
the program now provides protection to workers comprising about 90 percent of 
the members of the total labor force and their families against the loss of earn- 
ings because of old-age disability and death. The program is financed by the 
contributions of employees, employers, and the self-employed which are deposited 
in the Federal old-age and survivors insurance trust fund and the Federal dis- 
ability insurance trust fund established by the Congress. Both benefit payments 
and the costs of administering the program come out of the trust funds. 

Administrative expenses are authorized each year by the Congress. Since 
such expenses are drawn from the trust funds the appropriation for administra- 
tion does not constitute a charge against the general fund of the Treasury. The 
workload the Bureau must handle is derived from the nature of the program 
as provided by statute. The volume of work received in any year is not subject 
to control. It is dictated by the level of employment, labor mobility, and birth, 
marriage, retirement, disability and death rates. 


RECENT LEGISLATIVE CHANGES IN THE PROGRAM 


In recent years several legislative changes have been made that have served 
to round out coverage under the program and to further improve it. Important 
among these changes were the addition of provisions for benefits to disabled indi- 
viduals. The changes other than the benefit increases made last year were 
primarily in the disability area. 

Starting in 1954 provision was made to protect the rights of disabled persons 
by freezing their earnings records. The object in doing so was to prevent a 
period of disability from causing total ineligibility for benefits or reduction in 
the benefit amounts to which such individuals would otherwise be entitled. In 
1956 a program providing for payment of monthly disability benefits to disabled 
persons between 50 and 65 years of age was enacted. The changes in 1958 pro- 
vided more equitable requirements for entitlement under the already established 
disability provisions in the law and under the old-age and survivors provisions; 
however, the greater impact of the changes was in the area of disability. In 


addition the amendments provided for the payment of benefits to dependents 
of disability beneficiaries. 
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THE 1958 AMENDMENTS TO THE SOCIAL SECURITY ACT 


The features of the 1958 amendments which cause additional workloads to be 
received in fiscal year 1959 are: 


Disability program 


. (a) Payment of monthly benefits to dependents of disabled workers: 170,000 
claims. 

Under previous law, dependents of disabled beneficiaries, unlike dependents of 
retired beneficiaries, were not eligible for dependents’ benefits. The 1958 amenda- 
ments made the dependents of disabled individuals eligible for benefits for the 
first time. About 24,000 claims are expected from disabled children over age 18 
who were dependent upon the beneficiaries. 

(b) Modification of eligibility requirements for the disability “freeze” anq 
monthly disability benefits: 215,000 claims. 

The 1958 amendments modified the work requirements for both monthly dis- 
ability benefits and the disability freeze so.as to make it easier for people whose 
disabilities have a gradual onset to qualify. Under the amended law, a worker 
is no longer required to have had six quarters of coverage out of the 13 calendar 
quarters before he became disabled. The requirement for a fully insured status 
(20 quarters of coverage out of the 40 calendar quarters before he became dis- 
abled) was retained in the amended law. This change made substantial numbers 
of disabled persons who could not meet the work requirements of the old law 
immediately eligible for benefits. The claims filed under this provision (as well 
as those for disabled children mentioned in (a) above and in the following para- 
graph) require a determination as to the existence of a disability as defined in 
the law and are about three times as costly as other types of claims. 


OLD-AGE AND SUVIVORS INSURANCE PROGRAM 


Changes in eligibility requirements for dependents and survivors benefits: 
181,000 claims. 

Over half of these claims are from dependent parents who may now qualify 
for benefits, even though a widow or child survives the deceased worker. Under 
the old law, the existence of a widow or child survivor was an automatic bar to 
payment of parents’ benefits. The other major group made eligible for benefits 
through changes in eligibility requirements, are dependent disahled-.children-over 
age 18. It is expected that 59,000 claims from these disabled children of retired 
or deceased workers will be filed in fiscal year 1959, by reason of the change in 
the law which provides that the same presumption of dependency shall apply in 
their case as applies in the case of children who are under age 18. 


INCREASE IN BENEFIT RATES 


The amounts of monthly benefits were increased about 7 percent for all bene- 
ficiaries beginning January 1959. We completed in January the very big job of 
changing the benefit amounts in the checks for 12.8 million persons on the benefit 
rolls to reflect the increase. .Checks in the new larger amounts were received by 
all beneficiaries in the first week of February. 


PLANS FOR HANDLING THE ADDED WORK 


Except for the benefit increase, the provisions of the 1958 amendments became 
effective the month of September 1958. Because the effective dates were early, 
there was a need to move promptly in tooling up to process the claims of these 
people, most of whom have no other adequate source of income. Immediately 
after enactment of the amendments, we were authorized to spend on a deficiency 
basis so that we could add and train staff. Although the estimated workloads 
stemming from the amendments supported an additional staff of over 4,000 em- 
ployees for a 9-month period, this request reflects the Bureau’s plans to hire 
about 3,000 additional employees. The remaining manpower needs will be made 
up by the use of overtime. This approach was taken partly because of inability 
to staff up fast enough to meet the estimated workloads, and partly by the need 
to tie in to staffing requirements for 1960. 

The House reduced the Bureau’s 1959 supplemental request of $34,401,000 
to $32,090,000, a decrease of $2,311,000. The reduction will necessitate some 
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scaling back of plans for the remainder of the year. 


333 


However, since appearing 


before the House committee, we have had the benefit of more current data as to 
workload trends and an opportunity to evaluate the current status of pending 
workloads, as well as our best estimates of the work to be received. Most recent 
information available to us indicates that without significantly impairing oper- 
ations, we will be able, through a reduction in overtime, to live within the House 


allowance. 
Program and financing 





1959 presently| 1959 revised 




















1959 increase 














available estimate 
Program by activities: 
1, Maintenance of earnings accounts-------- Sotehea ianae recital ea $23, 796, 857 | $23,706,857 |.............. 
i TIDE ARN aos cman bencdedeinunumennic 56, 423, 867 64, 644, 092 $8, 220, 225 
3. Maintenance of OASI beneficiary rolls. ....--.--.-.---- 25, 580, 235 27, 585, 376 2, 005, 141 
4. Processing disability claims and maintaining bene- 
INNS eaten na on occaneacser case rons nasa s 23, 561, 234 34, 850, 298 11, 289, 064 
a eennnens RR MING 16 Oo oo ic ones cbse ccvecacenswcoosd 3, 622, 998 4, 084, 261 461, 263 
a ON Sonia ene ap inim snihelnenicie hala hoe dais 118, 600 | RIG, OOO facckcsus.ci.s. 
as cn are ociemmcnnnaion asim eine eobet 17, 322,209 | 18, 452, 516 1, 130, 307 
8. 1959 program obligated in 1958_...--..----------...----- —607, 311 SIC ORIE? © se cvtneiva Manatees 
Supplemental required for pay increases_--...-....--..-.-- 5G 00 loco 11, 295, 000 
I, onto ls nak tccekunesieasenbmeswudweres 128, 523,689 | 172, 924, 689 34, 401, 000 
Financing: 1959 appropriation available in 1958__......-.----- 607, 311 OU Wee toccenes eae 
Total of trust fund limitation... ....<.....c0-<s--<ce-0s- 139, 131,000 | 173, 532,000 34, 401, 000 
Total of trust fund limitation consists of: 
NIMID cnnaicncemsphdcndysrsdiecnusee ies ean 139, 131,000 | 139, 131,000 |.............. 
Proposed supplemental appropriation.........-.--...---..|-------------- 34, 401, 000 34, 401, 000 
ARIS (OGIRIIOE) 6 a ooo nike sows sae cenns 139, 131,000 | 173, 532, 000 34, 401, 000 
Object classification 
1959 1959 
presently revised 1959 increase 
available estimate 
Total number of permanent positions_-_--_-.-.....----.-------- 22, 557 25, 104 2, 547 
Full-time equivalent of all other positions... -.............---- 56 308 252 
Average number of all positions.............-....-----.------- 1 22,195 224,115 31,920 
Number of employees at end of year. .-..--.--.---.--------.-- 22,173 25, 334 3, 161 
—————_———————— 
01 Personal services: 
Sree NONI Ae on cad cnkaccnencashone $110, 571, 575 | $118, 378, 711 $7, 807, 136 
& Positions other than permanent--__--.....-.------.--- 272, 827 1, 218, 148 945, 321 
B Other payments for personal services_...--.--.-.----- 2, 687, 952 9, 334, 971 6, 647, 019 
"E ObOL DOTIOMAL MOC VIGOR es «os oe 0a 6s Shc eee 113, 532, 354 | 128, 931, 830 15, 399, 476 
comin aninannmbakeuks 2, 715, 578 3, 190, 303 474,725 
aan wesemnereatioss OF Cnings. .. 22... . 2. sck 2 ec... 533, 812 816, 747 282, 935 
04 Communication services_-_....----- saites hid deaeisst ee acta tpeaseibamices 2, 261, 665 2, 441, 320 179, 655 
eg” ee er a 10, 625, 538 11, 344, 263 718, 725 
06 Printing and reproduction------..-- 1, 446; 587 1, 712, 842 . 255 
07 Other contractual services --.- 979, 265 1, 078, 571 99, 
SY MII Sree 65 ce ee 8, 387, 040 12, 332, 014 3, 944, 974 
SEI OECD OUTED oo ins wee ene nnn nentcen-nnae eed 1, 248, 372 1, 427, 096 178, 724 
ECOL C225. 023.0. db ncaaceongnvctdcaceeas Satan een 874, 540 1, 924, 934 1, 050, 394 
11 Grants, subsidies, and contributions_--_--.....--.------.- 7, 199, 468 7, 676, 926 477, 458 
13 Refunds, awards, and indemnities___............-...--_.- 2,771 ye ee oe 
res OIE MUPROSTIOMIS. | oo... 8. cd ca nen enceboucccadden dene 11, 699 45, 072 33, 373 
Supplemental required for pay increase---.--.---...----------- er ENE Poise Stings ee di 11, 295, 000 
NIN osindiboananorwecencbeecannicestaunnces 138, 523,689 | 172,924, 689 34, 401, 000 





1 Excludes overtime equivalent of 262 man-years. 
2 Excludes overtime equivalent of 1,257 man-years, 
§ Excludes overtime equivalent of 995 man-years. 
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LIMITATION ON SALARIES AND EXPENSES, BUREAU OF OLD-AGE AND SURVIVORS 
INSURANCE (TRUST FUND) 


THE OLD-AGE, SURVIVORS AND DISABILITY INSURANCE PROGRAM 


The Bureau of Old-Age and Survivors Insurance administers the social insur- 
ance program provided by title II of the Social Security Act, as amended. The 
program provides protection in the form of monthly benefit payments to about 
90 percent of the total labor force and their families against the loss of earnings 
because of old age, disability (age 50 to 64), and death. Tax contributions from 
employers, employees, and the self-employed are deposited in the Federal old-age 
and survivors insurance and Federal disability insurance trust funds. All bene 
fit payments and administrative costs are financed from these trust funds. As 
a result, these payments do not affect the status of the general funds of the 
Treasury. 

The requirements for administrative costs are computed on the basis of the 
measurable workloads the Bureau expects to handle in any year. The volume 
of this work is not subject to control by the Bureau. Rather, it is derived from 
the nature of the program as provided in the statute and is influenced by such 
factors as level of employment, labor mobility, birth, marriage, death and dis- 
ability rates. Actuaries use these factors to develop workload estimates, which 
are then priced out on the basis of experienced unit costs to determine the Bu- 
reau’s budget requirements. 

The program has undergone a series of amendments in recent years (1950, 
1952, 1954, 1956, and 1958) which have significantly changed the scope of the 
program and its effect on the Nation’s economy. The 1958 amendments (Public 
Law 85-840) enacted August 28, 1958, represent another in this series of changes 
designed to improve the protection of the program against economic risks. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Bureau of Old-Age and Survivors Insurance is requesting supplemental 
funds amounting to $34,401,000 for fiscal year 1959. Part of the additional re 
quirements stem from the passage of the social security amendments of 1958. 
The Bureau will require $23,106,000 to finance the added work arising because 
of these amendments. A supplemental appropriation of $11,295,000 is needed 
to defray the personal services and related costs of the 1958 pay raise (Publi¢ 
Law 85-462). These funds raise the regular 1959 appropriation to take care of 
the pay raise. A detailed justification and explanation of the additional funds 
requested is given in the following sections. 


LimITATION ON ConstructTION, BurEAU or OLp-AGE AND SuRVIVoRS 
INSURANCE 


Senator Hrui. We had a supplemental estimate in the amount of 
$1,210,000, which together with certain unobligated balances in the 
basic appropriation would permit the construction of an additional 
building needed to house expanded activities of the Bureau. 

The House allowed the estimate in its entirety, and we will print 
the justifications at this point in the hearings for the information of 
the committee and of the Senate. ; 

(The material referred to follows :) 


JUSTIFICATION FOR A SUPPLEMENTAL APPROPRIATION FOR FISCAL YEAR 1959 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Funds requested for expenditure from the Federal old-age and survivors in- 
surance trust fund are needed to enlarge the Social Security Building now 
under construction in Baltimore County, Md. Because of a series of major 
amendments to the Social Security Act since 1953, when space requirements were 


formulated, the building now being built will be too small to house the Bureau's 
Baltimore operations. 
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{HE BASIS FOR DESIGN AND SPACE PROVIDED IN BUILDING NOW BEING CONSTRUCTED 


The design of the Social Security Building and the amount of space which 
was to be provided in it was predicated upon a space directive made in 1953. In 
preparing the directive, amounts of space needed were first computed on the basis 
of workloads which were current in 1953. To this was added an allowance for 
the normally expected increase in workloads from 1953 to 1963 and another 
allowance for new workloads which were expected to come from extensions of 
coverage then anticipated. From this figure was deducted a projected saving 
in space expected to be accomplished by 1963 through technological improve- 
ments. To the net useable space thus computed was added space for building 
custodial use, employee health services, a cafeteria and auditorium. The total 
thus computed was 917,159 square feet. A summary of the figures follows: 


Plus : Square feet 


Space required for present program and current workloads in 1953_ 811, 405 
Allowance for increase by 1963 (10 years) in workloads under pro- 





SaINONNE URSIN RR: UN 2 ee ee 83, 691 
Allowance for extensions of coverage insurance_____________-_____ 47, 063 
RI sts ss terete ok et a Sh Do son) . 942,159 

Less projected saving by 1963 as a result of technological improvements 25, 000 
monet enace poauined in 2008... 0 cE ee * 917, 159 

The employment in the Bureau in 1963 was projected at______________ 6, 566 


1A slight adjustment of the details in the space directive was made in 1955 without 
significantly changing the total figured. As now computed, the usable space in the new 
building is 926,518, the difference representing a normal missing of the mark in the design 
process. 


In computing the space allowances for increased workloads and for extensions 
of coverage and in estimating the employment in the Bureau in 1963, increases 
were projected only for direct operations. No provision was made for increases 
in general administrative staff, which provides guidance, leadership, and services 
to the operating staff directly engaged in processing workloads. The general 
administrative staff budgeted in 1953 was held at the same figure in calculating 
the total staff in 1963. The apparent reason for this was that in the light of 
the relatively small workload expansion which was then projected, no solid 
basis was provided for estimating an increase. 

Contemplating the possibility of a need for expansion after 1963, studies were 
made to determine how this could best be done. The sizing of structural mem- 
bers to permit later vertical expansion was ruled out because of cost and for 
other engineering reasons. It was decided, rather, to so size the heating, power, 
airconditioning equipment, etc., to permit an addition of three 25-foot bays 
extending the entire 625-foot length of the operations building on its east side. 
This would provide some more operating type of space, if needed. If more 
executive, general administrative space became needed, it was thought that it 
would be necessary to build a more or less self-contained wing next to the 10- 
story administration building and to the west of it. 


THE EXPERIENCE SINCE 1953 


Experience is proving that the allowance of 83,691 square feet to provide for 
increases by 1963 in the workload of the Division of Accounting Operations was 
substantially correct. 

The allowance of 47,063 square feet made to provide for expected extensions 
of coverage was predicated upon extending coverage to a number of groups of 
people totaling 10,775,000 persons. All of these groups have been covered. 
Another major group, the Armed Forces, has also been covered. Extensions of 
coverage have been made to over 13,500,000 people compared with the projection 
of 10,775,000 persons. 

Besides the extension of coverage to the Armed Forces, other workload creat- 
ing amendments to the Social Security Act, unprojected in the building planning, 
have been passed since 1953. Quite a number of changes in the initial and 
continuing eligibility requirements and in the benefit formula have been made 
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which have increased workloads, the complexity of processing, and have create 
a need for additional operating and policy staff. However, by far the most 
significant omission in the initial planning, one involving the major effect upon 
Baltimore operations, was for the disability program. 

In 1954, a disability freeze program was established to protect the OAST 
eligibility of disabled persons. In 1956, a program for payment of cash benefits 
to disabled persons aged 50 or over was inaugurated. In 1958, a liberalization 
of both the freeze and cash benefit programs was enacted. 

The inauguration of a disability program, as a part of the Federal social insyr- 
ance program brought the Bureau into a field of work almost wholly new to it. 
It is a program which requires pioneering in policymaking and adjudicatory 
techniques while involving a most significant degree of public sensitivity and 
reaction. This characterization cannot help but exist for a substantial time into 
the future. Further extensions and liberalizations by legislation are to be 
expected to create new problems and prolong the sensitivity. In this situation, 
it is essential that disability operations remain centralized in Baltimore for a 
long period of time. 

Soon after the institution of the program for payment of disability cash bene- 
fits it became evident that workflows, processing interrelationships, and the time 
taken for them needed to be adjusted in the interest of proper service to the 
public. To speed up initial payments it was necessary to establish a payment 
center in Baltimore to service disability claims. The payment center was placed 
in operation on September 1, 1958. 

The Social Security Amendments of 1958, liberalizing the disability eligibility 
requirements, had a major effect upon the staffing for the disability operations 
and the payment center serving them. Budgetary determinations just now 
available place the total need for this program to be about 1,700 persons in 
Baltimore. These employees, with the files and other equipment needed, require 
165,000 square feet of space, none of which was planned for in the 1953 space 
directive. 

In describing the basis for the design and space calculations for the 1953 
directive, it was stated that, because there was then no solid basis for estimating 
an increase in general administrative staff, no allowance for such an increase 
was made. Experience, itself, since 1953 now provides a determiantion for at 
least the increased general administrative staff now needed. 

In June 1953, the total population of the Bureau staff, both in Baltimore 
and the field was 13,833. The Bureau expects to end the fiscal year 1959 with 
25,334 employees, and fiscal year 1960 with 25,221 employees. This is almost 
double the employment in 1953. Servicing the larger number of Bureau em- 
ployees and the more complex program requires 600 more general administra- 
tive and technical personnel than were provided for in the building plans. 

Now, moving from the plus to the minus side of the problem, in 1953 the 
Bureau was operating, in its Division of Accounting Operations in Baltimore, 
with conventional card tabulating machinery. Many machines of each type 
were in use. Huge summary and other card files had to be maintained. The 
Bureau also had a large Flex-o-Line national index requiring a large area 
of space. 

Technological improvements were constantly being made over the years in 
the use of such equipment and otherwise many economies in operations cost 
and in space were effected. A saving of 25,000 square feet of space was pro- 
jected, therefore, to be achieved by 1963 in the space directive made in 1953. 

In about a year from now, the Division of Accounting Operations will have 
eliminated by far the greater amount of its conventional tabulating machinery. 
Since 1953 it has installed a first, then a second battery of electronic data 
processing machinery utilizing magnetic tape instead of cards. In about a year 
from now it will have a third battery in operation which will complete a tran- 
sition from tabulating machine operations back from the end point of opera- 
tions practically to the initial card punching operation. In addition, through 
the use of a microfilm record it will replace the national Flex-o-Line file with 
consequent money and space savings. 

In the 1953 space directive, provision was made for 727,274 square feet of 
space for the Division of Accounting Operations. It is now calculated that on 
January 1, 1960, about the date of occupancy of the building being constructed, 
it will need 614,913 square feet. This is a reduction of 112,361 square feet. 
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THE PRESENT SITUATION 


For some time it has been apparent that, upon completion of the building, 
there would be some shortage in the partitioned type of space designed for 
general administrative personnel. It was hoped that without too much of a 
sacrifice in efficiency, this could be adjusted by finding ways to use operating 
open space which might prove to be available for some of them. However, 
final figures on the amount of operating space needed could not be calculated 
yntil the planning for the third EDPM battery had reached a certain point 
of development and, in addition, the effects upon staffing and space require- 
ments of the 1958 amendments had been reduced to budgetary determination. 

These data have just now become available. Now, it is known that by Jan- 
uary 1, 1960, the approximate date of completion of the building, the Bureau 
will have 8,200 people to house in it rather than 6,500 which was the basis of 
the planning for it. 

Present calculations show an overall shortage of about 85,000 square feet of 
space. “ They also reveal a need for some more partitioned general administra- 
tive space and a need for an even greater amount of open operating-type space 
particularly for disability operations and the payment center serving that pro- 

m. 

Should no more space be made available in the new building, the Bureau is 
faced with several undesirable alternative operating plans. A questionable best 
of these leaves its disability operations and the payment center in downtown 
Baltimore, perhaps in the Paca-Pratt Building. These two units should remain 
together. This entails a separation of these units in their entirety from the 
rest of the Bureau which plays an intimate part in disability policymaking. Or it 
entails an internal separation of the Division of Disability Operations adversely 
affecting critically needed close supervision. In either event it separates those 
units from the operations of the Division of Accounting Operations which is 
also undesirable, because the earnings record: files of this Division are used 
in the processing of disability cases. 

Another expedient might be to splinter off some other operations and leave 
them in downtown Baltimore. <A study proves, however, that for any combi- 
ration of such units which may be selected, there are serious and costly con- 
sequences which would follow separation from the main body of the Bureau. 

A third alternative and perhaps the worst, is to double shift a large part of the 
operations. Double shifting with its 10-percent pay differential, is costly and 
would be much more difficult in the new location than it is in downtown Bal- 
timore. Double shifting involves an early starting hour for the first shift and 
a late closing hour for the second. A midnight closing hour would bring people 
downtown to transportation transfer points after transportation service had been 
severely curtailed. For these and many other reasons, the operations would 
suffer disruptions and would be more costly. 


THE DESIRABLE SOLUTION TO THE SPACE PROBLEM 


The computation of a shortage of 85,000 square feet of space in the building 
makes no allowance for future expansion. The computation is based upon the 
space needs on completian of present construction and the space afforded in 
the building when it is completed. 

The workloads of the Bureau’s operations in Baltimore will continue to grow 
with the growth in population and the country’s working force. Extensions and 
liberalizations in the disability and the regular program are probable over the 
years ahead. With the conversion of ADPM processing now being almost com- 
plete, it is not as likely that compensating savings in space can be made through 
technological advances in the near future. Quite obviously, if more space should 
be provided by construction, some space beyond present needs should be built. 

The construction of three additional 25-foot bays along the 625-foot eastern 
length of the operations building would provide an additional 114,000 net gross 
square feet of space. This would be enough in total to make up for the shortage 
but would provide an allowance of only about 3 percent for future expansion. 

There are a number of factors, however, which have a bearing upon the 
choice of this construction as the solution to the space problem. They are 
listed below : 

(1) Because of its location and nature, construction of the extension could 
not be started until after present construction is completed. Otherwise there 
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would be a serious delay in completion of the present construction and amend- 
ments to the existing contract would be necessary. Such amendments are aql- 
ways costly. 

(2) There would be some interference with operations if constructed after 
occupancy of the building now being constructed. 

(3) Since the extra space would be provided in portions on 3% floors adjacent 
to DAO operations, it would not be possible to escape costly shifting of opera- 
tions and facilities when the addition became available. This particularly 
because contiguous operating space is needed for the disability operations and 
the payment center serving it. 

(4) It cannot be properly designed to provide anything other than the open 
operating type of space, although it would be better to obtain some more parti- 
tionable general administrative space. 

(5) When the design for this extension was adopted, only 50 acres of land 
was available. Planned facilities on the west side dictated that an extension 
going the entire length of the building be on the east side. Since then, addi- 
tional land has been obtained to the west of the building. It has become 
preferable to expand to the west if a choice is available. 


Such a building (about 225 by 325 feet) would provide about 168,000 square — 


feet of usable space. That is about the amount needed for the disability opera- 
tions and the payment center. It would leave room for orderly expansion in 
the operations building now being constructed in an amount greater than would 
be obtained by constructing the extension on the east side. Construction could 
be begun as soon as architectural and engineering plans are completed. It 
eould be begun without interference with present construction. It would 
shorten considerably the time before the entire Bureau operations could be 
brought together. There would be no interference with operations and costly 
shifts in operations and facilities would be avoided. And by designing a row 
of general administrative office space in front of its northerly core it would 
provide ideal and needed additional partitioned general administrative space 
equivalent to about 114 floors of the 10-story administration building. 

The power, heating, air-conditioning facilities provided for an extension 
on the east side are fully adequate for and can be applied to serve this addition 
to the building. The facilities are, in fact, in most respects adequate to serve it 
and with a minimum of extra provision could serve the east extension as well 
if the future requires its construction. 

An estimate of the cost of the construction of the building made by the Public 
Buildings Administration is as follows: 


Construction (239,275 gross square feet) -._._--__-___-____-_____ $3, 810, 000 
aces adn Saanegilh piace mminn ter aie ateegiitetie pice recienm 100, 000 
Ne ltl nin easier 175, 000 
a 2 ni ediatenntiinl ber neta thine Mineiemaniets 55, 000 
Te is ania cement bhieneitemnahbuchinnknenubecat 205, 000 
Drawings and specifications, PBS supervision, and office and ad- 
a at oem sinners ecbieb oma nig bein estado aes 325, 000 
a I a alta aU hich ab dalam de meen ini 4, 670, 000 
FINANCING 


The appropriations made to date for construction establish a limit of cost of 
$31,080,000 with the proviso that the established limit of cost may be exceeded 
or shall be reduced by an amount equal to the percentage increase or decrease, 
if any, in construction costs generally dating from October 1, 1956, as determined 
by the Administrator, General Services Administration. Such a determination 
was made in October 1957 that costs had increased 4.33 percent by October 1, 
1957, which date shortly preceded the letting of the major construction contract 
for the building originally planned. But the escalation clause became inopera- 
tive when the contract was let for a sum less than the sums available. 

It is expected that the addition to the building now proposed, as well as the 
building originally planned and presently under construction can be constructed 
for $32,290,000. Because the proposed addition contemplates the construction 
of larger quarters than originally planned, a supplementary appropriation in the 
amount of $1,210,000 and a new limit of cost of $32,290,000 is requested for the 
construction of the office building as originally planned, including an addition 
thereto, and appurtenant facilities including the acquisition of land. 
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GRANTS TO STATES FoR Pusric AssIsTANCE 
BUREAU OF PUBLIC ASSISTANCE 


Senator Hitt. We had a supplemental estimate in the amount of 
$168,400,000 for “Grants to States for public assistance.” The House 
allowed $151,560,000, a reduction of $16,840,000 or 10 percent. 

The committee has been advised by the Secretary of the Department 
that no appeal is being made for restoration of the House cut. We 
will print the full statement of the Director of the Bureau of Public 
Assistance in justification of the estimate and in comment upon the 
effect of the House action. 

(The material referred to follows :) 


STATEMENT BY DIRECTOR, BUREAU OF PUBLIC ASSISTANCE 


The original request by the Department for a supplemental appropriation 
for grants to States for old-age assistance, aid to dependent children, aid to the 
blind, and aid to the permanently and totally disabled amounted to $168,400,000. 
The regular appropriation approved by the Congress for public assistance grants 
for fiscal year 1959 was $1,806,400,000. 

The need for the supplemental appropriation arises primarily because, subse- 
quent to the approval of the regular appropriation, the Congress enacted legis- 
lation that amended the substantive provisions of the Social Security Act gov- 
erning Federal financial participation in public assistance expenditures. These 
amendments, which became effective on October 1, 1958, changed the formulas 
set forth in the Social Security Act so as to increase the percentage of total ex- 
penditures to be met from Federal funds during the last 9 months of the fiscal 
year. It was estimated that the increased cost due to this change in the Fed- 
eral share of payments would amount to $125,500,000. 

The balance of the supplemental request, $42,900,000, was based on a revision 
in the estimated number of recipients of aid to dependent children. During the 
12 months ended with December 1958, the number of recipients increased at an 
average monthly rate of about 29,000 as compared with an estimated monthly 
increase of 6,100 projected in the regular 1959 appropriation request. The num- 
ber of recipients in December 1958 was 2,850,000 ; an average of 2,860,000 has been 
estimated for the fiscal year. 


EFFECT OF HOUSE ACTION 


The preparation of the supplemental estimate this year presented unusually 
difficult problems since it was necessary for us to estimate the total amount of 
Federal funds the States would claim for the fiscal year. This, in turn, de- 
pended, to a large degree, upon the dates that States placed into effect changes 
in assistance standards and payments as a result of the 1958 amendments. 
From the information that we have received from the States thus far, it now 
appears that our supplemental estimate was overstated. Grants for the first 
three quarters of the fiscal year totaled slightly over $1,449,500,000 and requests 
for funds for the fourth quarter approximate $506,660,000, making a total of 
$1,956,160,000. The regular appropriation plus the House allowance of $151,560,- 
000 provides $1,957,960,000 for the year. Thus, the total appropriation, based 
on the House allowance is $1,800,000 in excess of the States’ requests thus far 
for the year. Usually, however, supplemental requests are received each 
quarter. State supplemental requests received in the fourth quarter last year 
were about $3 million. Should the amount of the supplementals for the fourth 
quarter of 1959 be in approximately this same amount, we would use the special 
language authority contained in our annual appropriation bill to draw on 1960 
funds to make up the deficit. ; 

Attached to this opening statement is a summary table showing the quarterly 
grants requirements and funds available. 


GRANTS TO STATES FOR PUBLIC ASSISTANCE, FISCAL YEAR 1959 


The summary presented below provides information on estimated require- 
ae in relation to the regular appropriation and House allowance for sup- 
Plemental. 
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Actual grants requirements, 1st 3 quarters: 














I coer sco eesti wsdeincnleoreirate $449, 568, 487 
ae gid nbn aanashaincaod 499, 830, 378 
I catia haar ca tek tial aamencad sees 500, 104, 916 
—_———————_ $11, 449, 508, 781 
State estimates for 4th quarter grants_.__._.__.-_-._-_----------~~ 506, 656, 219 
Total State requests thus far in fiscal year_._-.---~--- 1, 956, 160, 000 
Total appropriation based on House allowance: 
Regular 1959 appropriation__________-__~ $1, 806, 400, 000 
House allowance for supplemental____---~- 151, 560, 000 
——_—_————-_ 1, 957, 960, 000 
Excess at present time, excluding any provision for State 
supplemental requests that may be forthcoming during 
UN a ae a crticesh see itie ee De alie eile bance meh tabeit 1, 800, 000 
Obligations by activities 
| House al- 
Increase (+) lowance 
Activity Presently Revised or de House al- | compared 
available estimate crease (—) lowance with in- 
crease 
requested 
State expenditures: 







1. Payments to recipients: 
(a) Old-age ass‘stance----- 
(06) Aid to dependent 
SS Se: 
(c) Aid tothe blind ---- 
(d) Aid to the perma- 
none and totally 
ed 


$1, 009, 900, 000) $1, 094, 600, 000) +-$84, 700,000) $78, 973, 700| —$5, 726, 300 


515, 400,000; 583,400,000) -+68,000,000| 64, 403, 200) —3, 596, 800 
42, 200, 000 45, 400,000} +8, 200,000) 2,357,400) —842 600 








NE Seaccausces 131, 400, 000 143, 900,000} -+-12, 500, 000 5, 825, 700; —6, 674, 300 
Rs ioetecta ae 1, 698, 900, 000} 1, 867, 300, 000} +-168, 400, 000} 151, 560, 000|—16, 840, 000 
; at ao 
2. State and local administra- 


tion: 
(a) Old-age assistance---_- 
(6) Aid to dependent 
SAREE 

(c) Aid to the blind _-_--- 
(d) Aid to the perma- 
nently and totally 
SD < chit odacowse 


samen ‘Sk uiede 02.302 
ie el ccncornasinnaciee aul 
ee a ee ee 
14,900,000]  14,900,000)..............]......--..--]-:.------. 

125,000,000} 125, 000,000)..............|...---------|---- 
“1, 823, 900,000] 1, 992, 300, 000] +168, 400, 000] 151, 560, 000] — 16, 840, Om 








Total for all programs. --.--..-..----- 
Collections and adjustments during 


Total obligations against ap- 
7 Se ee 
Amount obligated in prior years for 
grants chargeable to appropriation 
Di CUNO OE oo 5 asain os oo 
Amount obligated in current year for 
grants chargeable to appropriation 
for subsequent year__.......--.---.- 


Total obligations_--..........-- 
Financing: 
Appropriation available from 
subsequent year_--....-.------- 
Appropriation available in prior 


1, 806, 400, 000} 1, 974, 800,000) +168, 400,000) 151, 560, 000) —16, 840, 000 
—-4278, 408; 200), —423, 408, 206}... ........-..}---..- 22-2 0c )e cae sp abate 


060,000;000; 400,008;000) .. .-...55-...)..-... 2225-2]... ice 


1, 872, 906, 704| 2, 041, 306, 704] +168, 400,000! 151, 560, 000|—16, 840, 000 


—490, 000,000) —490, 000, 000) ............--],-----------]---eecenenes 


1, 806, 400, 000} 1, 974, 800,000} +168, 400, 000) 151, 560, 000|—16, 840, 000 
1, 806, 400, 000 nee +168, 400, 000 1, Oe 


New obligational authority ---_- 
New obligational authority: 
Appropriation.............-- 





~~ 





oior 


1s 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 341 


EXPLANATION OF THE EFFECT OF HOUSE ACTION BY ACTIVITY 


The need for the supplemental appropriation arises primarily because, subse- 
quent to the approval of the regular appropriation, the Congress enacted legis- 
jJation that amended the substantive provisions of the Social Security Act gov- 
erning Federal financial participation in public assistance expenditures. These 
amendments, which became effective on October 1, 1958, changed the formulas 
set forth in the Social Security Act so as to increase the percentage of total ex- 
penditures to be met from Federal funds during the last 9 months of the fiscal 

ear. 
It was necessary to estimate the total amount of Federal funds the States 
would claim for the year based on increases in the Federal share due to en- 
actment of the social security amendments. This depended, to a large degree, 
upon the dates that States placed into effect changes in assistance standards 
and payments as a result of these amendments. From the information received 
from the States thus far, it now appears that the supplemental estimate was 
overstated. 

Grants for the first three quarters of the fiscal year totaled slightly over 
$1,449,500,000 and requests for funds for the fourth quarter approximate $506,- 
660,000, making a total of $1,956,160,000. The regular appropriation plus the 
House allowance of $151,560,000 provides $1,957,960,000 for the year. Thus, the 
total appropriation, based on the House allowance is $1,800,000 in excess of 
the States’ requests thus far for the year. Usually, however, supplemental re- 
quests are received each quarter. State supplemental requests received in the 
fourth quarter last year were about $3 million. Should the amount of the sup- 
plementals for the fourth quarter of 1959 be in approximately this same amount, 
the Bureau would use the special language authority contained in the annual ap- 
propriation bill to draw on 1960 funds to make up the deficit. 

Actual data on grants requirements of the States for the fiscal year were used 
as a basis for distributing the cut by the House in the supplemental request by 
program. 

Obligations by object 


Object classification 
li Grants, subsidies, and contributions: 


En Nn oe be ene $1, 872, 906, 704 
Neen nn at cigs nips eoenganas 2, 041, 306, 704 
peemenne (9) Or Gorrogae (==). +168, 400, 000 
gy lel eet at aa tig IR = A lapel pice 151, 560, 000 
House allowance compared with increase requested______ —16, 840, 000 


Grants TO States For MaTeRNAL AND CHILD WELFARE, CHILDREN’S 
BurEAvU 


Senator Hitz. We had a supplemental estimate in the amount of 
$1,500,000 for an additional amount for services for crippled children. 

The House allowed the estimate in its entirety, and we will print for 
the information of the committee and of the Senate the justification in 
support of the estimate. 

(The material referred to follows :) 


Program and financing | 





Presently Revised 
available, estimate, Increase 
95 1959 
Program by activities: 
1. Maternal and child health service_...........-...-.---- $16, 500,000 | $16, 500,000 |......-.._---. 
2. Crippled children’s services. .............-.-.-.....-.-- 15, 000, 000 16, 500, 000 $1, 500, 000 
ee epeaed wwehtere Ger ViCtOs.. 255 Ss. kee cede ele 12, 000, 000 IR GOR 000 F. 2c 
New obligational authority. -_...........-.--..-.-.-- 43, 500, 000 45, 000, 000 1, 500, 000 
New obligational authority: Ht 
a ee 43, 500, 000 43, SOD, GOD had csparencesbin 
Supplemental required for crippled children’s services____|....-...------ 1, 500, 000 1, 500, 000 


RRND CORINOIOID ini ncn cccccsnnnneacnenscnses 43, 500, 000 45, 000, 000 1, 500, 000 
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Object classification 


11 Grants, subsidies, and contributions: 
rn, RIED, UN cee i os tld ined emai $43, 500, 000 
Revised estimate, 1959 





SO eae apap elaine Dili iolent deen 1, 500, 000 
EXPLANATION OF LANGUAGE 


It is proposed that this supplemental appropriation remain available unti} 
June 30, 1960, to insure the most effective utilization of the funds for the purpose 
for which they are earmarked. 

The first proviso “Provided, that such $1,500,000 shall be available to and 
expended by the States only for the purpose of providing necessary services to 
children with congenital heart disease :” is to insure that the additional funds 
are used only for the care of children with congenital heart disease. 

The second proviso “Provided further, that the allotments made to the States 
out of such $1,500,000 shall otherwise be deemed part of their allotments under 
Title V, part 2, section 512, of the Social Security Act, as amended (42 U.8.C.,, 
ch. 7, subch. V.)” is inserted to insure that State expenditures otherwise avyail- 
able for matching and coming within the definition of the State crippled chil- 
dren’s plans may be used to match Federal funds made available by this 
supplemental. Eligible matching funds, therefore, would not be limited to State 
expenditures for congenital heart services. 


JUSTIFICATION FOR 1959 SUPPLEMENTAL REQUEST 


The legal authority under which the Children’s Bureau serves the children 
of the United States is contained in the basic act of April 9, 1912, creating the 
Bureau (42 U.S.C., ch. 6) and in title V of the Social Security Act under dele- 
gations by the Secretary of the Department of Health, Education, and Welfare 
and the Commissioner of Social Security (42 U.S.C., ch. 7, subch. V). 

Under title V of the Social Security Act the Bureau administers grants to 
States for three programs: Part 1, maternal and child health services; part 2, 
crippled children’s services; part 3, child welfare services. For these programs 
the Bureau develops policies, reviews and approves State plans and budgets 
and provides technical assistance to State agencies in carrying out their plans. 

The grants to the States for services for crippled children are for the pur- 
pose of “enabling each State to extend and improve * * * services for locating 
crippled children, and for providing medical, surgical, corrective, and other 
services and care, and facilities for diagnosis, hospitalization, and aftercare 
for children who are crippled or who are suffering from conditions which lead 
to crippling * * *.” 

The appropriation for grants to States for services for crippled children 
for the current fiscal year is $15 million. 

The Social Security Amendments of 1958, enacted August 28, 1958, increased 
the annual authorization for grants for crippled children’s services from $15 
million to $20 million, thereby making possible an increase in the appropriation, 

A supplemental appropriation is requested for crippled children’s services 
for 1959 of $1.5 million, to be earmarked for services for children with congenital 
heart disease. To insure the most effective utilization it is proposed that the 
funds appropriated remain available until June 30, 1960. This supplemental 
appropriation is proposed to meet emergent needs in the crippled children’s 
programs of the States in relation to children with congenital heart disease. 

It has been estimated that about 50,000 infants are born each year with some 
form of congenital heart disease. In testimony before the House Ways and 
Means Committee concerning the 1958 Amendments to the Social Security Act, 
it was stated that it is now possible to cure 80 percent of these children by 
surgery. If not treated, many congenital malformations of the heart are 
fatal. The number of children with congenital heart disease receiving medical 
services under the State crippled children’s programs has increased sharply 
since 1950, from 2,000 in that year to 8,000 in 1956 and 10,000 in 1957. The 
number of children seeking care is increasing in response to the development of 
new operations, particularly open-heart surgery, for types of congenital heart 
disease hitherto considered inoperable. The cost of care is high, averaging 
about $2,500 for children receiving open-heart surgery. 
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The development of an operation for so-called blue babies a little over 10 
years ago made possible for the first time successful treatment of one type of 
congenital heart disease. This was followed by additional new surgical pro- 
cedures, the latest being the open heart surgery technique. This most recent 
and dramatic procedure has resulted in rapidly increasing applications for 
the care of children with types of congenital heart disease not hitherto operable. 
Since not all States have the specially trained physicians and equipped hospitals 
to do this work, the Children’s Bureau has made available special project grants 
to five States to pay for the care of out-of-State children in special cardiac 
centers. 

In addition to regular allotments of funds for this fiscal year, $330,000 is 
provided for use in five regional heart centers for children from any State who 
for one reason or another cannot get care in their own State. These usually 
are the most complicated cases. These centers are located in California, Illi- 
nois, Maryland, Minnesota, and Texas. 

The five regional heart centers have exhausted all of the funds made avail- 
able for 1959 because of the large number of cases admitted for care to date. 
No new cases can be accepted during the remainder of the year. If a supple- 
mental appropriation of $1.5 million becomes available, 25 percent or $375,000 
would be allotted for special project grants to the five States having regional 
heart centers. The remainder would be distributed to the States in accordance 
with established procedures to purchase care for children with congenital heart 
disease at facilities within their own State and from the regional heart centers. 
At least 13 States (other than those with regional centers) have hospitals which 
are now doing open-heart surgery, and the number is increasing. We are now 
in a period of the most rapid growth in requests for these services as knowledge 
about these operations becomes more widespread. Without additional funds the 
backlog of cases will continue to grow rapidly and for some of the children 
delay may be fatal. 


Tentative apportionment of funds included in supplemental request 


































Total Fund | Fund State Total Fund | Fund 
Al B? Al B? 
$31, 245 |$15, 704 | $15,541 || New Jersey_._--.------ $24, 079 |$21,579 | $2, 500 
3, 253 753 2,500 || New Mexico.....-....- 6,916 | 4,416 2, 500 
7,901 | 5,401 2 ie i ew rere... ..-..--.- 64, 004 | 61, 504 2, 500 

17, 176 8, 541 8,635 || North Carolina____.__- 46, 694 | 21,927 24, 767 

59, 835 | 55, 142 4,693 ||} North Dakota___- 5, 664 3, 164 2, 500 
9, 720 7, 220 ee Soak endo nance 52, 215 | 39, 357 12, 858 

11, 401 8, 901 2,500 || Oklahoma. - 15, 952 9, 932 6, 020 
4, 285 1, 785 2,500 || Oregon. __.- 10, 021 7, 521 2, 500 
5,339 | 2,839 2,500 || Pennsylvani 63, 307 | 45,036 | 18,271 

23, 833 | 16,028 7,805 || Puerte Rico. -_- 29,469 | 14,023 15, 446 

35, 589 | 18, 415 17,174 Rhode Island__---- 5, 768 3, 268 2, 500 
5, 235 2, 735 2,500 || South Carolina _____-_- 25, 473 | 12,412 13, 061 
5,606 | 3,106 2,500 || South Dakota______-_- 5,768 | 3, 268 2, 500 

43,043 | 38, 604 4,439 || Tennessee __.--.-.----- 31, 360 | 16, 121 15, 239 

599 | 19, 713 3 A, OO" Se 68, 037 | 42,185 | 25, 852 

19, 578 | 12, 064 ST REE neocon ntenacsnn 6, 881 4, 381 2, 500 

13,193 | 9,132 € Une Tl Verment........-...22... 4, 157 1, 657 2, 500 

29,339 | 14,464 | 14,875 || Virgin Islands__--_-__--- 2, 639 139 2, 500 

26, 508 | 15,113 | 11,395 || Virginia__........_.... 30, 268 | 17,060 | 13,208 
6,591 | 4,091 2,500 || Washington --_.-..----- 14, 538 | 11, 578 2, 960 

14, 773 | 12,273 2, 500 || West Virginia. ___.._.- 18, 295 9, 526 8, 769 

21, 680 | 19, 180 2, 500 |} Wisconsin. -__......._-- 25, 375 | 16, 793 8, 582 

43, 857 | 34, 432 9, 425 || Wyoming-............- 3,983 | 1,483 2, 500 

23, 238 | 14, 742 8, . - 

25, 220 | 11,357 | 13, Total exclusive of re- 

25, 433 | 17, 268 8, 165 serve fund B_.__.-- 1, 125, 000 |750, 000 | 375, 000 
5,560 | 3,060 2,500 || Reserve fund B-..---..-. 375,000 |....-..- 375, 000 
8, 665 6, 165 2, 500 et ene 
3,613 | 1,113 2, 500 I ge ticles samen 1, 500, 000 |750, 000 | 750, 000 
4,829 | 2,329 2, 500 





1 The distribution of fund A (grants under sec. 512(a) of title V of the Social Security Act) is proportional 
to the number of children under age 21. Fund A must be matched by the States. 

? One-half of the fund B (grants under sec. 512(b) of title V of the Social Security Act) will be reserved 
for special project grants to the 5 States having regional heart centers. The remainder will be distributed 
fn proportion to the initial fund B apportionment for 1959 with no State receiving less than $2,500. 
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SALARIES AND EXPENSES, Orrice oF Fretp ADMINISTRATION 


Senator Hitt. We had a supplemental estimate for “Salaries and 
expenses, Office of Field Administration” in the amount of $360,000, 
of which $161,000 was to be derived by transfer from the OASI trust 
fund, and the balance, $199,000 as a direct appr opriation. 

The House allowed the $199, 000 in direct appropriation and $151,- 
200 to be derived by transfer from the OASI trust fund. All funds 
sought for the increased pay costs were allowed. 

The Secretary of the Department has advised the committee that 
no appeal is being made for restoration of the House cut. The ma- 
terial submitted in support of the request will be inserted in the hear- 
ings at this point. 

(The material referred to follows :) 


Obligations by activity 


Presently Revised Supplemental | House 

















available estimate increase allowance 
requested 
Activity = cee. Soe Skt cass aieene ie 
Posi- | Amount | Posi-| Amount | Posi-| Amount | Posi- | Amount 
tions tions tions tions 
1. Field administration_._.__.._...-- 295|$1, 845,159) 323/$1, 943, 159) 28} $98,000) 28) $88,200 
2. Grant-in-aid audits........-...._- 152} 1,297,500] 152} 1,297, 500)....._|..___- vee cet ect 
3. State merit systems_- 26} 219, 250 ee - GRE o concise ccon 
Supplemental required for pay in- 
ee Ee re alm haces nein — 262, 000) ......|.-- entices Wachee 262, 000 262, 000 
Total operating costs_--_...--_- 473) 3,099, 909 501) 3, 459, 909 28; 360,000) 28| 350, 200 
Relation of costs to obligations: 
Costs financed from ees of 
I ER ccdciice eee minnsnenhucesad —21, 909}... .-- Se, a a dwn oseineesanaile 
Total program (obligations). ..|......| 3,078, 000]... __- | 3, 0 pe A 360, 090]... 350, 200 
BUDGET JUSTIFICATION 
The $360,000 increase is for the following purposes: 
eis a I CI, 0 RIE RUN II a ccc es ectes ice eee hence $262, 000 
2. 28 business-management clerks to process increased workload due to 
Nee en en ence et aaa icdeiindews aaimewe 98, 000 
Nh cca el ee a a ee Ln eee 360, 000 
General 


Ninety-eight thousand dollars is requested to be transferred from the Federal 
old-age and survivors insurance fund to provide 28 additional clerical positions 
(17 man-years) to service the increased staff being added by the Bureau of Old- 
Age and Survivors Insurance to handle new workloads resulting from the 1958 
amendments to the Social Security Act. 

As a result of these amendments OAS will hire some 2,060 additional em- 
ployees. This represents an increase of approximately 17 percent in the number 
of OASI employees to be serviced by the management sections of the regional 
office. In addition, the payroll units will have an added workload increase due 
to the anticipated 1,660,000 hours of overtime requested for employees located 
in approximately 585 district offices serviced by the regional offices. Special 
payrolls for this overtime must be prepared. 

This request is necessary to provide management services to support the efforts 
of OASI in meeting the increased claims load and other essential activities 
resulting from the amendments. Management staffs of the regional offices must 
be expanded in order to maintain recruitment schedules, meet normal payroll 
deadlines, keep the examination of vouchers on a reasonably current basis and 
provide other essential services. 
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This new staff consists of 16 (8 at GS-5 and 8 at GS-4) personnel clerks, 8 
(GS-5) payroll clerks and 4 (GS-4) voucher examiners. The increase is based 
on a ratio of 1 personnel clerk to 130 persons served, and 1 payroll clerk for 
every 265 persons served. This compares favorably with the last suggested 
Bureau of Budget standards of 110 to 1 and 250 to 1, respectively. The request 
for voucher examiners is based on an estimate of an additional 1,000 travelers, 
or 12,000 additional travel vouchers annually to be processed. It is estimated 
that each voucher examiner can process approximately 3,000 travel vouchers 
each year which requires four additional clerks. General services activities 
such as messenger service, mail distribution, duplicating, etc., will also be af- 
fected in each regional office. However, this will be absorbed. 

A deficiency apportionment of funds was approved by the Bureau of the 
Budget in October on the basis of 40-percent lapse. 

The net cost of these positions is as follows: 


I RR a a $65, 875 
I a a alge nes bcLasnescpiesennesignein ative a 4, 275 
OMe ORM Re one eel IU 9, 850 

Nth dtiscaisinsonsascigrantcdnieniaciateetaesdnlvniiniaiiite eae tanita ditntatstipcticntehtenndan tates 80, 000 


Processing OASI overtime rolls for approximately 1,660,000 hours, or 817 man- 
years will require an additional $18,000 for overtime payments to payroll per- 
sonnel. These rolls cannot be processed during normal working hours. This 
type of roll requires more work than normal pxyrolls. 

Major factors involved in the increased workload are: 


Payroll Section 


(1) The continuing function of payrolling the additional employees. 

(2) The processing of heavy overtime payrolls this fiscal year involves prep- 
aration of separate payrolls which consume more time and handling than a 
regular payroll since each employee’s overtime payment requires a separate 
computation, complete entry on pay card and a notification to the employee. 

(3) Regular end of calendar year operations, such as— 

(a) Preparation of new pay cards. 

(b) Balancing of old pay cards. 

(c) Preparation and balancing of W-2’s for all employees. 

(d) Filing old pay cards, annual audit of leave records, and notification 
of leave balances, preparation of summaries for various taxing authorities, 
posting retirement records, preparation of annual summaries, etc. 


Persommel Section 


Mass recruitment of more than 2,000 employees results in an unusually large 
employment problem. Each appointment necessitates— 
. (1) Contact with the Civil Service Commission for register of eligibles. 
(2) Contacts with eligibles (many times more than the number re- 
cruited), references and former employers of available eligibles. 
(3) Processing of all personnel papers, journals, notification to new em- 
ployees, establishing new service record cards, ete. 
In addition there is the continuing responsibility such as— 
(1) Employee relations and services. 
(2) Recordkeeping and reporting. 
(2) Recruitment for replacements, which becomes an increasing problem 
as the size of the staff increases. 


Voucher examination 


The processing of an estimated 12,000 additional travel vouchers will require 
continuing functions such as— 

(1) Complete examination for payment purposes which in case of OASI 
travelers requires additional time due to use of privately owned conveyances. 

(2) Additional scheduling time for purpose of disbursement. 

(3) Processing travel advances and related recor(keeping. 

(4) Maintaining files of travel vouchers and schedules. 

(5) Additional contacts with travelers on suspensions and reclaim 
vouchers. 

EFFECT OF HOUSE ACTION 


The House allowance is a reduction of $9,800 from the estimate and is di- 
rected at the increased request of $98,000 to provide management services to 
support the efforts of OASI in processing the increased claims load and other 
essential activities resulting from the 1958 amendments. 
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An evaluation of present requirements for all activities covered by this appro- 
priation indicates that the amount of reduction can be effected between now ang 
the end of the year without seriously affecting program responsibilities by de 
ferring the filling of job vacancies and by economies in the purchase of such items 
as supplies. 


SALARIES AND Expenses, OFFICE OF GENERAL COUNSEL 


Senator Hii. We had a supplemental estimate in the amount of 
$112,000, of which $53,000 was to be transferred from the OASIT trust 
fund and $2,000 from fees collected from food and drug certification 
services. 

The House allowed $108,800 and the Department is not appealing 
for restoration of the cut. We will place in our hearings the justifion 
tions for the funds sought and comment on the effect of the House 
action. 

(The material referred to follows :) 


Activity schedule 


















































| Presently Revised Supplemental | House 
available estimate increase | allowance 
requested | 
Activity ses a | E 
| 
Posi- | Amount | Posi- | Amount | Posi- | Amount | Posi- | Amount 
tions tions tions tions 
1. Supervisory and general legal 
(.__,_ehcl apenas eee 25 | $232, 120 25 | $235, 445 |__._-- $3, 325 |.....- $3, 325 
2. Department program services: 
(a) Public Health___.-_------ 11 87, 091 11 ON 8 hi AR. Sie 
(6) Food and Drug----_-_------ 29 | 213,107 32 | 227,682 3 14, 575 3 12, 975 
a a 25 | 156,889 29 | 170,989 4 14, 100 4 12, 500 
(d) Welfare and Education _- 13 99, 835 13 99, 835 |-..--- wiSewn chipadia ccon cla Sanee 
3. Regional and field____...._____--- 33 | 271,011 ef eee eee ee ee 
Supplemental required for pay | 
a el aE RS RSE nena ices Peretardliandiene ie WT nce ne 80, 000 
a ee SS ee 
Total operating costs - i 136 | 980,053 | 143 /|1, 092,053 7} 112,000 7 108, 800 
Costs financed from obligat ions of 
DEO POND GRE on asin its db bn onic dp oon cen —53 }.....- 8h oi22s3| -ndeneddes] ssn d-heeeeeeee 
Total program obligations__.._|-.....| 980,000 |--..-.- 1, 092, 000 |--..-. 112,000 |..--.- 108, 800 





BUDGET JUSTIFICATION 


The $112,000 increase is for the following purposes : 


IIIS RI OUT i taeesonnprenennererenercoreppetennenetiioninn $80, 000 
2. Two attorneys and one secretary for Food and Drug due to food 
I ct Aen emtttle 16, 000 


38. Three attorneys and one secretary for OASI due to public law 85-840_ 16, 000 
General 


Sixteen thousand dollars is requested as a result of enactment of Public Law 
85-929, the food additive amendment to establish the interpretive and operative 
regulations and to hold administrative hearings in the event of disagreement 
between Government and industry. 

Sixteen thousand dollars is requested as a result of enactment of Public Law 
85-840 for drafting of new regulations, preparation, review and referral to U.S. 
attorneys for criminal prosecutions of the provisions of the Social Security Act 
made punishable under section 310 (Social Security Act Amendments of 1958). 

A deficiency apportionment of funds was approved by the Bureau of the Budget 
in October 1958 on the basis of a 40 percent lapse. 
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1. Food and Drug.—aAn increase of $16,000 is requested as follows: 


meeomel services (3 positions) ..______-_____ ~~~. + --»----. $13, 685 
merement .......--.-.------.~-~~-~~------------~--+------------ 890 

Communications, supplies and equipment included in activity “Super- 
moor and general legal services’... caine ng bbe 1, 425 
as i a eheetictanctienneceipl ca agiaiadeamalonsinceatmanee tsi 16, 000 


Public Law 85-929, the Food Additives Amendment of 1958 requires two addi- 
tional attorneys and one secretary for : 

(1) Developing the comprehensive, interpretive and procedural regulations 
to place the law into operation. The first draft of these regulations was com- 

eted in early November, and the draft was circulated among interested mem- 
pers of the industry beginning November 24. The tentative rules were published 
inthe Federal Register on December 9, 1958. 

There have been many meetings with representatives of the industry to discuss 
poth the scope and content of these regulations. After all comments are received 
the regulations must be carefully reviewed, and acceptable modifications and im- 
provements will be incorporated. 

These regulations include (a) basic definitions and interpretations to elucidate 
the meaning of the law, and lists of substances that are exempt from the law; (b) 
astatement of general principles to be followed in evaluating the scientific data 
and in putting it to practical use in assuring the safety of food additives in man’s 
diet; (c) explanation of the interrelationship of the new law to existing respon- 
sibilities under the new drug, food standards and pesticide chemicals provisions 
of existing law; (d) a comprehensive statement of what data is to be included 
ina food additive petition as well as the administrative steps that will be taken in 
acting upon it; and (e) a code of administrative procedure for the conduct 
of public hearings, if they should be required. This has involved giving advice 
and consulting with the Food and Drug Administration from the time of enact- 
ment of the law. 

(2) Issuing notices and orders permitting the use of new food additives. Since 
this amendment for the first time requires that every additive to food, of which 
there are a great many, must be sanctioned either under the general recognition of 
its safety, or by a precise regulation which specifically permits its use and limits 
the conditions of its use, the new law will touch the operations of the chemical 
industry, and the packaging industry, as well as the food industry itself. Peti- 
tions for food additive regulations may be initiated by any one of a great 
many interested persons in these three industries—estimated to run into the 
thousands of potential petitioners—and when a petition is filed, the procedures 
described in the regulations must be followed. The attorneys are required to 
assist the Food and Drug Administration in the publication of notices of filing 
petitions, in the publication of orders acting upon the petitions, and in the con- 
duct of hearings and other administrative proceedings in the even of disputes 
between the Food and Drug Administration and the proponents of the additives. 
This involves not only the preparation for and the conduct of administrative 
hearings at the Department level, but also the defense of the Department’s actions 
whenever they are challenged in the U.S. courts of appeals on judicial review. 

(3) Enforcing the new food additive regulations. Heretofore, enforcement 
against added poisonous and added deleterious substances has been relatively 
simple because there was a strict ban against such substances, as such. The new 
law requires the promulgation and enforcementof regulations which will permit 
safe amounts of even toxic substances, where they serve some purpose in food 
technology. This imposes a heavy new responsibility in developing techniques for 
the promulgation of tolerance regulations which can be soundly supported if 
challenged on judicial review and which can be enforced through seizure, injunc- 
tion and criminal actions if their limitations are not met in food processing. This 
isan entirely new approach to chemicals in foods, and its successful operation is 
vital to the public health. 

This request for only two additional attorneys and one secretary is based 
upon the belief that in the beginning the number of controversial petitions will 
be small, and that most areas of disagreement between the scientists of the 
Food and Drug Administration and those in industry will be worked out through 
informal procedures rather than through formal hearings, but attorneys will 
be required to back up the scientific decisions. 
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2. OASI.—An increase of $16,000 is requested as follows: 





ee Cerne Ce OUNCNOND Le ee $13, 239 
a ealdaensimnenumnenns dnsshcimmstlahaies 861 

Communications, supplies, and equipment included in activity “Super- 
weery Sed. general legal services”... nn no ne se ce 1, 900 
A die inset bendable dain tarin aetna espinal 16, 000 


The 1958 amendments to the Social Security Act will require three additiona| 
attorneys and one secretary amounting to $16,000 for: 

(1) Drafting of new regulations and the revision of existing regulations for 
publication in the Federal Register and the review of adjudicative instructions 
to reflect— 

_ Revision of insured status requirements for eligibility for disability 
benefits ; 

(b) Establishment of new benefit categories for dependents of disabled 
individuals; 

(c) Amendment of suspension of benefit provisions in the case of dis- 
abled individuals and their dependents for failure to accept rehabilitation 
services ; 

(d) Substantive changes in entitlement to dependents and survivors 
monthly benefits and in entitlement to lump-sum death payment; 

(e) Revision of work clause provisions, changing method of assessing 
work deductions and the amount of monthly earnings for which such de- 
ductions can be imposed ; and 

(f) Changes in the coverage provisions of the act relating to extension of 
its protection to additional agricultural workers and employees of non- 
profit organizations; and to citizens of the United States who served during 
World War II in the armed forces of allied countries. 

(2) The furnishing of legal advice to the Bureau and Appeals Council on 
claims involving items 1(a) through 1(f) above. 

(3) The preparation, review, and referral to the several U.S. attorneys through- 
out the United States for criminal prosecution of violations of the provisions of 
the act made punishable by section 310 of the Social Security Amendments of 
1958, which were not heretofore so punishable or punishment for which was 
doubtful. 

(4) The negotiation and drafting of modifications to State agreements cover- 
ing State and local government employees under title II of the act to include 
additional State and local government employees in positions covered by State 
and local government retirement systems who are made eligible for title II 
coverage by the 1958 amendments; the furnishing of legal advice as to the con- 
ditions under which they may be covered and the effective date thereof; the 
revision of regulations No. 4 of the Department to reflect these changes; and the 
review of instructions and advice thereon prepared by Bureau to State agencies 
administering coverage agreements for the States. 

(5) The clearance of procedures, instructions, and the amendment of regula- 
tions to reduce the processing time of the large increase in applications for bene- 
fits occasioned by. the amendments and to expedite the increase in requests for 
hearings on disallowed claims before referees and the Appeals Council. 


EFFECT OF HOUSE ACTION 


The House allowance is a reduction of $3,200 from the request. This will have 
no real impact, however, as recruiting difficulties were encountered which de 
layed the filling of some of the new positions requested. 
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U.S. Souprers’ Home 


OPERATION AND MAINTENANCE 


STATEMENTS OF GEN. WADE H. HAISLIP, GOVERNOR, USS. 
SOLDIERS’ HOME; RAYMOND A. GRITTON, CHIEF, BUDGET DIVI- 
SION, U.S. SOLDIERS’ HOME; AND STUART H. D. FREED, BUDGET 
ANALYST, OFFICE, COMPTROLLER OF THE ARMY 


RESTORATION REQUEST 


Senator Hitz. Our next item is the U.S. Soldiers’ Home. We hada 
supplemental estimate for $239,000, to be derived from the Soldiers’ 
Home Trust Fund, but the House reduced this by 10 percent, allowing 
$215,100, and the home is appealing for restoration of the cut. 

Now, General, the Good Book says that the first shall be the last and 
the last shall be the first. 

All right, General Haislip, we are happy to have you here and you 
may proceed as you wish. 

eneral Haistie. Mr. Chairman, the home performs just one service 
and that is it is charged with the care of 2,000 members of the home 
qualified for membership under the law. The number of employees 
we have bears directly to the number of members we have and we have 
had a steady increase ever since the summer of 1956 and have held our 
employment down to where the current appropriation does not carry 
any increase in the employees whatever, although our membership has 
increased. 

Senator Hiri. Although your membership at the home has in- 
creased, the number of veterans you have taken care of, you have no 
increase in the number of employees? 

General Hatstre. No, sir, but in the 1960 estimates we are asking 
for 17 additional employees, so that shows that we are really in trouble 
with a shortage of employees. 

With this cut, over which we had no control whatsoever, to pay the 
wage increases authorized by the Congress, the cut of $23,900, may 
force us to reduce our employment to a point where it will affect ad- 
versely the care which we give to the members of the home. I am 
asking the committee to please restore that amount from our trust 
funds. It does not come from the general funds of the Treasury. 

Senator Hitz. No, it does not come out of the Treasury. This is due 
to the increase of salaries over which you had no control ? 

General Hasire. That is right. 

Senator Hitt. Although your membership has increased, the mem- 
bership of your veterans, that is, you have not increased your em- 
ployees in these last several years, is that right ? 

eneral Haisurp. Yes. 

Senator Hixx. All right, General, you are always welcome here. 

Thank you very much. 
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NATIONAL MEDIATION BOARD 
ARBITRATION AND EMERGENCY Boarps 


STATEMENTS OF FRANCIS A. O’NEILL, JR., MEMBER; EUGENE (, 
THOMPSON, EXECUTIVE SECRETARY; AND THOMAS A. TRACY, 
ASSISTANT EXECUTIVE SECRETARY 


Program and financing 








Presently Revised Increase 
available estimate 
Program by activities: 
NI ins can dbaniimainnnindtimodounapiee $166, 000 $216, 000 $55, 000 
2. Investigations of emergency disputes_-_.............---- 84, 134, 000 45, 000 
IIE. CLGUie anboteccccenwsccknccusenicass 250, 000 350, 000 100, 000 
Financing: Total new obligation authority consists of— 
SIN. 5 52 5d hh doc antie~uhdbidcrodu ce bdncauth 250, 000 SD, 600-31 adhe 
ree een aaninkcwedbbbecsesnivan chase mason 100, 000 100, 000 
DORTAGE TOEIOED i. cca .g occ sp nncncnnssgeoek 250, 000 350, 000 100, 000 


Object classification 


Presently Revised Increase 





available estimate 

01 Personal services: 
Positions other than permanent-_-_...-..-...--.-------- $198, 000 $273, 000 $75, 000 
Saal SRY tS EET” ae 35, 000 50, 000 15, 000 
oe ge ee eee 4, 500 7, 500 3, 000 
06. Printidg and reproduction... ............--.....-.....--... 2, 000 3, 500 1, 500 
ee nn cer enngueceengsaso 9, 000 14, 000 5, 000 
ke eu mecandbaecmalepualgbent 1, 500 2, 000 500 
ocak ince on eiagionenieghine 250, 000 350, 000 100, 000 


SUPPLEMENTAL REQUEST 


Senator Hitt. The committee has just received a supplemental 
estimate for an additional amount of $100,000 for “Arbitration and 
emergency boards, National Mediation Board.” 

Mr. O'Neill, we are glad to have you here to testify in behalf of 
this request. 

Mr. O’Nenmu. Mr. Chairman and members of the committee, our 
justification is not very long. I will go over the high spots in this 
justification and then summarize it, if I may. 

The original appropriation provided $550,000 for expenses nec- 
essary for arbitration boards established under section 7 of the Rail- 
way Slee Act, as amended (45 U.S.C. 157), and emergency boards 
appointed by the President pursuant to section 10 of said act (45 
U.S. 160), including stenographic reporting services. 

The arbitration and emergency board a used to defray 
the expenses of arbitration boards, special boards of adjustment, and 
emergency boards in the railroad and airline industries cannot be 
estimated in advance with finality as the program depends upon the 
needs of the industries served and the development of labor relations 
during the fiscal year. 
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Present projections indicate that funds available for this activity 
in fiscal 1959 will be exhausted about May 1, 1959. 

Through the first 8 months of fiscal 1959, the Board has obligated 
$193,284 for expenditure from this appropriation as follows: 








Payment Obligation Total 

vemnnkacncangeadsacasbedesmdi ded cesiactabanadesede $133, 520 $21, 719 $155, 239 
NOD 5, ngeinnien aint hosbnwnnssSehoes tt enctonsenascegh 19, 346 3, 529 22, 875 
SEE MIND CALCD BOE VOON on cnccnonsnacnccnenossrscenccume BH tice diacesnass 5, 342 
IE I ccemcipeminmemunecimemasinieccnanas WP he nscatcacmebes 2, 110 
er GOEUTROLIR) COTVICES . « ... necencnnpsedececacenga<ens= 5, 526 350 5, 876 
rr S00 GENGUENNOIOR, . cence nkéccnncudvontsantasesonces= 1, 440 402 1, 842 

i chart res otsiere eisicaiesienin aca decoap geass etic alee nae phcniess ate 167, 284 26, 000 193, 284 





CREATION OF SPECIAL BOARDS 


During the present fiscal year, 52 new special boards of adjust- 
ment have been created. In addition, the Board has been advised of 
10 — special boards which will be submitted for approval 
shortly. 

I may state at this point, Mr. Chairman and members of the com- 
mittee, that that is the crux of our problem, the number of special 
boards of adjustment. Usually the Congress appropriates $250,000 
a year for arbitration boards, special boards of adjustment, and emer- 
gency boards. This year we have found that the special boards of 
adjustment have jumped up tremendously. The figure, as we have 
set forth in our statement, we have 52 new boards. 


TIME LIMIT ON CLAIMS 


Senator Hix. To what do you attribute this large increase ? 

Mr. O’Netxu. Well, there are two major courses in the railroad in- 
dustry. The organizations and the railroads agreed upon a rule, 
which is known as a time limit on claims. “Claims” is a synonym 
used in the railroad industry fora grievance. The result is if a claim 
is not disposed of during a certain period, it is either a dead claim or 
they must take it someplace; so they have been taking them to the Na- 
tional Railroad Adjustment Board in Chicago, and that Board has 
fallen away behind in its work, 3 to 5 years behind in almost every 
division. That has brought about a situation which we are charged 
with, and with the approval of Congress we have set up special boards 
of adjustment on individual railroads to dispose of these grievances 
rather than to have them sit around for 3 to 5 years. 

As our statement says, we have over a hundred of them in existence 
right now; 52 of them are active and the expense to the Government 
of those boards amounts to compensation for a referee, a neutral per- 
son who sits on the board, and also travel and subsistence; but in 
our estimate for the 1959 appropriations we will owe, as we said, 
$250,000. They have amen so we need an additional $50,000 to 


keep these boards in operation. If we do not succeed in convincin 
the gentlemen here that that is necessary, they will have to oman 
operations at the end of April or the first part of May. 

The other $50,000, making up the total of $100,000, would be neces- 
sary for use in the event of an emergency developing which would 
necessitate the creation of a Presidential factfinding board. We pres- 

38932—59 28 
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ently have about five disputes which are, I might use the phrase, totter- 
ing at the stage which we may have to certify them to the President, 
In that event, he will set up an emergency board and the compensation 
of the members of those boards would come out of this fund. 

Senator Hiii. Then if the President does not have to set up any 
of these boards, if none of these boards are set up by the President, 
that $50,000 would not be expended ? 

Mr. O’Nem. That is correct. It would be returned to the Treas- 
ury. There is no way of using it for any other purpose. It is a con- 
tingent fund. 

Senator Hizt. And would be dependent entirely upon his setting up 
of the board or boards? 

Mr. O’Nertu. That is correct. 

As to the first $50,000, we find that would be necessary. 

Senator Hitz. As I understand it, the first $50,000 you find neces- 
sary to carry on operations the Board has already set up; is that 
correct ? 

Mr. O’Nemt. That is correct. 


EFFECT OF DISALLOWANCE OF FUNDS 


Senator Hirx. If you could not have this first $50,000 on April 30 
ou then would have to terminate some of these boards before they 
ave finished the work they were set up to do; is that right? 

Mr. O’Net. That is correct. To be equitable about it, we would 
have to suspend all of them. You could not say that just one rail- 
road would have its operations continue and the next railroad would 
not. 

Senator Hitz. I understand. That would not be equitable, would 
it? 

Mr. O’Ner. No; you could not say to Pennsylvania that they 
can continue their board but the New York Central cannot continue 
its board. 

Senator Hix. All right, are there any questions ? 

Thank you very much, Mr. O’Neill. 


SALARIES AND Expenses, NATIONAL Lasor RELATIONS Boarp 


Senator Hiti. We had a supplemental estimate for “Salaries and 
expenses, National Labor Relations Board” in the amount of $174,000 
for the increased pay costs. 

The Chairman of the Board has advised the committee that the 
House cut of $17,400, or 10 percent, will not be appealed by the Board. 
His letter will be printed below. 

(The letter referred to follows :) 


NATIONAL LABOR RELATIONS Boarp, 
Washington, D.C., April 3, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 

Dear SENATOR Haypen: The House of Representatives in its action on the 
Second Supplemental Appropriation Act, 1959 (H.R. 5916), recommended an 
appropriation of $156,600 to this agency to cover a portion of the costs of last 
year’s pay legislation (Public Law 85-462). This action, which is a reduction 
of $17,400 below the President’s estimate, is indicated under title II, page 42, 
lines 20 and 21. 
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The effect of this action by the House of Representatives has been carefully 
considered and, in light of all of the circumstances, it has been determined that 
the reduction proposed by the House can be absorbed without any serious im- 
pairment of the agency’s programs. Although this constitutes a 10 percent 
reduction in the amount recommended by the President for this agency, the 
net effect against the total estimated requirements for fiscal year 1959 is only 
about one-tenth of 1 percent. Administrative actions within the agency which 
have permitted more delay in the current recruitment program than originally 
planned make this absorption possible. It does not appear, however, that it will 
have any effect upon the planned programs for the next fiscal year. 

Accordingly, restoration of the House reduction is not requested. 

Sincerely yours, 


Boyp LEEepom, Chairman. 
RaILRoAD RETIREMENT Boarp LIMITATION ON SALARIES AND EXPENSES 


Senator Hrix. We had a supplemental estimate for the Railroad 
Retirement Board in the amount of $1,027,000, to be derived by trans- 
fer from the railroad retirement trust fund, and of which $662,000 was 
needed to meet increased pay costs and $365,000 for the recent amend- 
ments. 

The House cut each of the two requests by 10 percent, allowing a 
total of $924,300, of which $595,800 is for increased pay costs and 
$328,500 is for the additional workload resulting from enactment of 
the 1958 amendments to the Social Security Act. 

The Chairman of the Board has advised the committee that no 
pee! is made for restoration of the House cut and his letter is printed 

ow. 

(The letter referred to follows:) 

RAILROAD RETIREMENT BOarp, 


Chicago, Ill., April 7, 1959. 
Hon. CARL HAYDEN, 


Chairman, Appropriations Committee, 
US. Senate, Washington, D.C. 

Deak SENATOR Haypen: This confirms the information given your staff re- 
garding the reductions made by the House in the Board’s supplemental appro- 
priations request. 

Expenses for disability freeze work will be lower than originally anticipated. 
We find that less of this work will be handled in the current fiscal year than 
planned, primarily because of a shortage of qualified disability rating examiners. 
This means, of course, that a much larger portion of this backlog will carry 
over in 1960 and contribute to a difficult budget situation in the ensuing year. 
In view of the foregoing, the Board does not plan on asking the Senate to 
restore any portion of the reductions made by the House. 

Sincerely yours, 


Howarp W. HABERMEYER, Chairman. 
COMMITTEE RECESS 


Chairman Haypen. This committee will stand adjourned to meet 
in room 1224 in the New Senate Office Building tomorrow at 10 o’clock. 

(Whereupon, at 5:35 p.m., Tuesday, April 7, 1959, the hearing 
was recessed until 10 a.m., Wednesday, April 8, 1959.) 





i 





SECOND SUPPLEMENTAL APPROPRIATIONS BILL FOR 
1959 


WEDNESDAY, APRIL 8, 1959 


U.S. Senate, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a.m., pursuant to recess, in room 1224, New 
Senate Office Building, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Chavez, Ellender, Pastore, 
Bible, Saltonstall, Smith, Dworshak, and Allott. 


DEPARTMENT OF THE ARMY 
Army Nationat GUARD 


STATEMENTS OF HON. CHARLES C. FINUCANE, ASSISTANT SECRE- 
TARY OF DEFENSE (MANPOWER, PERSONNEL, AND RESERVE) ; 
COL. R. C. DICKENS, CHIEF, RESERVE AFFAIRS POLICY, OFFICE 
OF THE ASSISTANT SECRETARY OF DEFENSE (MANPOWER, PER- 
SONNEL, AND RESERVE); COL. G. G. ISENHOWER, MANPOWER 
PROGRAM COORDINATOR, OFFICE OF THE ASSISTANT SECRETARY 
OF DEFENSE (MANPOWER, PERSONNEL, AND RESERVE); MAJ. 
GEN. R. 8. MOORE, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) ; HON. WILBER M. BRUCKER, 
‘THE SECRETARY OF THE ARMY; HON. HUGH M. MILTON II, 
UNDER SECRETARY OF THE ARMY; MAJ. GEN. D. W. McGOWAN, 
CHIEF, ARMY DIVISION, NATIONAL GUARD BUREAU; AND MAJ. 
GEN. D. W. TRAUB, DIRECTOR OF ARMY BUDGET 


STATEMENT BY THE SUBCOMMITTEE CHAIRMAN 


Chairman Haypven. The committee will come to order. 

We are here this morning to consider appeals of the Department 
of Defense, the Army, and the other services. I think under the cir- 
cumstances that Senator Chavez, who is chairman of the Defense 
Subcommittee should be in charge of the hearing. Senator Chavez. 

Senator Cuavez (presiding). Thank you, Mr. Chairman. 

Mr. Secretary and gentlemen, of the Defense Department: 

We are happy to lawe with us today the Assistant Secretary of 
Defense, Mr. Widieinn the Secretary of the Army, Mr. Brucker, and 
General McGowan, of the Army National Guard Bureau. 

It is my understanding that you are prepared to speak on the 
deficiency which has resulted in the Army National Guard program. 


855 
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Members of the committee will recall that last year, in Public Law 
85-724, the Congress provided sufficient funds to maintain the 
National Guard at an average strength of 400,000 during the current 
fiscal year, and indicated in the law that that strength level should 
be maintained. 

On March 16, the Secretary of Defense wrote informing the com- 
mittee that a deficiency totaling $13.2 million existed in this account, 
and that adjustments would be necessary to stay within the appr opria- 
tion. The adjustments, he stated, involved either some reduction in 
maintenance and support expense, a reduction in the number of paid 
drills, a reduction in strength, or some combination of these. Each 
member of the committee received this letter. 

In reply, I pointed out that a reduction in strength below the 
400 000 would be contrary to law. Acting Secretary Qua arles answered 
my letter, stating that the plan of action recommended by the Depart- 
ment of the Army does not include reducing personnel strength, and 
that Secretary Finucane and Secretary Brucker were available to 
discuss the matter with the committee. 

On March 30 the Department issued a press release indicating that 
funds have been released to provide for an increase of 11.000 guards- 
men, to raise the strength of the guard to that prescribed by law. 

The items referred to will be made a part of the record at the 
conclusion of my remarks. 

Meanwhile, although no estimate was received from the Bureau of 
the Budget, the House has recommended a supplemental appropria- 
tion of $10.3 million of the $13.2 million deficiency. I hope that Secre- 
tary Finucane, Secretary Brucker, and General McGowan will include 
in their testimony the effect, if any, of the difference between the stated 
deficiency and the amount provided by the House. 

(The material referred to follows:) 


THE SECRETARY OF DEFENSE, 
Washington, March 16, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate. 


DEAR Mr. CHATRMAN: The Department of the Army has found that due to un- 
foreseen financial requirements and after full utilization of the available funds, 
certain acjustments will be required in the planned Army National Guard pro- 
gram for fiscal year 1959 

As you know, the President originally recommended to the Congress an Army 
National Guard program and budget to attain a yearend strength of 360.000 for 
fiscal year 1959. However, the Congress (title III, Public Law 85-724), pre- 
scribed “that the Army National Guard shall be maintained at an average 
strength of not less than 400.000 for fiseal year 1959.” In view of this con- 
gressional action, the administration revised its plan to achieve 400.000 paid 
status, and the Department of Defense, within the funds made available to it, 
has sought by every practical meaans to achieve and maintain the prescribed 
strength objectives. 

Last fall it appeared that the $342.1 million appropriated by the Congress 
was sufficient to cover the objectives of the program, including $5.1 million for 
the nay increases of civilian emplovees of the National Guard as authorized by 
Public Law 62-463. The absorption of the authorized civilian pay increase 
apneared possible at the time for the reason, among other, that the full number 
of 6-month trainees included in the original plan would not be required. How- 
ever. since then unforeseen financial revnirements have develoned, as follows: 

(a) Pay of Army National Guard military personnel has increased because 
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of a higher pay grade structure caused partly by improved reenlistments for an 
amount of $8.1 million. 

(b) Attendance at paid drills increased 2.5 percent creating an additional 
cost of $2.4 million. 

(c) The Army National Guard air defense program was accelerated in con- 
junction with the total air defense program, with increased costs of $1.6 million. 

(d) Restatement of the requirement for 6-month trainees, $1.1 million. 

The above requirements, totaling $13.2 million, must now be taken care of 
within the total of $342.1 million, and as a result certain adjustments in the 
program will be necessary to stay within the amount appropriated. These ad- 
justments involve either some reduction in maintenance and support expense, 
a reduction in the number of paid drills, a reduction in strength, or some com- 
bination of these. We are studying this problem on an urgent basis with the 
Department of the Army and the National Guard Bureau to achieve an optimum 
program within available funds. 

Since there are only a few months remaining in this fiscal year it will, of 
course, be necessary for the Department of the Army to take prompt action. 
However, before any action is taken we would like to put before you and any 
interested members of your committee the full details of the optimum plan 
to meet this situation which we expect to have completed and ready to discuss 
with you within the next few days. Secretary Brucker and Assistant Secretary 
of Defense Finucane are available to furnish your committee with this informa- 
tion. 

Sincerely, 
Net McELroy. 


MARCH 17, 1959. 
Hon. Nett H. McELroy, 
Secretary of Defense, Washington, D.C. 


My Dear Mr. SEcRETARY: Receipt is acknowledged of your letter of March 16, 
1959, relative to deficiencies amounting to $13.2 million in the “Army National 
Guard” appropriation for 1959. 

I note that among the adjustments contemplated in the program in order to 
stay within the appropriation is the suggestion of a reduction in strength. You 
will recall that Public Law 85-724 placed a floor of 400,000 under the average 
strength of the Army National Guard for fiscal year 1959. Any deviation from 
that would, of course, be in contravention of the law. 

Since a major portion of this deficiency has been caused by a higher pay grade 
structure passed on the recommendation of the Department of Defense, I am 
surprised that a budget estimate has not been submitted for the deficiency in the 
current supplemental appropriation bill. 

I intend to call a meeting of the committee in the very near future to discuss 
the matter with representatives of the Department of the Army. 

Yours very sincerely, 
CARL HAYDEN, Chairman. 


THE SECRETARY OF DEFENSE, 
Washington, March 26,.1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, U.S. Senate. 


Dear Mr. CHAIRMAN: Thank you for your letter of March 17, 1959, concerning 
the financial difficulties of the Army National Guard in fiscal year 1959. I note 
that vou intend to call a meeting of your committee in the very near future to 
discuss this matter and I want to assure you of our cooperation in furnishing 
your committee with any information yon may desire concerning our plans to 
avoid a deficiency in the Army National Guard in fiscal year 1959. 

My letter to you mentioned the possibility of reducing the personnel strensth 
of the Army National Guard as one of the three alternative adjustments in the 
program that could be taken in order to stay within the funds appropriated. 
However, the plan of actions recommended by the Department of the Army does 
not include reducing the personnel strength. Secretary Brucker and Assistant 
Secretary of Defense Finucane will be available to discuss this plan with you and 
your committee, if you desire. 

Sincerely yours, 


Donatp A. QUARLEs, Acting. 
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DEPARTMENT OF DEFENSE, 
OFFICE OF PUBLIC INFORMATION, 
Washington, D.C., March 30, 1959 


NATIONAL GUARD ENLISTMENT QUOTAS INCREASED DURING NEXT 3-MONTH PERIOp 


An increase of 11,000 in the number of young men without prior service who 
may be enlisted in the National Guard during the next 3 months was announced 
today by the Department of the Army. 

Of this number, 8,100 can be accommodated in the 6 months active-duty-train- 
ing program in the 3 months ending June 30. 

Additional funds for this purpose were released by the Department of Defense 
in order to raise the strength of the Army National Guard to that prescribed 
in the Department of Defense Appropriations Act of fiscal year 1959. 

Although the procurement of enlisted men for the Army National Guard is a 
responsibility of States, the Active Army Establishment will give whatever assist- 
ance the adjutant general of each State may request. 

The National Guard Bureau reported, however, that many Army National 
Guard units have waiting lists of qualified applicants who can now be enlisted 
under the increased quotas. 

(Revised State quotas for 6-month-active-duty training of National Guardsmen 
for each of the 3 months are available at the Army News Branch, Room 2E761, 
Pentagon. ) 

OBLIGATION AND REQUIREMENT SCHEDULE 


Senator Cuavez. At this point in the record I shall insert the obliga- 
tion and requirement schedule of the Army National Guard. 
(The tabulation referred to follows :) 


ARMY NATIONAL GUARD APPROPRIATION 


Obligation and requirement schedule 
(Dollars in thousands] 





Obligations] Obligations} Obligations} Additional! Revised 














Program and description Jan. 31, Mar. 31, June 30, Require- funding 
: 1959 1959 1959 ments require- 
(actual) | (estimated) (estimated) ments 
7000 Military personne! costs_--...-...--- $122, 424 $150, 000 $207, 454 $11, 600 $219, 054 
Annual active duty for training 
SS oats apmnieedaecnnsticteathinn oieeien 27. 483 27, 900 1 38, 741 2 900 39, 641 
Pay Guring Grills ................ 58. 078 74, 900 395, 789 49, 600 105, 389 
6-month Federal status open. 23, 656 31, 100 5 46 040 6 1,100 47, 140 
GEG oth aindabbadsbhndacuoees 13, 207 16, 100 DN fotaddcocccen 26, 884 
7100 Command and management---..--..-- 997 1, 200 MD Resins cack 1! 
cranes ees Sapper | 980 1, 250 ED Ban iikaneeaans 2, 519 
ee SS Eee eae 2,277 2. 900 Bo chbceeiewes 6, 400 
7400 Supplies and repair parts_......-..-- 8,177 10, 000 B64 GOD fawsedene. cs 14, 050 
7500 Services including equipment main- 
I  tnctnia te leetesese ta wiorgles mmacaan 59, 035 76, 200 SEE Sao sconances 102, 310 
7600 Antiaircraft defense._............---- 5, 459 7, 200 7 8,600 8 1,600 10, 200 
Total obligations Gatates reim- 
| 3 Pea eee eee 199, 349 248, 750 342, 893 13, 200 356, 093 
Ns Lila orl we nigtim 29g 656] — tacicinwdncendenecses~ aves 342, 093 13, 200 355, 293 


1 Limits participation in annual active duty for training in 4th quarter (within end strength of 400,000), 

? Provides for the revised rate of pay based upon obligations reported for training consummated in the Ist 
half of fiscal 1959. 

’ Limits participation to 44 armory drills, a reduction of 4 drills below the 48 programed. 

4 Provides for 48 armory drills. 

5 Limits the 6-month training input to 52,100 trainees and necessitates deferment of an additional 2,900 to 
fiscal year 1960 to meet the end strength of 400,000, 

6 Provides for a 55,000 trainee input. 

7 Limits acceleration of NIKE program and will su pagent but 1,650 man-years of an 1,816 program. 

Z — for the revised technician structure and program changes approved by the Department of 

the Army 
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FINANCIAL REQUIREMENTS 


Senator Cuavez. Now we will be glad to hear your statements, and 
I understand Secretary Finucane will be the first witness. 

Mr. Finucane. Mr. Chairman and members of the committee, the 
Secretary of Defense reported to the chairman of this committee by 
letter on March 16, 1959, that financial requirements not foreseen last 
fall had developed in the fiscal year 1959 Army National Guard 

rogram. 

This letter stated that $13.2 million was required in addition to the 
funds appropriated for the Army National Guard for fiscal year 
1959, to carry out the program as planned earlier in the year. 

The Army has prepared an emergency plan to cope with these finan- 
cial problems. This plan proposes the cancellation of four drills, the 
deferment of entry into training of some 6-month trainees until fiscal 
year 1960, and the deferment of certain logistical support. The pee 
strength of the National Guard, however, would not be changed by 
this plan, and would total 400,000 on June 30, 1959, as programed. 

H.R. 5916, now before the committee, provides a $10.3 million sup- 

lemental appropriation for the fiscal year 1959 Army National 

uard program, This supplemental will finance the drilling program 
in full, and the entry into training in fiscal year 1959 of the 6-month 
trainees originally programed. 

Under this bill, however, the Army would still be required to reduce 
logistical support for the National Guard by $2.9 million. 

ecretary Brucker, who is with me today, now has a brief state- 
ment for the committee, after which we will be happy to answer any 
questions which you may direct to us. 

Senator CuAvez. Very well, we will be glad to hear from Secretary 
Brucker. 

ARMY NATIONAL GUARD REQUIREMENTS 


Secretary Brucker. Mr. Chairman and members of the committee, 
it is indeed a pleasure to be invited to appear before the Senate Ap- 
propriations Committee on any occasion, but particularly on this 
matter of the National Guard which is very near to the heart of the 
armed services. 

On March 19, 1959, I appeared before the House Appropriations 
Committee for a discussion of problems which had developed in con- 
nection with the fiscal year 1959 financing of the Army National 
Guard. In response to questions by the House committee, it was 
brought out that the Army has an Army National Guard fiscal year 
1959 requirement for an additional $13.2 million to maintain the 
strength, paid drills, 6 months’ training program, and the air defense 
programs. I itemized these requirements as follows for the House 
Appropriations Committee : 

(a) The average pay for Army National Guard military personnel 
has increased because of longevity and a higher pay grade structure 
resulting from improved reenlistments, in the amount of $8.1 million. 

6) Attendance at paid drills increased 2.5 percent, creating an ad- 
ditional cost of $2.4 million. While this, of course, is a very interest- 
ing and desirable development, we could not foresee that there would 
be better attendance at our drills. We are happy to have it. Asa 
matter of fact, we should want to pay for things of that kind. 
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(c) The Army National Guard air defense program was accelerated 
in conjunction with the total air defense program, with increased costs 
of $1.6 million. In other words, the Army National Guard has taken 
over responsibility for more of the total air defense program of 
NIKE-AJAX and NIKE-HERCULES sites and is preparing to take 
more. It is a very interesting development and we are very pleased 
that this is being done, but it has increased the cost by $1.6 million, 

(d) Reinstatement of the requirement for 55,000 6-month trainees 
in the amount of $1.1 million. As to that, we are very anxious to 
receive these 6-month trainees because they constitute the new blood 
of the Army National Guard that we must have. They receive the 
load of those who have already served and put in their time and 
broaden the training base of the National Guard. 


NATIONAL DEFENSE ASPECT 


Chairman Haypen. I take it that all of these four items you men- 
tioned are highly advantageous, from the standpoint of national de- 
fense? We get our money’s worth, in other words? 

Secretary Brucker. It is very much in the interest of national 
defense and each item I mentioned bears directly upon it. 

It is noted that H.R. 5916, as passed by the House, provides $10.3 
million for implementation of the $13.2 requirement, I enumerated 
above. In other words, the House struck out from the basic require- 
ment $2.9 million, which is for logistical support. 

The House committee report No. 238 provides: 

If there are any reductions they should be made in maintenance and support 
expenses and under no circumstances should there be any reduction in paid 
‘drills and the 6-month trainee program. 

The only difference between what is required and what the House 
provided for is $2.9 million. That $2.9 million is what I am talking 
about and if we cannot justify it, we ought not get it. If we can 
justify it, we should receive the total amount of $13.2 million for 
the National Guard. 

Senator Cuavez. Mr. Secretary, at that point I will call your atten- 
tion to the first paragraph of your statement: 

In response to questions by that committee, it was brought out that the 
Army has an Army National Guard fiscal year 1959 requirement for an addi- 
tional $13.2 million to maintain the strength, paid drills, 6-month training 
program and an air defense program. 

That was brought out by the House? 

Secretary Brucker. That is right. 

Senator Cuavez. What do you think of the conclusion of the 
House ? 

EFFECT OF HOUSE ACTION 


Secretary Brucker. It is not seemly for me to comment on action 
by the House. I may, however, say this: If the amount in H.R. 
5916 prevails and the $2.9 million is not put back in, there will be 
a rather serious deferment of logistical support. We will not have 
the logistical support for equipment that has already been issued. 
It is a package, Mr. Chairman and members of the committee. Not 
that we say that it is either the full amount or nothing, it is, however, 
a package which we have developed and worked out together with 
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the Department of Defense and Mr. Finucane here. There is no 
difference between any of us on it and certainly the National Guard 
concurs. If we cannot justify it here today, I say again, we should 
not get it. If we do justify it, then it should be considered as a 
complete package without deferment of logistical support and mainte- 
nance. We are trying to keep the National Guard at a high status of 
training and at the right strength figure. It seems to me that I would 
be wrong if I did not stress to this committee my own fundamental 
personal belief that we ought to have the required funds. 

Senator Cuavez. In order to better acquaint the committee with 
your knowledge of National Guard matters, outside of your present 
official capacity, you have been in the National Guard, have you not? 

Secretary Brucker. I was. I went to the Mexican Border with the 
National Guard in 1916. I served with the National Guard and I also 
had, as Governor of my State, the National Guard, so I know some- 
thing about the guard. 

I have a very strong feeling about the capability of the guard at 
this moment. If anything should. happen, in any crisis that we may 
have, there are divisions of the National Guard that are in such a 
state of readiness that they could move right out in back of the active 
forces, within a matter of days. That is how well trained they are, 
and they ought to be kept that way. 

Senator Cuavez. Thank you, Mr. Secretary. Are there any ques- 
tions ¢ 

LETTER FROM MAJOR GENERAL WILSON 


Senator Haypen. I have received a letter from Maj. Gen. J. C. Wil- 
son, the adjutant general of the Arizona National Guard, pointing u 
the need for a deficiency appropriation for the Army National Guard. 
[should like a portion of General Wilson’s letter to be included in the 
record at this point. 

(The information referred to follows :) 


For the fiscal year 1959 these problems exist : 

1. The appropriation called for an Army National Guard of 400,000 and in- 
cluded funds for 55,000 6-month trainees. The Department of Defense, up until 
the last of February, had only released enough funds for 44,000 6-month trainees. 

2. Federal appropriations for fiscal year 1959 to support the Army National 
Guard were not sufficient to provide for the costs of military and civilian pay 
increases authorized by Congress, and as a result there are shortages in other 
areas of the program. A deficiency appropriation is necessary to prevent a 
reduction in the 6-month trainee program or in the number of unit training 
assemblies for the balance of this fiscal year. During this critical period of re- 
organization of the Army Guard, any reduction in trainee input or training as- 
semblies will affect the state of readiness of the Army Guard even more than 
under normal conditions. 

LOGISTIC SUPPORT 


Senator SatronsraLu. Mr. Chairman, let me ask this question: 

Mr. Secretary, as I listened to your statement, I gathered what you 
say is that if we keep out this $2.9 million with regard to the logistic 
support. as required by the House, we would have to put it back again 
in the 1960 budget ? 

Secretary Brucker. Yes, sir. 

Senator SaLronstatu. Because it is material that already has been 
distributed and what you are trying to do is to make that material use- 
ful to the National Guard; is that right ? 
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Secretary Brucker. That is precisely so. We want to make it use- 
ful right away. We do not want to have to defer it for another 6 
months or a year. We want to get it in their hands for training. 

Senator Cuavez. From a dollar-and-cents standpoint, what differ- 
ence would it make if you put it here or in the 1960 appropriation? 

Secretary Brucker. From a dollar-and-cents standpoint, very little, 
but the standpoint, as you pointed out, is the mission and purpose that 
this committee is interested in. It would defer it for a period of time 
that is serious, in my opinion. 

Senator Cuavez. Senator Saltonstall, do you have any further 
questions? 

RESTORATION REQUESTED 


Senator Sauronstautu. The only other question is this: Is this the 
only item in the Army that you are requesting ? 

Secretary Brucker. This is the only item on which any question 
has arisen. The House cut it down, as I say, $2.9 million. I am not 
in a position where I want to say other than I feel that if we defer 
this, it is going to be serious enough so that it will cause difficulties in 
the National Guard readiness posture. Now, it is going to be paid 
for eventually, anyway, in 1960 or 1961. If we have it now, however, 
we can do the planning, have the weapons in the hands of the troops, 
and get the vehicles and materials and other things that are involved 
in this $2.9 million. We will save a great deal of time on it. 

Senator Satronstauu. So that the other cuts made by the House 
you accept ? 

Secretary Brucker. No, sir; there were no cuts. As a matter of 
fact, they wanted to restore $10.3 million. 

Senator SatronsTat.. No; I mean the other items of the Army? 

Secretary Brucker. You mean the other Army items that are com- 
ing? I beg your pardon, Senator. I didn’t realize what you meant. 
s ae Sattonstatu. I thought you were speaking to the whole 

ill. 

Secretary Brucker. No; I am talking just to this National Guard 
part of it. 

Senator Sauttonstaty. Thank you. 

Secretary Brucker. My interest in this part is so strong that I came 
over here to be your witness for this business. I really feel very 
strongly about it. I regret that prior travel schedule will not permit 
me to present to you the complete bill. However, Secretary Milton is 
here and is prepared to defend the remaining items. 

Senator Cuavez. Senator Smith. 

Senator Smiru. No questions. 

Senator Cuavez. Do you have any questions, Senator Bible? 

Senator Biste. No questions. 

Senator Cuavez. Thank you very much. 


NEED FOR DEFICIENCY REQUEST 


Senator Cuavez. At this point in the record I shall insert supple- 
mentary information supplied by the National Guard Bureau at the 
request of the committee indicating the requirements for additional 
funds and the impact of deferring the $2,900,000 in logistical support. 

(The information referred to follows :) 





| 








e- 


T- 


at 
18 


er 


ne 


yn 
ot 
er 
In 
id 


rT, 


le 


le- 
he 
al 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 363 


REQUIREMENTS FOR ADDITIONAL FUNDS 


The requirements for additional money in fiscal year 1959 now under considera- 
tion by this committee have occurred because the Army National Guard has im- 
proved in those very areas most desired by the Congress. 

(1) Attendance at armory drills is closer to 100 percent than ever before in 
its history. During this fiscal year, the national average drill attendance has in- 
creased from 88 percent to 90.6 percent. 

(2) More guardsmen are reenlisting and staying in the guard longer through 
repeated reenlistments. The reenlistment rate is 76 percent this fiscal year, 
compared to 72.5 percent last fiscal year, annually 50,000—fiscal 1959, 70,000. 

(3) More guardsmen are becoming qualified and are being promoted to higher 
grades to fill authorized vacancies. In part, since 6 months input has hitherto 
been restricted, privates are down by 25 percent, but corporals have gone up 
17 percent. However, the grades above corporal show a slight decline over last 
July. 

(4) The National Guard Nike air defense program has been accelerated along 
with the rest of the Army Nike air defense system. Two Nike-Hercules bat- 
talions were added in fiscal year 1959 for Hawaii, and the training for con- 
tinental air defense units was accelerated so they can take over missile sites 
from 3 to 6 months earlier. 

Therefore, our dollar deficiencies in fact testify to the success of the Army 
National Guard program, though that success regrettably produces the neces- 
sity for a supplemental appropriation in fiscal year 1959. 


IMPACT OF DEFERRING $2.9 MILLION IN LOGISTICAL SUPPORT 


Since funds in the fiscal year 1960 budget request are insufficient to permit 
absorption of any fiscal 1959 shortages, any deferment to fiscal 1960 will of 
necessity mean deferrals into fiscal year 1961, or until such time as the Army is 
permitted to request additional funds for the National Guard to recover from 
any delayed logistical support. 

To reduce logistical support by $2.9 million at this time will require— 

(1) Deferring the purchase of repair parts, tool sets, and test sets for new 
equipment, 

(2) Delay the redistribution of equipment between the States, and 

(3) Shipments from depot, to support minimum training requirements of the 
reorganized Army National Guard, 

(4) The replacement of equipment which is at the end of its useful life, and 

(5) Return of excess equipment as a result, of the reorganization. 

Tool sets, repair parts, and test sets are required to maintain that new equip- 
ment which has already been received or is now en route. For example: 


107 M56 self-propelled 90 mm. guns 600 M59 armored personnel carriers 
1,050 M48 medium tanks 162 TD 18 and TD 20 tractor-dozers 


All new equipment is immediately put in the hands of troop units for their 
training at home station in preparation for the summer’s annual field training, 
and it will be, of course, also used this summer in annual field training exercises. 
The tool sets, repair parts, and test sets are essential to maintain such equip- 
ment and to keep it operational for training. 

In addition, the reorganization has resulted in the Army National Guard 
having new combat and service support units added to its troop structure, such 
as— 

Tactical carrier battalion, a Transportation Corps boat battalion, various types 
of Army aviation units inducting new supporting maintenance platoons and main- 
tenance companies, a real increase in the number of signal communications and 
signal construction units to provide the more extensive communications required 
on the atomic battlefield. All of these units require repair parts, new tools, 
and test sets to maintain the new equipment involved. 

We have had to shortchange ourselves logistically in the field of equipment 
maintenance increasingly more each year since 1955. Our records show that the 
backlog of equipment deadlined for lack of parts each spring, when its avail- 
ability for the summer’s field training is critical, has built up annually from $93 
million value in 1955 to the current deadlined equipment valued at $244 million, 
an increase in this backlog of 250 percent. 


364 | SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


The nationwide reorganization of the Army National Guard, 60 percent of 
which is already underway, has produced a requirement for lateral distribution 
between the States of heavy equipment now on hand for the training of the 
reorganized and converted units, and for new equipment from Army depots. 

We must pay for these interstate shipments, and we must also pay from 
National Guard funds for the shipments from depots. 

For example: 


8-inch howitzers, self-propelled 


To New Hampshire from West Virginia. 


To Texas, Arkansas, Georgia, Tennessee, and New Jersey from Kentucky and 
from Army depot. 


8-inch howtizers, towed 


‘To Massachusetts and Rhode Island from New Hampshire. 

To the 19 other infantry divisions from depots: New York, Pennsylvania, 
Virginia, North Carolina, South Carolina, Mississippi, Arkansas, Texas, Okla- 
homa, California, Washington, Minnesota, Wisconsin, Michigan, Indiana, Illinois, 
Ohio, Kansas, and Iowa. 


Twin 40-millimeter self-propelled guns 

To Maine from New Jersey. 

To Virginia from Delaware. 

To Oregon from California and Washington. 

To Ohio from Colorado, Wisconsin, Kansas, and Indiana. 

From depot to Massachusetts, Alabama, Georgia, North Carolina and South 
Carolina. 


Armored personnel carriers 


To Mississippi from Tennessee. 
To Maine from Army depot. 


M-41 tanks 


To Maine from New Jersey. 
To Arizona from depot. 


Ordnance maintenance equipment 


To New Mexico from Missouri. 
To Nevada from Michigan. 


155 howitzers, towed 


To nondivisional battalions in Idaho and Colorado; and 

To 21 infantry divisions in Rhode Island, Connecticut, Vermont, New Jersey, 
Pennsylvania, Maryland, Virginia, North Carolina, South Carolina, Florida, 
Mississippi, Alabama, Arkansas, Louisiana, Oklahoma, Texas, Colorado, Wash- 
incton, Oregon, Minnesota, Wisconsin, Michigan, Illinois, Indiana, Ohio, New 
Jersey, Massachusetts, Georgia, Tennessee, Nebraska, Iowa, Kansas, Missouri. 

From depot. 


105 SP howitzers 


To Florida from Georgia. 
To Colorado from Kansas. 


New M-48 tanks 
Tennessee and West Virginia. 


REPLACEMENT OF EQUIPMENT 


As stock-funded equipment reaches its life expectancy and the time when it 
is no longer economically repairable, replacement is required to maintain the 
equipment readiness of the Army National Guard. For example: 

The maximum safe life of a parachute is 7 years. The bulk of our parachutes 
were acquired 6 and 7 years ago. Some have reached the maximum safe age 
and more are reaching that age each month. To defer the replacement cycle 
would necessitate grounding the Army National Guard aircraft at those loca- 
tions until replacement parachutes can be obtained. Procurement lead time is 
from 30 to 45 days. 
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RETURN OF EXCESSES TO DEPOT 


Excesses of equipment generated by the reorganization and not required in 
other States will require wasteful storage and maintenance until funds are avail- 
able for return shipment to depots. 


SUMMARY OF REQUESTS 


Senator Cuavez. The Department of the Army has several other 
items which we will now hear. These are “Military personnel” for 
fiscal years 1956 and 1957 in the amounts of $7,100,000 and $7,900,000 
respectively ; “Operation and maintenance” in which a restoration of 
$4,240,000 is requested and two title IT pay-raise items for which, for 
“Research and development” $910,000 restoration is requested, and 
“Operation and maintenance, Alaska Communication System,” for 
which $17,600 is asked to be restored. 

So at this. point in the record I shall insert restoration requests 
submitted by the Secretary of Defense with his letter of April 4, and 
tabular submission showing program and financing and object classi- 
fication for the above items. 

(The material referred to follows :) 


THE SECRETARY OF DEFENSE, 
Washington, April 4, 1959. 


Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, U.S. Senate. 


DEAR Mr. CHAIRMAN: The Department of Defense has reviewed H.R. 5916 
as passed by the House of Representatives on March 24, 1959. In our opinion, 
many of the proposed reductions in the estimates for supplemental appropria- 
tions for fiscal year 1959 would make it necessary for us to take actions which 
would adversely affect essential programs of the Department of Defense. We 
urge, therefore, that your committee give consideration to the requests for resto- 
ration which are transmitted with this letter. 

Prior to the submission of the estimates we explored all practical means of 
absorbing the added costs for which no appropriations had been made for fiscal 
year 1959. After this critical review of the situation, estimates were submitted 
only for those amounts which could not be absorbed without detrimental effect 
on necessary programs. Nothing has happened since the estimates were sub- 
mitted to change substantially the requirement for these supplemental funds. 

For example, supplemental funds required for the pay of civilian personnel 
were requested only after taking into consideration possible savings resulting 
from a 2-percent overall reduction in civilian personnel in the Department of 
Defense which is being accomplished during fiscal year 1959. As you know, 
there is a point in time in the last quarter of a fiscal year when savings from 
forced reduction of personnal are more than offset by the costs of payment for 
accrued annual leave. 

Supplemental funds were requested to finance a portion of the unbudgeted 
costs incurred for activities which were necessary as a result of emergency 
operations in Lebanon and Taiwan. To the extent that these funds are not 
appropriated it will be necessary to postpone or curtail the procurement of 
needed supplies and services and to further defer necessary maintenance. 

Statements are being provided to your committee explaining each item for 
which we request restoration. If the committee has questions concerning these 
proposed amendments, witnesses most knowledgeable on the subject stand ready 
to provide any additional details. 

For those items for which no amendments are proposed the reductions by the 
House are accepted by the Department of Defense. 

Sincerely yours, 
Net McELroy. 
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DEPARTMENT OF THE ARMY 
CivIL FUNCTIONS 
CEMETERIAL EXPENSES, DEPARTMENT OF THE ARMY 
(Bill p. 8, line 12) 


(House hearings, p. 710) 


ea ct tai ethene eatin $6, 878, 000 
ION 5 hr si aa be dole ric eee me eee 6, 915, 000 
Supplemental request (House document) —~--------------------~- 535, 000 
ce ie ise enna ee iam ms ema 521, 500 
Ne neces aie ia ii crenee sons a tc eoen teeta 13, 500 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 8, line 15, strike out “$521,500” and insert in lieu thereof $535,000,” an 
increase of $13,500 over the House-approved amount or the same as the budget 
estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $13,500 to ‘‘Cemeterial expenses, De- 
partment of the Army” appropriation. 

The restoration would provide for the following : 

Full payment of the 10 percent average pay raise for classified personnel as 
authorized by Public Law 85-642. 


JUSTIFICATION OF PROPOSED AMENDMENT 


Funds provided for the pay of classified employees under the appropriation, 
“Cemeterial expenses, Department of the Army” are used for the following: 

(a) Salaries of national cémetery superintendents and personnel required 
for arranging for and conducting funerals, services to the public, and admin- 
istration of other cemetery affairs in general. 

(b) Salaries for personnel engaged in coordination and technical and staff 
supervision of all activities involved in the establishment, development, mainte- 
nance, operation, and administration of the cemetery installations; the determina- 
tion of eligibiilty for interments and for headstones as well as processing corre- 
spondence with next of kin and others and maintaining the permanent records. 

There are 249 classified positions employed in the discharge of the above 
functions for 118 cemeterial installations and for the procurement of approxi- 
mately 113,000 headstones and markers in fiscal year 1959. Over the past 5 
years, there has been an average annual increase of 8 percent in requests for 
interments and in applications for headstones. 

The potential eligibles have not and will not diminish in the foreseeable future. 
Therefore, the normal expectation is that this annual percentage of increase 
will continue. The second supplemental appropriation bill, fiscal year 1959, 
as approved by the House of Representatives, includes $100,000 for the pro- 
curement of headstones to obviate a delay in procurement of those applied for. 
At the same time, the House has assessed a reduction of $13,500 against the 
salaries of required personnel. The application of the reduction to classified 
personnel will force a 7 percent reduction of employees in the fourth quarter, 
fiscal year 1959, and will result in loss of experienced personnel in this work, 
and therefore, deferral of essential activities. 


HOUSE COMMITTEE REPORT 


The committee has approved $521,500 for cemeterial expenses, Department 
of the Army. This includes $100,000 for the procurement of additional head- 
stones, $300,000 for wage board pay increases, and $121,500 for other pay act 
costs. 
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DEPARTMENT OF THE ARMY 


CONSTRUCTION OF POWER SYSTEMS, RyUKYU ISLANDS 


(House hearings, p. 721) 


I te dernier Rteniainianteni-enieaineeiihnprdnbioreinnmmteine memes $1, 513, 000. 
a eorourauion (feCmar OCC)... QW a eam 0 
Supplemental request (House document) —~-.--------------_------ 10, 000, 000 
I a es ea ecw carmen cae eenen abn 0 
DNNNIECR TOUUOUIOG 65 56 wewiemicetnts minnie btm seem ennes 10, 000, 000 


The Department of the Army requests the following amendment. 


PROPOSED AMENDMENT 


Page 8, after line 21, insert ‘Construction of power systems, Ryukyu Islands, 
$10,000,000, the amount of the budget estimate, to remain available until 
expended.” 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will provide during fiscal year 1959 the funds needed 
to undertake the construction of an addition to the power generating system on 
Okinawa in the Ryukyu Islands. This provision was omitted from the House 
bill, H.R. 5916, Report No. 238, page 4, as cited below. 

If the requested amendment is not provided, there will be a delay of undeter- 
mined duration in the construction of facilities required to relieve a critical 
shortage in generating capacity. 

HOUSE REPORT 


(Report No. 238, p. 4, Ist par.) 


“The Committee has denied the request of $10,000,000 to construct additional 
electric power generating facilities in the Ryukyu Islands. Funds were requested 
for the same purpose in the last session of Congress and denied. An investiga- 
tion has been underway to determine the need for the facilities and action can 
be deferred until the 1960 Budget Estimates are considered.” 


JUSTIFICATION OF PROPOSED AMENDMENT 


There is an urgent need for the electric power generating facilities to be con- 
structed under the provisions of the requested amendment. This need was 
initially recognized in 1956 when the increased requirements of the U.S. Forces 
and the mounting demands of the resurgent domestic economy pointed up the 
imminent overloading of the existing power system. The Department of the 
Army therefore requested the appropriations in the fiscal year 1958 budget but 
was provided funds sufficient only for sorely needed transmission lines. The 
request, again presented in fiscal year 1959, was not granted as both Houses of 
the Congress indicated that the matter should be further investigated. The 
Department of Army has therefore completed studies of the power situation and 
prepared reports thereon which have been filed with the Congress. 

The existing Okinawa power facilities have a firm capacity of 79,650 kilowatts. 
Combined demand of the local economy and the military base will exceed this 
firm capacity by the end of 1959 and will continue to rise rapidly thereafter. 
Additional demand stems in considerable part, from high priority military con- 
struction, already authorized and funded, including the Marines new Camp 
Hansen. The minimum leadtime required to complete the proposed facility is 
82 months from the date funds are made available. To delay the proposed 
expansion of power facilities could result in the rationing of power to civilian 
and even to military consumers and, at best, will lead to everyday use of un- 
reliable, inefficient, and highly expensive generating units which should be kept 
only on an emergency, standby basis. 

In view of the urgency of the requirement to initiate construction of additional ~ 
generating facilities, the Department of the Army obtained executive department 
approval to include the power construction appropriation in the fiscal year 1959 
supplemental request. 

It is pointed out that under a plan approved by the Bureau of the Budget, the 
appropriations requested by this amendment will be supplemented by earnings 
of the Ryukyu Electric Power Corporation, a corporation controlled by the U.S. 
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civil administration of the Ryukyu Islands, and established to administer the 
power assets provided through U.S. appropriations. 

In summary, favorable action on the amendment proposed herein will mean 
the initiation of construction work some 4 to 6 months sooner than would other- 
wise be possible, and thus prevent the aggravation of an already critical disparity 
between power requirements and capabilities on Okinawa. 


DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL, 1956 
(Bill, p. 9, before line 4) 


(House hearings, p. 255) 


ORIENT S220 LS, Ses ok 2 i rnin $3, 679, 095, 000 
RTI NINN Srey De eee epee einen 7, 100, 000 
catia tchebiesiini eatin tones 0 
nnn SNOT oh Seni A ieee 7, 100, 000 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Add the following amendment on page 9, after line 3 “For additional amount, 
fiscal year 1956, for ‘Military Personnel’, $7,100,000,” an increase of $7,100,000 
over the House approved amount, and the same as the deficiency estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will provide funds to permit closing of this account, 
In accordance with the act of July 25, 1956 (31 U.S.C. 701), each annual appro- 
priation is required to be closed after the end of the second fiscal year follow- 
ing the year of availability for obligation. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The facts and circumstances surrounding this deficiency are covered in detail 
in the report of violation of Revised Statutes 3679 previously submitted to the 
Congress. The fiscal year 1956 report, No. 432, is dated December 12, 1957. 

Although the strength of the Army was held within the numbers specified in 
approved personnel programs for fiscal year 1956, a deficiency of approximately 
two-tenths of 1 percent occurred in this appropriation. In fiscal year 1956 this 
was due primarily to difficulty in estimating, with preciseness, the cost of in- 
ereased military personnel compensation and dependency benefits granted late 
in fiscal year 1955 and the number of enlisted men entitled to draw those 
benefits. 

Even though these forecasts resulted in a deficiency of less than two-tenths 
of 1 percent, the Army recognizes its obligation to manage this program so as 
to remain within its appropriation limitations. Following this deficiency the 
Army initiated positive action aimed at improved budgeting and fiscal manage- 
ment. Appropriate action has been taken by the Secretary of the Army to 
insure that fundamental decisions of personnel management which involve costs 
are related to funds available in the appropriation. In addition, he has estab- 
lished definite responsibility for fund control. 

These corrective actions have resulted in more accurate budgeting, improved 
management and more effective control. Proof of this is evident in the fact that 
the fiscal year 1958 account is in a solvent status as is the fiscal year 1959 
account. Although the joint committee now studying financial management 
within the military personnel appropriations may suggest additional improve- 
ments, the Army has already made considerable progress in this regard. 


HOUSE COMMITTEE REPORT 


“The committee has provided no additional funds for ‘Military personnel, 
Army,’ for the fiscal years 1956 or 1957 to liquidate obligations incurred in 
violation of the Antideficiency Act. In its report to the Congress the Depart- 
ment states that the violations resulted from an inadequate system of fund 
control in effect at that time. While it is indicated that corrective measures 
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have been taken that are designed to prevent future deficiencies, it was testified 
that a recurrence is entirely possible. The report also states that the overall 
matter of improved financial management within the military personnel appro- 
priations is the object of a detailed study now being conducted by representa- 
tives of the Bureau of the Budget, General Accounting Office, Department of 
Defense and each of the three services. Until this study is completed and re- 
sponsibility for fund control is achieved, the committee can see no reason to 
relieve the Department of the liability for these deficiencies, which are admit- 
tedly violations of the law.” 


DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL, 1957 


(Bill p. 9, before line 4) 


(House hearings, p. 255) 


tn fs encima tn Suceava tint ise Doiatbikascitioienminanmsins $3, 566, 704, 000 
I I icin wince une in in aelentbaleeliatcnialabled talib ameniesetrensocsienise 7, 900, 000 
i INN escheat cadet hdres an aoc 0 
nn rN ncn cuesdepessn anseatincensnimcenin el deter thesia aie 7, 900, 000 


The Deptrtment of the Army requests the following amendment: 
PROPOSED AMENDMENT 


Add the following amendment on page 9, after line 3 “For additional amount, 
fiscal year 1957, for ‘Military Personnel’, $7,900,000,” an increase of $7,900,000 
over the House approved amount, and the same as the deficiency estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will provide funds necessary to permit closing of 
the accounts. In accordance with the act of July 25, 1956 (31 U.S.C. 701), each 
annual appropriation is required to be closed after the end of the second fiscal 
year following the year of availability for obligation. 


JUSTIFICATION FOR PROPOSED AMENDMENT 


The facts and circumstances surrounding this deficiency are covered in de- 
tail in the report of violation of Revised Statutes 3679 previously submitted 
to the Congress. The fiscal year 1957 report, No. 483, is dated December 31, 
1958. 

Although the strength of the Army was held within the numbers specified 
in approved personnel programs for fiscal year 1957, a deficiency of approxi- 
mately two-tenths of 1 percent occurred in this appropriation. In fiseal year 
1957, the deficiency occurred as a result of underestimating the number of en- 
listed men entitled to draw dependency benefits. 

Even though these forecasts resulted in a deficiency of less than two-tenths 
of 1 percent, the Army recognizes its obligation to manage this program so as to 
remain within its appropriation limitations. Following this deficiency the Army 
initiated postive action aimed at improved budgeting and fiscal management. 
Appropriate action has been taken by the Secretary of the Army to insure that 
fundamental decisions of personnel management which involve costs are re- 
lated to funds available in the appropriation. In addition, he has established 
definite responsibility for fund control. 

These corrective actions have resulted in more accurate budgeting, improved 
management and more effective control. Proof of this is evident in the fact 
that the fiscal year 1958 account is in a solvent status as is the fiscal year 1959 
account. Although the joint committee now studying financial management 
within the military personnel appropriations may suggest additional improve- 
ments, the Army has already made considerable progress in this regard. 


HOUSE COMMITTEE REPORT 


“The Committee has provided no additional funds for ‘Military personnel, 
Army,’ for the fiscal years 1956 or 1957 to liquidate obligations incurred in 
violation of the Antideficiency Act. In its report to the Congress the Depart- 
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ment states that the violations resulted from an inadequate system of fund 
control in effect at that time. While it is indicated that corrective measures 
have been taken that are designed to prevent future deficiencies, it was testi- 
fied that a recurrence is entirely possible. The report also states that the 
overall matter of improved financial management within the military personne] 
appropriations is the object of a detailed study now being conducted by repre- 
sentatives of the Bureau of the Budget, General Accounting Office, Department 
of Defense and each of the three services. Until this study is completed and 
responsibility for fund control is achieved, the committee can see no reason 
to relieve the Department of the liability for these deficiencies, which are a@- 
mittedly violations of the law.” 


DEPARTMENT OF THE ARMY 
OPERATION AND MAINTENANCE 
(Bill, p. 9, line 6) 


(House hearings, p. 262) 


ae sacics ssh aiaaiasaiwinie $3, 236, 288, 800 
oe eeooriation (resuler act) —..............-------n--<-nenon 3, 078, 208, 000 
Supplemental Request (House document) __-.-_-_-__________ 42, 400, 000 
on titel i aml Ae eS SETS oh iho Se sR SA Se 38, 160, 000 
I creer 4, 240, 000 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 9, line 6, strike out $38,160,000” and insert in lieu thereof “$42,400,000”, 
in increase of $4,240,000 over the House approved amount, and the same as the 
supplemental estimate. 


EFFECT OF PROPOSED AMENDMENT 


The proposed amendment will restore $4,240,000 to the Army “Operation and 
maintenance” appropriation request for supplemental funds in fiscal year 1959. 
This restoration will assist in covering the added requirements occasioned by 
Public Law 85-462 and by the Middle East emergency situation in the first 
quarter of fiscal year 1959. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The Army “Operation and maintenance” appropriation has faced significant 
unprogrammed and unbudgeted requirements in fiscal year 1959. Principal re- 
quirements of this nature for which no funds have been provided to the Army 
are as follows: 

Amount 

Item (millions) 

Implementation of the civilian pay raise provided by Public Law 835-462__ $17.4 
Preparation for, participation in and recovery from the Middle East 


I ees ncladiipraeonsininahen iin eme 30. 4 
ae Mest /reiwan). cmergency situation._..._.......................------ 2.3 
Support of an active Army average strength of 887,300 instead of the pro- 

eramed average strength of 878,400_..___._______..._.-.-...-....----- 13.4 
Support of increased numbers of Reserve component personnel undergoing 

ee NR a a 13 
Increase in pay scales of wage board employees including those hired 

I III Ol atatctanisi treatin gucepenamnenpesnaptomenconamermnen poananeanen 43.7 
Increase in rates charged by the Military Air Transport Service___-_--~- 4.4 
Increase in dependents’ medical care program____.-------------------- 4.9 
i ala tenement ee eegetemrnene i. 3 
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The Army’s supplemental request for $42.4 million is required to alleviate the 
financial condition of the operation and maintenance appropriation in fiscal year 
1959. If the full amount of the supplemental is appropriated, Army operations 
will still absorb over $90 million in unprogramed requirements arising since the 
beginning of fiscal year 1959. Additionally, the Army is currently faced with 
the possible emergency over Berlin. Although the costs of actions to improve 
the operational readiness of the Army in preparation for the Berlin situation are 
not yet known, $14.8 million of the supplemental funds requested and spent for 
the Lebanon situation have already been allocated, on a deficiency basis, to 
U.S. Army, Europe to assist bringing 7th U.S. Army to a satisfactory state of 
operational readiness. It is estimated that this is approximately one-half of the 
amount required for U.S. Army, Europe alone and does not include assistance to 
the technical services in their support of our forces in Europe. 


HOUSE COMMITTEE REPORT 


The committee has approved $38,160,000 for operation and maintenance, a 
reduction of $4,240,000 in the budget estimate. It includes $22,500,000 to finance 
unbudgeted costs incurred for activities which arose as a result of emergency 


operations in Lebanon, and $15,660,000 for the cost of pay increases for classified 
employees. 


DEPARTMENT OF THE NAVY 
MILITARY PERSONNEL, NAVY 


(Bill p. 9, line 15) 
(House hearings, pp. 289-308 ) 


OUI TCOTAE CR OOTS «ANA i ia cect eigen cen $2, 294, 270, 000 
pemeanorooriatnon: (rormer ACL) ....................-....... 2, 385, 720, 000 
eeementa: request. GE. 00; OP)... aes 36, 735, 000 
I ie aces 33, 061, 500 
nuns -DRnIInNGeN. Wo Se ee 3, 673, 500 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 9, line 15, strike out “$33,061,500” and insert in lieu thereof “$36,735,000”, 
an increase of $3,673,500 over the House-approved amount, and the same as the 
budget estimate. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $3,673,500 to the “Military personnel, 
Navy” appropriation. 

The requested supplemental would enable the Navy to carry out the plans 
approved by the Secretary of the Navy and Secretary of Defense which represent 
the minimum strength of 630,000 (15,000 under the begin-year strength) re- 


quired for the Navy to discharge its assigned mission in the most austere 
manner. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The total supplemental requested is required for the Navy to execute the ap- 
proved personnel plans. Failure to carry out the plans and meet the approved 
end strength would reduce the Navy’s manpower to an unacceptable level and 
would seriously jeopardize the effectiveness of the operating forces. A reduction 
of approximately 11,000 personnel to an end strength of 619,000 would be re- 
quired. Such a reduction would soon further reduce the already critically low 
fleet manning level of 80.5 percent in the order of another 3 percent. 


HOUSE COMMITTEE REPORT 


The need for these additional funds is due primarily to the added costs gen- 
erated by the crisis in the Middle East and Far East. While a considerable part 
of the supplemental requests are attributable to such activities, and to increased 
pay act costs, the committee is not convinced that the full amount requested is 
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needed. Some reductions have been made in each item and the specific amounts 
for each item of appropriation are set forth in the table at the end of this report. 


DEPARTMENT OF THE NAVY 
AIRCRAFT AND FACILITIES, NAVY 
(Bill p. 9, line 18) 

(House hearings, p. 309) 


NN ec ei indies $845, 844, 651 
See aeerenrentien {resnier Act ) o..6 0 a 5s 837, 868, 000 
eee) RemORE 4.05. BRNO. eis ee eee ee 20, 000, 000 
a am ar Saal ce he enter eneneneeede 18, 000, 000 
IC as encase onl alinewenodacnon 2, 000, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 9, line 18. strike out “$18,000,000” and insert in lieu thereof “$20,000,000”, 
an increase of $2,000,000 over the House-approved amount, and the same as the 
budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $2 million to the Navy Aircraft and fa- 
cilities appropriation. 

The restoration would provide for procurement of technical material support- 
ing flight operations and aircraft overhaul. 

If the restoration is not provided essential procurement of technical material 
in support of naval aviation readiness will be reduced by $2 million. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The amount of the supplemental required was determined after all possible 
economies had been taken into account. Further, the Lebanon and Taiwan por- 
tion of the supplemental request does not include costs such as drawdown on 
stocks of material and equipment, and replenishment of these items must wait 
until subsequent years. 

In addition to deferring replenishment procurements, the Navy is absorbing 
within funds already appropriated all other unbudgeted requirements, the largest 
being some $18 million in blue-collar wage increases which have occurred since 
the budget was submitted last year. Part of this absorption is being made pos- 
sible by curtailing operations where feasible and by closing a number of stations 
and reducing the scope of operations at others. 

Aviation operations following the Lebanon and Taiwan alerts have been cur- 
tailed to the maximum consistent with the interests of national defense. In tak- 
ing these actions, the Navy has done all it can to reduce or defer requirements. 
The full amount of the $20 million requested is required to carry aviation pro- 
grams through the end of the year even on a reduced scale. 


HOUSE COMMITTEE REPORT 


The need for these additional funds is due primarily to the added costs gener- 
ated by the crises in the Middle East and Far East. While a considerable part 
of the supplemental requests are attributable to such activities, and to increased 
pay act costs, the committee is not convinced that the full amount requested is 
needed. Some reductions have been made in each item and the specific amounts 
for each item of appropriation are set forth in the table at the end of this report. 
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DEPARTMENT OF THE NAVY 
SHIPS AND FACILITIES 
(Bill p. 9, line 21) 


(House hearings, pp. 325-333) 


IT cs $821, 783, 509 
Pec gmrrenraniOn (reeuinr ACty oe 780, 408, 000 
UNI, III, UE, ON, I oo eect rane enineneiaienes 20, 000, 000 
I ce ee eect cig 18, 000, 000 


ee cig cng eeciinin 2, 000, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 9, line 21, strike out “$18,000,000” and insert in lieu thereof “$20,000,000”, 
an increase of $2,000,00 over the House-approved amount, and the same as the 
budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $2 million to the Navy Ships and 
facilities appropriation. 

The restoration would provide for the following: Reinstatement of about 6 
overhauls which had to be deferred to meet the costs of the Lebanon and Taiwan 
crises. 

If the restoration is not provided, the material readiness of a number of fleet 
ships, and their ability to contribute effectively to fleet missions, will be substan- 
tially impaired. 

JUSTIFICATION OF PROPOSED AMENDMENT 


The Lebanon and Taiwan crises brought into sharp focus the continued neces- 
sity for a rapid deployment capability in the fleet. This capability rests not 
only on the number of ships in the fleet, but also on their individual material 
readiness. Reprograming has already exhausted the resources of the appropria- 
tion in order to provide adequate material readiness in as many ships as possible. 
Despite that reprograming, 38 ship overhauls had to be deferred for lack of 
funds. The full $20 million originally requested is essential to restore 19 of the 
most urgent deferred overhauls and to procure required hull and machinery 
material. The alternative is to risk breakdown of vessels for lack of overhaul, 
to increase the cost of those overhauls when reinstated with fiscal year 1960 
funds and to disrupt the fiscal year 1960 overhaul and operating schedules in 
order to accommodate the deferred overhauls. 


DEPARTMENT OF THE NAVY 
ORDNANCE AND FAcInities, NAVY 
(Bill p. 10, line 3) 


(House hearings, pp. 3383-335) 


moe appropriation (adjusted) _......-_................_........ $158, 172, 448 
Pmonronriniion | (Perginr A0t ).. <= oe te eee 149, 850, 000 
Supplemental request (H. Doe, No. 58) ~-.-.--_-------..--.-.__- 4, 246, 000 
I a ge de eo 3, 822, 000 
I I a a an cal pec 424, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 3, strike out “$3,822,000” and insert in lieu thereof ‘$4,246,000”, 
an increase of $424,000 over the House approved amount, and the same as the 
budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $424,000 to the Navy “Ordnance and 
facilities” appropriation. 
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The restoration would provide for the procurement of 424 MK-64—0 primary 
proofing batteries for MK-44 torpedoes at a unit cost of $1,000. Procurement of 
these batteries has already been delayed 3 months due to the additional fund 
requirements incident to the Taiwan-Lebanon crises. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The requested amendment will restore $424,000 to the Navy “Ordnance ang 
facilities” appropriation. The Taiwan and Lebanon crises required the Navy to 
expend $990,000 for torpedo batteries. This was an unplanned and unexpected 
additional expenditure. These funds were provided from the appropriation 
“Ordnance and facilities, Navy,” from those originally intended for proof bat- 
teries for the MK-44 torpedo. If the $424,000 is not restored it will be necessary 
either to delay the procurement of proof batteries for the new MK—44 torpedo and 
thereby delay further the delivery of this important ASW weapon to the fleet (a 
delay of 3 months has already been incurred) or to reprogram within the appro- 
priation. Such reprograming, if it is possible, will be so drastic that other im- 
portant programs will be reduced and in view of the already unexpected heavy 
demands on this appropriation it does not now appear practical to effect such 
reprograming. 

HOUSE COMMITTEE REPORT 


* * * The need for these additional funds is due primarily to the added costs 
generated by the crises in the Middle East and Far East. While a considerable 
part of the supplemental requests are attributable to such activities, and to 
increased pay act costs, the committee is not convinced that the full amount 
requested is needed. Some reductions have been made in each item and the 
specific amounts for each item of appropriation are set forth in the table at the 
end of this report * * *” 


DEPARTMENT OF THE NAVY 
MEDICAL CARE, 1958 


(Bill p. 10, before line 4) 


(House hearings, p. 352) 


Neen nn ein sitemeips ae wiedeenne= $85, 857, 000 
SE UNE O, ROGS, TN GD, U s eermntee nia tere memmenieepnes 9, 050, 000 
ee SSR Ce Se cn a 0 
i a ans tinpaiieeneseeenee 9, 050, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, after line 4, insert the following: “For an additional amount, fiscal 
year 1958, for ‘Medical Care’, $9,050,000.” 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $9,050,000 to the Navy “medical care” 
appropriation for fiscal year 1958. 

The restoration would provide funds to reimburse the Army and Air Force 
for medical care provided active duty and retired Navy and Marine Corps 
personnel and their dependents. 

If the restoration is not provided it will not be possible for the Navy to reim- 
burse the Army and Air Force for medical care provided active duty and re- 
tired personnel and their dependents. 


JUSTIFICATION OF PROPOSED AMENDMENT 


These funds are required to reimburse the Army in connection with care of 
dependents in civilian facilities, bills for which already have been paid by the 
Army; also to reimburse the Army and Air Force for care of active duty and 
retired personnel and their dependents in medical facilities of those uniformed 
services. 

The funds requested will not be available for the purpose of creating new 
obligations but will be transferred to the Army and Air Force to clear their 
accounting records. 
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HOUSE COMMITTEE REPORT 


The committee considered two items for medical care, one is primarily to 
reimburse the Army for a deficiency incurred in fiscal year 1958, and the other 
is to finance increased costs for the current year. The committee has again, as 
in the last session of Congress, denied the request for $9,050,000 for 1958 to 
erase this liability on the books. 


DEPARTMENT OF THE NAVY 
CIvIL ENGINEERING 
(Bill p. 10, line 9) 


(House hearings, p. 336) 


RNIN RG ns A a a ic $131, 768, 808 
BeOPORMI@tION: (TOSUIAT ACL) icine ccc ce eeeerceewceeneoe 125, 554, 000 
Supplemental request (H. Doc. No. 58) ------------------------- 3, 732, 000 
i i cockatiels ali essa ted Kip al vince tcasdnnecet tbe 3, 330, 000 
I sd sds te iclnioe ann Nese atiainicoeod 402, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 9, strike out “$3,330,000” and insert in lieu thereof, ‘‘$3,732,000”, 
an increase of $402,000 over the House-approved amount, and the same as the 
budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $402,000 to the Navy “civil engineering” 
appropriation. 
The restoration would provide for the following: 


COAT a tact kan Be ape i naan ea $335, 200 
URL, «CV RUNOIND CC gin Si csi wha atiostand od besinta laces aden boaneas 50, 000 
ner, OF M@ADOC CUINOIMNCIG o.oo sh ed iment 16, 800 

ae els a a er a Se 402, 000 


If the restoration is not provided, it will be necessary to defer needed replace- 
ment equipment already in the process of procurement for use by naval construc- 
tion forces (Seabees). 


JUSTIFICATION OF PROPOSED AMENDMENT 


(1) Classified pay raise —The budget estimate of $3,352,000 for this purpose 
was computed on the actual payroll costs after considering reductions of person- 
nel at field activities. The amount allowed is $3,016,800, thereby indicating a 
reduction of $335,200. It is too late in the fiscal year to reduce sufficient numbers 
of personnel to recoup savings to apply to the increased pay costs. 

(2) Antarctica hangar facility—The budget estimate contained an amount of 
$200,000 to provide for a completed facility. It takes approximately 3 hours to 
prepare an aircraft for flight under present conditions, primarily because of the 
time involved in preheating engines and instruments. Since the primary mission 
of these aircraft is sea and air rescue work, it is most imperative that all possible 
tisk be minimized. Because of the specialized nature of the work of the two- 
tircraft involved, it is necessary that $50,000 be restored to provide a completed 
facility at the earliest possible time. 

(3) Middle East crisis—An amount of $180,000 was expended for immediate 
costs of this crisis. These requirements were (1) purchase of deficient items in 
support of Fleet Marine Forces at a cost of $90,000; (2) purchase of field items, 
such as tents and ordnance material not normally required by Seabees, $45,000; 
and (3) costs of packing and crating of mobilization material for Fleet Marine 
Forces, $45,000. The amount allowed is $163,200 which is $16,800 less than 
actual costs. The latter amount is needed to meet firm requirements of the 
Seabees. 

HOUSE COMMITTEE REPORT 


The need for these additional funds is due primarily to the added costs gen- 
erated by the crises in the Middle East and Far East. While a considerable 
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part of the supplemental requests are attributable to such activities, and to in- 
creased pay act costs, the committee is not convinced that the full amount 
requested is needed. Some reductions have been made in each item and the 
specific amounts for each item of appropriation are set forth in the table at the 
end of this report. 

The committee has approved $3,330,000 for civil engineering which is $402,000 
less than the budget estimate. Included is $150,000 for constructing a hangar at 
McMurdo Sound in the Antarctic for air rescue activities. 


DEPARTMENT OF THE NAVY 
SERVICEWIDE SUPPLY AND FINANCE 
(Bill p. 10, line 12) 


(House hearings, p. 340) 


RS RN sens inscsidnaniintitnsenrmeigniveioe apie ities: wate $301, 061, 000 
Pee ARTO A TOGUIOT DCE) Wn ic mini sie ete ens 309, 637, 000 
enemre: meanest (7. Doc. No. $8) ......-—--- 6-2 = 16, 313, 000 
IN eae 14, 682, 000 
i eee ai eee aanineaninm 1, 631, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 12, strike out “$14,682,000” and insert in lieu thereof, “$16,313,- 
000”, an increase of $1,631,000 over the House-approved amount, and the same as 
the budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $1,631,000 to the Navy, ‘Servicewide 
supply and finance” appropriation. 

The restoration will provide for the following: 

1. Classified pay increases for planned level of employment necessary in 
the performance of servicewide logistic support functions. 

2. Restoration of funds expended from the regular appropriation for un- 
programed supply support and transportation costs due to the Mideast and 
Taiwan crises. 

If restoration is not provided, it will be necessary, since the classified pay 
increases must be supported and costs in connection with Mideast and Taiwan 
have already resulted in the expenditure of funds, to increase further the back- 
log of essential maintenance and repair of BUSANDA’s facilities. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The current fiscal year 1959 appropriation for S.W.S. & F.N. was predicated and 
justified on a normal peacetime tempo of operations. The abnormal expenditure 
incident to the increased supply support for the Mideast and Taiwan contingencies 
and the classified pay increases, could not be absorbed and were financed by 
“borrowing” funds needed for normal expenditures to be incurred during the 
fourth quarter, fiscal year 1959. 


HOUSE COMMITTEE REPORT 


‘“* * * The need for these additional funds is due primarily to the added costs 
generated by the crises in the Middle East and Far East. While a considerable 
part of the supplemental requests are attributable to such activities, and to in- 
creased pay act costs, the committee is not convinced that the full amount re- 
quested is needed. Some reductions have been made in each item and the specific 
amounts for each item of appropriation are set forth in the table at the end 
of this report * * *” 
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DEPARTMENT OF THE NAVY 


SERVICEWIDE OPERATIONS, NAVY 
(Bill p. 10, line 15) 
(House hearings, pp. 347-351) 


CUTER INANR SOUND x 322 Soe Ck NE Oh oe ee cdtemueacew $106, 622, 200 
a aopropriavion-(regular #ct) ee ee 117, 993, 000 
ees Segmest (it. Dee. $6)... 5 ence 5, 726, 000 
ne caterer gt ais ecdiasebidedin'ehavensiieiion 5, 153, 000 
Reet) PRMMORE Gt oo) a ee ees 573, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 15, strike out “$5,153,000” and insert in lieu thereof “$5,726,000”, 
an increase of $572,000 over the House-approved amount, and the same as the 
budget estimate. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $573,000 to the Navy servicewide opera- 
tions appropriation. The restoration would provide for the following: (a) The 
restoration of funds expended from the regular appropriation fur unforeseen 
communication costs incurred in connection with the recent Mideast and Taiwan 
crises, and (b) the minimum amount necessary to fund the additional civilian 
pay costs (Public Law 85-462). 

If restoration is not provided, it will be necessary to eliminate, defer, or curtail 
procurement of critically needed electronic equipment for the naval communica- 
tions system. 

JUSTIFICATION OF PROPOSED AMENDMENT 


Since the beginning of the fiscal year, the “SWON” appropriation has been 
forced to absorb approximately $2.3 million in unbudgeted requirements. To do 
this, it has been necessary to eliminate, defer, or curtail many urgent electronic 
communications and other programs. The restoration of $573,000 will permit an 
orderly continuation of the already severely curtailed programs in this appro- 
priation. 

HOUSE COMMITTEE REPORT 


The need for these additional funds is due primarily to the added costs gen- 
erated by the crises in the Middle East and Far East. While a considerable part 
of the supplemental requests are attributable to such activities, and to increased 
pay act costs, the committee is not convinced that the full amount requested is 
needed. Some reductions have been made in each item and the specific amounts 
for each item of appropriation are set forth in the table at the end of this report. 


DEPARTMENT OF THE AIR FORCE 
MILITARY PERSONNEL 
(Bill p. 10, line 19) 


(House hearing, p. 370) 


I aces $3, 815, 325, 100 
PPE SODTOMriOtiOn. (PORMAT (DOE ) ciciii chia ecininirnmcpiiewmimenenin iin 3, 923, 073, 000 
Supplemental Request (H. Doc. 58) ....-..........._._____. 27, 828, 000 
I a tac etalll nie 18, 728, 000 
I a cclencidum 9, 100, 0000 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 10, line 19, strike out “$18,728,000” and insert in lieu thereof “$27,828,- 
000,” an increase of $9,100,000 over the House-approved amount, the same as 
the supplemental request. 
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EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $9,100,000 to the Air Force supple- 
— request of $27,828,000 to the fiscal year 1959 military personnel appro- 
priation. 

The restoration will provide the minimum funds required to finance the man- 
datory pay and allowance costs of the Air Force military personnel program 
for fiscal year 1959. At this late date in the fiscal year, it is not possible 
to absorb these additional costs through any further program adjustments. 

If the restoration is not provided, it appears certain that a fund deficiency 
will result. 

JUSTIFICATION OF PROPOSED AMENDMENT 


New developments which had a direct impact on the military personnel 
appropriation occurred shortly after the beginning of fiscal year 1959. These 
developments were the result of: the international crises in Lebanon and 
Taiwan ; new legislation enacted ; and increased personnel cost factors. Recog- 
nizing the financial implications of these developments, the Air Force conducted 
a careful reappraisal of the military personnel program in November and 
December 1958, to ascertain what possible program adjustments could be made 
to reduce the fund requirements. Significant limiting factors in this program 
revision were: the leadtime necessary to effect net economies in the program 
curtailment, and the limited time remaining in fiscal year 1959. Under this 
situation, however, aggressive action was taken to effect maximum reductions. 
Among the major actions to curtail the fiscal year 1959 military personnel pro- 
gram were the following: 

1. Procurement of nonprior service airmen was rephased to a later date and 
reduced to the minimum consistent with meeting strength objectives. 

2. Warrant officer procurement was canceled. 

3. The recall and direct appointment of commissioned officers was delayed. 

4. Approximately 34,000 noncareer airmen whose enlistment contracts expire 
in fiscal year 1959 are being released up to 4 months before their normal date 
of separation. 

5. Officers who have indicated they will separate from the service upon com- 
pletion of their minimum service contracts in fiscal year 1959 are being released 
as soon as possible prior to their normal separation dates. 

6. Voluntary extensions of oversea tours of duty have been encouraged for 
all personnel. Also, the extension of oversea tours of duty beyond 48 months 
has been authorized. 

The reduced fund requirements resulting from these program adjustments are 
not, however, sufficient to outweight the increased costs for the fiscal year 1959 
military personnel appropriation which have resulted in the supplemental request. 

The two items in the supplemental request deleted by the House were amounts 
needed to finance (1) the temporary increased strength authorization asso- 
ciated with the international crises in the Middle East and the Far East, and 
(2) the increase in the basic monetary allowance for subsistence (commuted 
ratio allowance) for airmen authorized to mess separately which was directed 
by the Secretary of Defense in accordance with authority granted him by sec- 
tion 617 of Public Law 179, 83d Congress, in response to the rising trend in 
food costs. Neither of these developments are of a nature which could be ade- 
quately provided for in advance. The outbreaks in the Middle East and Far 
East occurred at a time when the Air Force was carrying out a planned strength 
reduction and was further attempting to save funds for internal financial ad- 
justments in the military personnel appropriation through early release of non- 
career motivated personnel. To assure maximum mission capability in the Mid- 
dle East and Far East for the duration of these crises, this early release action 
had to be temporarily suspended. An unprogramed 2,000 man-year overstrength 
resulted, and an additional $6 million is required to honor the pay and allow- 
ance costs incurred. Another $3,100,000 is needed to cover the cost of the in- 
crease in commuted rotation rate from $1.10 to $1.15 per day, effective January 
1, 1959. Since budgeting procedure restricts the basis for requesting funds to 
existing price levels, this additional sum for airman subsistence allowance 
was not included in the original Air Force military personnel appropriation 
budget estimate. 

In order to finance the mandatory personnel costs of the fiscal year 1959 
military personnel program, as adjusted by all feasible economy actions, it is 
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absolutely necessary that the Air Force obtain the full amount of $27,828,000 
in this supplemental request. 


HOUSE COMMITTEE REPORT 


“The original appropriation for military personnel, Air Force, was $3,923,- 
073,000, and the committee has considered a supplemental estimate of $27,828,000. 
An appropriation of $18,728,000 is recommended which includes $15,127,000 to 
cover increased costs resulting from higher dependency factors and increased 
years of service by grade over earlier estimates, and $3,601,000 for additional 
costs generated by the Social Security Amendments of 1958.” 


DEPARTMENT OF THE ARMY, CORPS OF ENGINEERS 
RIVERS AND HARBORS AND FLOOD CONTROL—OPERATION AND MAINTENANCE 
(Bill p. 33, line 9) 


(House hearings, none) 


I in isdabecilaseesehctalenrebtahaietdalabinicilias haem dealin itultv tininasttcnenisen $103, 850, 000 
_— eeeropriation (regular .act)}.. o..........4............2-- 113, 440, 000 
Supplemental request (House document) ~--_------_-__-__--_--. 1, 138, 000 
I ai Stal eae ieseeanks 1, 024, 200 
ITED” NUNIT i oh aceon 113, 800 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 33, line 9, strike out “$1,024,200” and insert in lieu thereof “$1,138,000”, 
an increase of $113,800, the same as the budget estimate. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $113,800 to the Army (civil functions) 
“Operation and maintenance” appropriation. 

A reduction of $113,800 from the request of $1,138,000 required to pay for wage 
board increases during period July 1, 1958, to January 14, 1959, would necessi- 
tate the deferment of urgently needed maintenance work to compensate for the 
increased labor costs. This would further add to the already sizable backlog of 
critical maintenance work that has been deferred for lack of funds. 

Restoration of the $113,800 will permit completion of presently scheduled main- 
tenance work essential during the current year, preventing further deterioration 
and more costly repairs at a later date. 


RIVERS AND HARBORS AND FLoop CONTROL—GENERAL EXPENSES 
(Bill p. 33, line 11) 


(House hearings, none) 


nc cael tac ilicesiottielaichantaTniaemveonichsienisisiowemimstasdibtismaeniee $11, 751, 600 
i reOmrTaetlOn \(POSIAT ROU) no cree t eee wiicianoeunn 11, 720, 000 
Supplemental request (House document) —-----_--_-_________-___ 1, 046, 000 
I NN ci nbc eter anata Caedinonsemacenesehaaab aiemiimin enna 941, 400 
ENON: OU access tetas eet ereercinies remem emenenmeceromee 104, 600 


The Department of the Army requests the following amendment : 


PROPOSED AMENDMENT 


Page 33, line 11, strike out “$941,400” and insert in lieu thereof “$1,096,000 of 
which $50,000 shall be derived by transfer from the appropriation ‘U.S. section, 
Saint Lawrence River Joint Board of Engineers, civil’ ”. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $104,600 to the Army (civil functions) 
“General expense” appropriation and also authorize the transfer of $50,000 sur- 
plus to another civil functions appropriation. 
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The “General expenses” appropriation provides annual requirements princj- 
pally for personal services in executive direction and management and regy- 
latory functions to an expanding public works program. In a current expense 
type of appropriation where appropriations are normally made only to support 
a fixed operation, savings of any appreciable magnitude can only be achieved if 
the program includes activities or functions susceptible to curtailment or discon- 
tinuance, The “General expenses” appropriation consists mainly of graded tech- 
nical employees with a long-time continuous service which results in a low turn- 
over. The supplemental estimate will only provide increased pay cost for aq 
minimum statf to manage this program. Accordingly any reduction in the budget 
estimate will result in reduction below this minimum. 

Over the past few years the corps civil works program has been expanded 
greatly without a proportionate increase in funds for the executive direction 
and management of that program. The reduction in the House bill would mean 
a substantial reduction in the force which manages and directs this sizable 
program which over the past few years has not only become larger but much 
more complex. It is essential that the full amount requested in the budget esti- 
mate be provided in order that the Chief of Engineers can effectively and effi- 
ciently carry on his mission in planning and construction of the funded multi- 
million dollar fiscal year 1959 public works program. 

The full amount required to cover pay increase costs in fiscal year 1959 is 
$1,096,000. Llowever, due to administrative oversight the supplemental request 
failed to include language changes under this appropriation to provide for trans- 
fer of surplus funds in the amount of $50,000 from the appropriation “U.S. sec- 
tion, Saint Lawrence River Joint Board of Engineers, Corps of Engineers, civil.” 
It is requested that this language change be authorized. 
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DEPARTMENT OF THE ARMY 
ADMINISTRATION, RyUKyuU ISLANDS, ARMY 
(Bill p. 33, line 16-17) 


(House hearings, p. 721) 


En nscensicieseiaasest ieee edad hdarbncind dala tbninmie semaine $2, 475, 000 
Sauna RCN GREENE CIEER LIND SG os weston icin mine einige 2, 830, 000 
Supplemental request (House document) --~~-~--.-----------_--_- 32, 000 
I ad act cs tg ca econ wees Sas my Ph sae ntti 28, 800 
INT 1 ONAN alsin bein Sampaio 3, 200 


The Department of the Army requests the following amendment : 


PROPOSED AMENDMENT 


Page 33, line 17, strike out “$28,800” and insert in lieu thereof “$32,000”, an 
increase of $3,200 over the House-approved amount, and the same as the budget 
estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $3,200 to Administration, Ryukyu 
Islands, Army, for salaries and expenses. 

If the restoration is not provided there is a possibility that some employees 
may not be paid or will have to accept payless furloughs. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The House recommended reduction in payroll expenses means that it may be 
impossible to meet fourth quarter USCAR payroll expense. It is pointed out 
that recruitment of qualified personnel for a farflung outpost like Okinawa is in 
itself a serious problem. Limitation of payroll funds will serve to aggravate 
this problem. 


DEPARTMENT OF THE ARMY 
RESEARCH AND DEVELOPMENT 


(Bill p. 34, line 9) 


ie aici censi tacks emia dy aia mes pe near $405, 045, 000 
Sa RRR ROMEA USE TAURI eyes apres ee masa 498, 700, 000 
Supplemental request (House document) ~-------------------~--- 9, 100, 000 
cs ag anni wiecoig ginieam ena mia oemnnien eerie 8, 190, 000 
ac tices cnevenhieaemigsireneia <iongtaoee 910, 000 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 34, line 9, strike out “$8,190,000” and insert in lieu thereof $9,100,000,” 
an inerease of $910,000 over the House approved amount, and the same as the 
supplemental estimate. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $910,000 to the Army “Research and 
development” appropriation. 

The restoration would preclude the necessity for further reduction in R. & D. 
technical effort. It would be applied to the Army nuclear power program. It 
will partially fill a deficiency in funding for development of a nuclear powerplant 
for use in remote areas. Thus, funds programed and budgeted for high priority 
projects would not have to be diverted to pay increased personnel costs. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The fiscal year 1959 Army R. & D. appropriation, even prior to the pay raise, 
was inadequate to fund all of the high priority projects that should be included 
inthe program. The increased costs resulting from the civilian pay raise would 
require a further reduction in R. & D. effort in the amount of $9.1 million if 
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additional funds were not made available. In view of the extremely limited funds 
available in comparison to high priority program requirements a further redue. 
tion of this amount was considered unacceptable. Therefore, a supplementg} 
appropriation request was submitted. The reduction of this request in the 
amount of $910,000 will of course have an effect on the level of Army R. & PD, 
work by decreasing effort throughout the program. 


HOUSE COMMITTEE REPORT 


None. 
DEPARTMENT OF THE ARMY 


OPERATION AND MAINTENANCE, ALASKA COMMUNICATIONS SYSTEM 


(Bill p. 34, line 12) 


Se UN oe ae iin ema $5, 586, 000 
ee nrneney (ONIN T MOL) 6 5, 500, 000 
Supplemental request (House document) —------_----_-_--_-__---__ 176, 000 
GIN cca oc nner enaserensseninetancoaietemmermeneneneerenes 158, 400 
I ee 17, 600 


The Department of the Army requests the following amendment: 


PROPOSED AMENDMENT 


Page 34, line 12, strike out “$158,400” and insert in lieu thereof “$176,000,” an 
increase of $17,600 over the House approved amount, and the same as the sup- 
plemental estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $17,600 to the “Operation and main- 
tenance, Alaska Communication System” appropriation. 

The restoration would provide for $17,600 to employ 17 additional telephone 
operators needed to handle the normal increased traffic load on the Alaska Com- 
munication System during the last quarter of the fiscal year. 

If the restoration is not provided it will result in limitation of service nor- 
mally provided by the Alaska Communication System. 


JUSTIFICATION OF PROPOSED AMENDMENT 


The effect of this amendment will be to permit the Alaska Communication 
System to service the normal increase in telephone traffic and obviate the neces- 
sity for reducing the efficiency of service on long distance calls except those of 
an emergency or priority nature. In order to handle the increased traffic, the 
Army is currently training or recruiting additional telephone operators to be on 
duty in the fourth quarter of fiscal year 1959, on the assumption that the entire 
$176,000 would be received. 


HOUSE COMMITTEE REPORT 


None. 
DEPARTMENT OF THE NAVY 
NAVY PERSONNEL, GENERAL EXPENSES 
(Bill p. 34, line 14) 
a | nee eee eel ae $84, 300, 000 
ee nee ee 85, 442, 000 
renin: Seer Crs 20. NO. 00) 2. 2, 630, 000 
Neen nn nn nn nen ene eee ence ee eT ces 2, 367, 000 
a a 263, 000 


The Department of the Navy requests the following amendment: 


PROPOSED AMENDMENT 


Page 34, line 14, strike out “$2,367,000” and insert in lieu thereof “$2,630,000”, 
an increase of $263,000 over the House-approved amount, and the same as the 
budget estimate. 
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EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $263,000 to the “Navy personnel, 
general expenses” appropriation. 

The restoration would provide for: 

Continuation of the program to reduce deferred maintenance; needed replace- 
ment of training equipment; and prevention of reductions in important aspects 
of personnel administration and training programs. 


JUSTIFICATION OF PROPOSED AMENDMENT 


If the restoration is not provided it will curtail training programs essential 
for meeting the threat to the country existing during this period of extreme 
tension. Even in anticipation of the full supplemental it has been necessary to 
reduce civilian personnel numbers by 278, or 3.19 percent of the total, causing 
severe maintenance deficiencies. It is mandatory that suitable facilities be 
provided for the personnel required to meet this threat and there should be 
no reduction in the means of best recruitment, training and placement of 
military personnel. 

HOUSE COMMITTEE REPORT 


(Nothing pertinent.) 
RESEARCH AND DEVELOPMENT, NAVY 


(Bill p. 34, line 15) 


I ar sicacicnnlii inciaaniihertaipeeitiaglen actus neneasinnneseieenmmennanaieset $573, 406, 386 
A RENE ROOTS « C TUQRUNE IRD SG oe ee cca wntgicecine eh mente laeeesiom 21, 285, 000 
Supplemental request (H. Doc. No. 90) --.---------...--~--_...-- 9, 994, 000 
I REIS NOOO is accent mick aca is etna cigsin ciple winiemeenin ernie imennement 8, 994, 600 
I I eas ieee eee 999, 400 


The Department of the Navy requests the following amendment. 


PROPOSED AMENDMENT 


Page 34, line 15, strike out “$8,994,600” and insert in lieu thereof $9,994,000”, 
an increase of $999,400 over the House-approved amount, and the same as the 
budget estimate. 

EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $999,400 to the “Navy research and 
development” appropriation. 

The restoration would provide for the prosecution of the currently approved 
research and development program. 

If the restoration is not provided, certain research and development projects 
for which funds are currently allocated will have to be eliminated or deferred. 
Examples of such projects include the instrumentation of the flying laboratory, 
the Talos, Tartar, and Terrier shipboard simulation system, and high tempera- 
ture materials (molybdenum). 


JUSTIFICATION OF PROPOSED AMENDMENT 


The Navy’s research and development program has absorbed more than $12 
million in pay costs during the fiscal year 1959 over and above the $9.994 mil- 
lion requested for the graded pay increases in this supplemental. 

Both the technical and financial plans for fiscal year 1959 were based on 
absorbing the $12 million and receiving $9.994 million in supplemental funds. 
Based on this assumption certain projects were held in abeyance pending receipt 
of the supplemental funds. The proposed cut in the supplemental request will re- 
quire that research and development projects amounting to $1 million planned for 
funding late in fiscal year 1959 will have to be canceled or supported by cancel- 
ing other projects in fiscal year 1960. Examples of such actions include the 
instrumentation of the flying laboratory, the Talos, Tartar, and Terrier, ship- 
board simulation systems, and high temperature materials (molybdenum). 


38932—59——25 
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DEPARTMENT OF THE AIR FORCE 
OPERATION AND MAINTENANCE 


(Bill p. 34, line 20) 


Nee en ee ee epee omyeremees $4, 099, 597, 900 
ey eens CINE ONC 4, 053, 975, 000 
Supplemental request (House document) -—--------_-_---____-_ 69, 000, 000 
Nee ces 62, 100, 000 
eee iiec wiehiadmia 6, 900, 000 


The Department of the Air Force requests the following amendment: 


PROPOSED AMENDMENT 


Page 34, line 20, strike out “$62,100,000” and insert in lieu thereof ‘$69,000, 
000”, an increase of $6,900,000 over the House-approved amount, the same as 
the supplemental request. 


EFFECT OF PROPOSED AMENDMENT 


The requested amendment will restore $6,900,000 to the Air Force “Operation 
and maintenance” appropriation. 

This restoration will permit the Air Force to proceed through the remainder 
of the fiscal year without the major reprograming actions that would be required 
to accommodate the reduction imposed by the House. Such reprograming 
actions, if they became necessary this late in the fiscal year would impair the 
accomplishment of the missions assigned to the operating commands of the 
Air Force. 

JUSTIFICATION OF PROPOSED AMENDMENT 


The House committee report did not give any explanation as to the basis for 
its reduction in the Air Force request. On page 1 of the report in the summary 
of bill it is stated: 

“The committee has viewed with considerable concern the fact that the trend 
in employment in Government is upward. The problem is widespread.” 

The above statement, however, cannot be construed as applying to the Air 
Force. The Air Force has reduced total permanent direct hire employees paid 
from this appropriation from 312,979 in fiscal year 1958 to 293,787 in fiscal year 
1959. If the reduction were to be applied against the civilian personnel force 
this late in the year it would be necessary to lay off approximately 11,000 addi- 
tional personnel because of terminal leave costs, layoff notice periods, and the 
like. Reduction-in-force procedures which involve, among other things, the 
retention rights of each individual employee, would cause the dislocation, reloca- 
tion, and retaining of a far greater number of personnel. This action would 
seriously disrupt Air Force operations worldwide. Other methods of applying 
this reduction would be equally serious. 

Throughout this fiscal year, the Air Force has programed on two basic and 
closely interrelated assumptions: (1) That additive fund requirements asso- 
ciated with the Federal Employees Salary Increase Act of 1958 would be 
honored; and (2) That it would be necessary for the Air Force to accommodate, 
by management actions, all other net additive costs arising from price changes, 
program changes, or changes in activity levels which were unforeseen and there- 
fore not provided for in the appropriation as enacted. 

The first of these assumptions was based upon the fact that the President's 
budget for fiscal year 1959 did not and could not include provision in the various 
appropriation accounts for pay increase costs resulting from legislation not yet 
enacted: nevertheless, the necessity for additional funding for this purpose was 
recognized by inclusion in the President’s budget of a one-line item to provide 
for later transmission of pay increase requirements for the Department of 
Defense. 

The Air Force has fulfilled the responsibilities it assumed in connection with 
the second basic assumption, by program management actions in lieu of requests 
for supplemental appropriations. In doing so, the Air Force has had to accom- 
modate very substantial unprogramed and unbudgeted costs in connection with 
tne Lebanon-Taiwan crises: pay increases for wage board employees: increased 
postal costs due to the Postal Pay Act; payments in lieu of taxes pursuant to 
Public Law 85-579: and increased requirements for medical care of dependents. 
In the aggregate, these additive requirements, for which supplemental appropria- 
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tions have not been sought, far exceed the amount required to meet classified 
pay increase costs. 

As a result of the actions already taken, and because so much of the fiscal year 
has already elapsed, the programing and management flexibility of the Air Force 
has now been taxed to the utmost. Had all these facts been fully known to the 
House Committee on Appropriations, we believe that the entire amount requested 
by the Air Force would have been approved. 

In the event the amount of the House reduction were not restored, the Air 
Force could not now make program adjustments or take other management ac- 
tions to reduce operating requirements to this extent without serious disruption 
of Air Force programs. 


DEPARTMENT OF THE ARMY—MILITARY PERSONNEL, Army, 1956 


Program and financing 

















| 
1956 presently 1956 revised Increase 
available estimate 
Program by activities: 
1. Pay and allowances of military personnel. - -------- $3, 205, 715,000 | $3, 212, 815,000 $7, 100, 000 
a cee meen ceeanienue ona coe’ 473, 380, 000 478, Gee, Gon f2.....--.: = 
Pas INO Ss kt me oe 3, 679, 095, 000 | 3, 686, 195, 000 7, 100, 000 
Financing: Appropriation (adjusted) -- ---- axa eeeLen 3, 679, 095, 000 3, 686, 195, 000 7, 100, 000 





Object classification 





| | 
| 1956 presently | 1956 revised Increase 








| available estimate 
ot emonal services: Military. . .......... 2-0. .42.25--us $3, 183, 338, 720 | $3, 190, 438, 720 $7, 100, 000 
All other objects ---- ee fad Adeeb oases mah Soa sone 495, 756, 280 495, 756, 330 etibG adhere 
NE NI oo ach iuinimedinepinges udoawaene eas 3, 679, 095,000 | 3, 686, 195, 000° 7, 100, 000 





DEPARTMENT OF THE ARMY—MILITARY PERSONNEL, Army, 1957 


Program and financing 





1957 presently 1957 revised Increase 
available estimate 


Program by activities: 











1. Pay and allowances of military personnel___...____- $3, 129, 997,054 | $3, 137, 897,054 $7, 900, 000 
I sean ee 464, 141, 558 GE 95 Paseo’ 
NNER NON so ciate si sci taniim anime 3, 6 594, 138, 612 ~ 3, 602, 038, 612 7, 900, 000 
Financing: Unobligated balance transferred from ‘‘Pro- 

curement and production, Army”’ (71 Stat. 178)__-______ —27,444,000 | —27, 444,000 }............_. 
New obligational authority. .................-______ _3, 566, 694, 612 3, ¢ 574 594, 612 7, 900, 008 

New obligational authority: ee : an 
eae 3, 566, 704,000 | 3,574, 604, 000 7, 900, 000 

Transferred to ‘‘National Library of Medicine, Public | 
Health Service’ (70 Stat. 962)...............<._.___- | —9, 388 | ex 8, Ch 
eateries = Res 
mporonriation (adinsted) « .s 2.625 cc cece | 3,566, 694, 612 3,5 74, 594, 612. 7, 900, 000 

| 








res sss ls SS sss iss esses 


Object classification 
ecient petite nnn a eauat aces 





| 1957 presently | 1957 revised Increase 
| available | estimate | 
$$ | jf ____ tea 
01 Personel services: Military........_____._____.______- | $3, 110, 997, 022 | $3, 118, 897, 022 $7, 900, 000 
a ensceieknisds | 483,141,590 | 483, 141, 590 |--- sicannitieieciaaas 
Total obligations..........._-_. oeeenneeneeeeeee---| 3,594, 138,612 | 3, 602, 038, 612 g "7,900, 000 


| | 
Cre 
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DEPARTMENT OF THE ARMY—OPERATION AND MAINTENANCE, ARMY 


Program and financing 








Program by activities: 
Direct obligations: 
OS ae ieee iaalndaialat 
re ois acermemennl 
3; Central supply activities. _..................--- 
4. Major overhaul and maintenance of materiel - -- 
SB UO eee eae 
6. Armywide activities_-_..-.---- 
7. Army Reserve and Reserve Officers’ Training 
Corps 
i  aeedis aniditntnesescccescsecnnass 


Total direct obligations. -...............----- 


Reimbursable obligations: 

oi eaten name aeemasion 
te I i aia cnirhsistiamaseenniannwie 
, eee Py eet Vies................-....-.+-- 
. Major overhaul and maintenance of materiel. -- 
Medical activities _.............-.- het aneecaio a 
nan raise cian eininn's 
. Army Reserve and Reserve Officers’ Training 
ey ee ees ee 
CEE DIIUE nn omnniicwansncSbiedieitbbieansied 


Oo NOoRwne 


Total reimbursable obligations-_...........-- 
Supplemental required for pay increase. --......-- 


Sa I ac inleccicacninteaombshaited 


Financing: 
, Unobligated balance brought forward (69 Stat. 438) . .- 
, § Unobligated balance (anticinated reimbursements to 
, bheearned from military assistance fund reservations) 
transferred from other Army accounts--.-............- 
Advances and reimbursements from— 
Deliveries of materiel] common to U.S. require- 
ments ordered by military assistance in current 


I chs cist iaiaacnttilnsinmmmaninnimpiewia 
EEE a ATE a ae 
Anticinate’ reimbursements for future year deliveries 
of materiel common to U.S. requirements by 
military assistance in current year-.............----. 
Unobligated balance carried forward (69 Stat. 438)... 


New obligational authority -..............-...-..... 


New obligational authority: 
Richt bibs es ada iene thesiineagaitaiaeeiannan aoe 
Transferred to— 

“Operating expenses, National Archives and 
Records Service,’”’ General Services Adminis- 
a cae eanenndahinisbice meine a 

“Operation and maintenance, Air Force’ (63 
a a aoa aaa eae caeeceaenbabsioauemebin 

“§S laries and expenses, Secretary of Defense”’ 
I ahaa Rta tetas indians niiaenandvipinsirinnde 


ee GN oc ccncnsedncccssecsen 















































Presently Revised esti- 
available, mate, fiscal Increase 
fiscal vear year 1959 
1959 
$785, 645, 000 $790, 445, 000 $4, 800, 000 
192, 855, 000 192, 855,000 |-....-....__. 
922, 653, 815 936, 253, 815 13, 600, 000 
285, 806, 000 A See 
169, 403, 000 SO, SOR OOP becnsen cote 
486, 320, 000 492, 920, 000 6, 600, 000 
90, 227, 000 90, 227,000 |_... eee 
158, 385, 000 158, 385.000 |----.---.... 
3, 091, 294, 815 3, 116,294, 815 25. 000, 000 
72, 918, 000 oi 
13, 786, 000 13, 786,000 | __.- oa 
125, 614, 000 Re aGO No nesccnsoseae 
136, 036, 000 136, 036, 000 owe 
103, 423, 000 103, 423, 000 ésievauoel 
16, 907, 000 Re, BE SOO Na wacccccanse 
402, 000 S02, COP Fone nncceunnne 
31, 888, 000 31, 638, 000 |... 2c 
506, 974, 000 000, 974: 000°1.........22-= 
ES) SOE Exam ddwcimenennne 17, 400. 000 
3, 574, 868,815 | 3,617,268,815 | 42, 400,000 
—43, 210, 191 ER, MIU, 108 Ixnbcsneaemien 
—53, 157, 195 ==G5, 397, 006 |... <ccsaeuan 
—10, 000,000 —10, 000, 000 |...--......., ie 
—335, 769, 000 —335, 769, 000 |_............. 
— 69, 535, 000 GD, 585, 000 |W...ncncouccsas 
—33. 000, 000 —33, 000, 000 |_............. as 
43, 697, 386 3.007, 908 |... cee 
3, 073, 894, 815 3, 116, 294, 815 42, 400, 000 
3, 078, 208,000 | 3, 120, 608, 000 42, 400, 000 
—581, 000 —§01, O00 T......cssstenee 
—3, 177, 185 —3, 177, 185 |......... ——_ 
—555, 000 G00; COD Fn cncnncen 
3, 073, 894,815 | 3, 116, 294, 815 42, 400, 000 








‘ences 
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Object classification 





Presently 













Revised esti- 























available, mate, fiscal Increase 
fisca! year year 1959 
1959 
Total number of permanent positions ......-.....-..-..-- 294, 109 Trier ei 
Full-time equivalent of all other positions_.........--._--- 1, 286 Re eet 
Average number of all employees. -...-..-.-.-.---..----.- 284, 885 906, B05 4h. puincinseccch 
Number of employees at end of year. ........-..--.....--- 281, 366 po Ee eee 
Personal service obligations: 
i cae $1, 263, 942.000 | $1, 263. 942,000 |......._.____. 
Positions other than permanent-_..................... 4. 998, 000 IE neni eitncstntininivaisin 
IN aS ccietestemereeaniimamnnsttoemenies 34, 162, 000 iy FE NE ricemencehonsen 
Total personal service obligations _.................. 1, 303, 102,000 | 1,303, 102,000 |_..........__- 
————————— ee 
Direct obligations: 
NN oe 5s) cninecibeeannioinnnle 1, 193, 595,000 | 1, 193, 595,000 j_.......______ 
IES i sch ah otal aie bainicialbian is maneees 61, 317, 000 61, 355, 000 $38, 000 
 ‘sransporcation of things. .................-.cs<c0- 144, 788, 000 151. 239, 000 6, 451, 000 
04 Communication services.......................... 53. 978, 000 53, 983, 000 5, 000 
05 Rents and utility services_....................____ 87, 857, 000 87, 939, 000 82, 000 
06 Printing and reproduction.-...................... 19, 392, 000 SO OO) fiktt nc 
@ Other contractual services. . . ..................... 416, 073 500 424, 791, 500 8, 718, 000 
Services performed by other agencies _......_- 36, 189, 000 te DE Ciniinccoam tenn 
Labor contracts with other governments ieee 180, 159, 000 WOR BURG Fonicetannce 
— Sapplies and moaterisis..........ccsccneon2<n0.<-- 685. 952, 000 688. 395, 000 2, 443, 000 
ne es anuinmomaaaane 137, 443. 000 144, 706. 000 7, 263, 000 
ey es GU MENTORING co cwe pncomencecancas 3. 733, 000 TRE Lestawinanig ascites 
11 Grants, subsidies, and contributions__..........-- 63, 839. 000 CE GIG baicncccccccccs 
12 Pensions, annuities, and insurance claims........- 1, 000 BI Ba ticeecintinssariccinconsie 
13. Refunds, awards, and indemnities_..............- 1, 283, 000 8 Fe Bkiitenccenanns 
be Nd. Wc id. cbtcnidaakbbduet wadaekcnincnsane 1. 315 OI Boreas eclneicconeentionss 
Pn Glen CURCUMIN dose nc occa ccccsenenncnds 1, 080. 000 BO OO focavisadcn 
Revenchared Sess eaten ts tea tie sn nlakk i leipiniets aikindnnjasissiaiieann wits 4, 750, 000 STUDD Nice cocsiininn 
i iuiiotncshcinnmakadaeniienwuduckuasmen 3, 091, 340,815 | 3, 116, 340, 815 25, 000, 000 
Deduct quarters and subsistence charges_..........--- 46, 000 CO to sin cnceeck 
NEE GEINOOE GUMINIONIE . denicisencaecdescosnsnntnenen 3. 091, 294,815 | 3,116, 204, 815 25. 000, 000 
Reimbursablc obligations: 
NN ee een aceseninaniue 109, 507, 000 
I eo aaa ee orn sins spandh cnon rds hips cgentaresnindo 2, 299, 000 
03 Transportation of things_....--.............. wal 24, 847. 000 
04 Communication services..........-.... ad 5, 847, 000 
05 Rents and utility services_......... a 20, 765, 000 
0 Printing and reproduction__...._.... ome! 2, 813, 000 
@ Other contractual services. _-.............-....... 161, 701, 000 
Services performed by other agencies..........-- 1, 862, 000 
oe eEvnne MIME? INALOTIOIG on iccncacaccccasce 125, 957, 000 
ET toa 6 ot. kon iSirntnnacadichancnecaasad 37, 920, 000 
ee ee ne wancsuswnue 981, 000 
11 Grants, subsidies, and contributions.............- 6, 379, 000 
oe ee aeeanes 96, 000 
Total reimbursable obligations.................- 500, 974, 000 
Supplemental required for pay increase. .............- —17, 400, 000 
te SIR nig issn gubabboaceamstbaben 3, 574, 868, 815 
—_ 
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Fiscal year Fiscal year | Increase (+) 
1958 presently} 1958 revised or 
available estimate decrease (—) 
Program by activities: 
Direct obligations: 
I een mecemmenstoni $201, 252,681 | $204, 317, 681 +$3, 065, 000 
er islnila is cenipioubii 133, 547, 319 S38, 567 819 1-0 ntnvcenene 
PUES CROCS =o oncn oa ocieencncwcnnccce 334, 800,000 | 337, 865, 000 +3, 065, 000 
Reimbursable obligations: can a 
I oo  cerecintcccaonene 834, 940 eo dh RE ES: 
Neen ee ee sc cmeamnwete 775, 540 TUR ben acccensegnee 
Total reimbursable obligations. _...............-- 1, 610, 480 1, 610, 480 an 
ener Nn ks deen renee ~ 336, 410,480 | 339,475,480 | +3, 065, 
Financing: 
Advances and reimbursements from— 
0 BOE ee ee —1, 050, 876 —1, 050, 876 
EEE SS EE ee eae — 559, 604 — 559, 604 
Appropriation (new obligational authority) ...........-. 334, 800,000 | 337, 865, 000 +3, 065, 000 





Object classification 





Fiscal year 
1958 presently 
available 


Fiscal year 
1958 revised 
estimate 


Increase (+) 
0 


r 
decrease (—) 


Personal service obligations: 
Total civilian $93, 145, 343 


163, 110, 033 


$08, 145,368 |.....--. cnn 
166, 175, 033 +$3, 065, 000 


256, 255, 396 























Total personal service obligations. ....................-- 259, 320, 396 +3, 065, 000 
Direct obligations: 
I cen amaeeweweunn 256, 133, 101 259, 198, 101 +3, 065, 000 
I ee eu scieemnmamnanen 78, 666, 899 SM BOO Aenecnncunbunnl 
ele aaemis 334, 800, 000 337, 865, 000 +3, 065, 000 
Reimbursable obligations: “a i a 
i a hbabtieegnerncen 122, 295 332, S06 4 cones tieae 
I le ee. ca emnmrnemeaeaeie 1, 488, 185 1, SB BBS hacen n chou 
Total reimbursable obligations........................-- 1, 610, 480 1 RID. 680 Bsn ccuucnnmaune 
I a i 336, 410,480 | 339, 475, 480 +3, 065, 000 


PREPARED STATEMENT 


Senator Cuavez. We are happy to have with us the Under Secre- 
tary of the Army, Mr. Hugh Milton, who will speak on these items. 
You may proceed, Mr. Secretary. 

Mr. Mitron. Mr. Chairman and Mrs. Smith and gentlemen of the 
committee; I wish to address my remarks to four other items in the 
same proposed bill which Mr. Brucker has just addressed himself to, 
and to answer the questions raised by Senator Saltonstall as to the 
differences between the requested sums and those appropriated on the 
report recommended by the House of Representatives. 

I do have a prepared statement. I have the feeling that you would 
rather that I would brief it in generalities and defer details for ques- 
tioning ? 

Senator Cuavez. All right; you may give us the highlights of your 
statement and we will file the statement for the record. 
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(The statement referred to follows :) 


STATEMENT BY THE HONORABLE HuGH M. Mitton IJ, UNDER SECRETARY OF THE 
ARMY 


Mr. Chairman and gentlemen of the committee, with your permission, I will 
now initiate discussion on the Department of the Army military functions sup- 
plemental budget requests currently before the committee. 

My remarks relate to the restoration of House reductions in four separate 
Army appropriations covering deficiencies in prior fiscal years as well as for 
the current fiscal year, fiscal year 1959. These appropriations are as follows: 

First the “Military personnel” appropriation is deficient by $7.1 million in 
fiscal year 1956, and by $7.9 million in fiscal year 1957. These deficiencies were 
due primarily to difficulty in estimating, with preciseness, the cost of increased 
military personnel compensation and dependency benefits granted late in fiscal 
year 1955; and the underestimating of the number of enlisted men entitled to 
draw dependency benefits. These deficiencies occurred even though the number 
of military personnel did not exceed the programed strengths. The Depart- 
ment of the Army has taken specific action to improve budgeting and financial 
management under this appropriation. We believe that with these improve- 
ments the likelihood of a recurrence of this situation is remote. The Depart- 
ment of Defense study to improve financial management in the “Military per- 
sonnel” appropriation mentioned in the House report applies to all three services 
and if further improvements materialize as a result of this study, they will be 
incorporated in our procedures. We are anxious to improve our estimating 
ability. However, this study will have no effect whatever on the deficiencies 
under consideration since they relate to fiscal year 1956 and 1957. 

Second, the ‘Operation and maintenance” appropriation is deficient in fiscal 
year 1959. Our request of $42.4 million in this appropriation is based on two 
developments. Of the total, $17.4 million, “Operation and maintenance” supple- 
mental request is the deficiency accruing from Public Law 85-462 which pro- 
vided a 10 percent pay raise to classified civilian employees. The remaining 
$25 million is to offset the extraordinary costs this appropriation incurred dur- 
ing the emergency in the Middle East in the first quarter of this fiscal year. 

I will now briefly discuss each of these two operation and maintenance items. 

Public Law 85-462 had a $75.4 million impact on the “Operation and mainte- 
nance” appropriation in fiscal year 1959. This requirement was carefully com- 
puted by applying the authorized pay raise to the number of eligible civilian 
employees by grade taking into consideration the personnel losses anticipated 
throughout the year. 

The Department of the Army is meeting this $75.4 million civilian pay raise 
requirement in accordance with the Department of Defense financial plan for 
fiseal year 1959. This plan directs that $58 million of the $75.4 million require- 
ment be absorbed within the amount appropriated by Congress. More spe- 
cifically, this $58 million absorption is from the $76 million Congress added to 
the President’s budget to hold the strength of the Active Army at 900,000 and 
that of the Reserve components at 700,000. This leaves a deficiency of $17.4 
million to which the Director of the Bureau of the Budget has certified and 
which cannot be absorbed due to other unprogramed requirements arising: in 
fiscal year 1959. One of these, of course, was the Middle East or Lebanon situa- 
tion itself. 

With the mounting tension in the Middle East, the Joint Chiefs of Staff 
directed the Army on July 15, 1958, to prepare and land a task force of sufficient 
size to serve as a show of force in support of U.S. interests. The task force was 
to be prepared to enter into and support combat operations for a limited period 
if the situation deteriorated to that extent. A task force of 25,000 was planned 
to accomplish these objectives. 

I wish to emphasize, Mr. Chairman, that insofar as the Department of the 
Army was concerned, this crisis could well have been the outhreak of onen 
hostilities. Therefore the planning and operations which actually took place 
were somewhat in excess of what would have been required merely to support 
the approximately 8,000 troops which. were actually landed in the area and 
remained there for approximately 3 months. 
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We had to prepare combat and supporting forces in the United States on the 
assumption that the full force of 25,000 alerted for the movement would par. 
ticipate in the operation. Supplies and equipment in the hands of alerted troops 
had to be augmented to reach authorized levels; the resupply of these troops 
had to be initiated at the same time in order to forestall a break in the pipeline, 
At the termination of the operation it was, of course, necessary to return troops, 
supplies, and equipment. 

The total net cost of the Middle East emergency to the operation and mainte. 
nance appropriation was $30.4 million. This was the direct cost of the logistic 
actions involved in preparing and supporting the task force and in recovery ac. 
tions at the termination of the operation. This cost of $30.4 million does not 
include the indirect costs of supporting the Active Army at a strength of approxi- 
mately 900,000 through most of the first half of the fiscal year and which was 
reportedly maintained at this level because of the Middle East and Formosa 
situations. 

Of this net cost of $30.4 million, $8.8 million was a direct cost to our major 
command in Europe and the remaining $21.6 million represents costs incurred 
by our combat and supporting forces in the United States. 

Although the Middle East operation actually cost the Army $30.4 million, the 
supplemental request for this purpose is $25 million. This amount is distributed 
to three of the eight operation and maintenance budget programs as follows: 


Budget program 2000 “Tactical forces,” $4,800,000 


This budget program financed the direct support of the tactical forces partic- 
pating in or preparing for the Lebanon operation. The $4.8 million requested for 
this budget program covers three general categories of requirements: 


For minor supplies, spare parts, and minor items of equipment to 


bring the units up to authorized levels of supply__-____-_--__--__ $1, 600, 000 
For replacement of supplies and equipment on hand in units at the 
time of the emergency but which were not combat serviceable____ 1, 900, 000 


Temporary-duty travel, transportation within the United States, 
overtime and similar costs involved in support of tactical forces___ 1, 300, 000 


Budget program 2200 “Central supply activities,” $13,600,000 


This $13.6 million is to cover the costs of the major logistics activities involved 
in preparing, transporting, and supporting the forces actually sent to Lebanon 
and in preparing those forces which, although earmarked for Lebanon, were not 
deployed. Recovery of the supplies and equipment for return to the appropriate 
supply agency at the termination of the operation generated similar charges in- 
cluded within the $13.6 million requested for this budget program. These prin- 
cipal activities and the net costs of each are outlined below: 


Supply and distribution costs of stock control, packaging, handling, 
processing, and inspecting supplies and similar supply activities___ $6, 414, 000 


Military Sea Transportation Service charges___._._______--_____---- 4, 436, 000 
NTE nn nn nn nn een dean imarcntgw scene inciiniows 1, 850, 000 
Coenen nn nn ean Ae a eg 350, 000 
Nee a paiacininas cecum bsgnupiivebenpeiicniecpgi 550, 000 

sa ee caacelies apes aeeopoensebiiegapmn 13, 600, 000 


Budget program 2500 “Armywide activities,” $6,600,000 


The principal costs incurred in this budget program as a result of the Lebanon 
action are associated with the necessity to obtain adeouate and reliable com- 
munications, military surveys, and maps. The $6.6 million requested for this 
budget program is for the procurement, fabrication, and supply of communica- 
tions and cryptographic equipment for use in Lebanon and for receiving. trans- 
mitting, and relay equipment at other stations to tie into the Lebanon communl- 
eations system. Stations in this latter category were at Asmara in Eritrea, 
Ankara in Turkev, and Heitdelherg, Military surveys and map requirements are 
also included within this $6.6 million. 

Although the operation and maintenance appropriation will be in a critical 
financial condition in fiseal year 1959 even if the $42.4 million sunnlemental 
request is approved, the House of Representatives has apnroved only $38,160,000 
of the £42.4 million requested. It is recommended that the House reduction of 
$4,240 000 be restored. 

As I have previonsly indicated, the Lebanon oneration actually cost the Army 
$30.4 million. Additionally, the costs of the Formosa emergency are estimated 
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at $23 million. The $25 million requested for the Middle East emergency is 
therefore $7.7 million short of covering these two emergency actions. I have 
also indicated that there were indirect costs involved in supporting troop 
strengths at higher than programed levels. This cost the operation and mainte- 
nance appropriation an additional $13.4 million for which no funds have been 
provided and for which supplemental funds have not been requested. Thus, 
even if the House reduction is restored. the operation and maintenance appro- 
priation would still need an additional $21.1 million to cover only the direct and 
indirect costs of the Middle East and Far East emergency situations. Other 
unprogramed and unbudgeted requirements raise this to $90.9 million on the 
assumption that the supplemental budget request of $42.4 million will be approved. 

Our next item pertains to the “Research and Development, Army,” appropria- 
tion. A request for a supplemental $9.1 million was considered by the House 
Appropriations Committee, and was approved March 20, 1959, in the amount 
of $8.190 million, a reduction of $0.91 million (10 percent). The Department 
of the Army is requesting restoration of the $910,000 reduction since it would 
preclude the necessity for further reduction in research and development tech- 
nical effort of the Army nuclear power program. Restoration will partially 
fill a deficiency in funding for development of a nuclear powerplant for use in 
remote areas. Thus, funds programed and budgeted for high-priority projects 
would not have to be diverted to pay increased personnel costs. 

Our last military functions item is the “Operation and maintenance, Alaska 
Communication System,” appropriation which is deficient by $176,000. This 
deficiency is attributed to the civilian pay increase authorized pursuant to Pub- 
lie Law 85-462. The House approved only $158.400 of the amount required. 
We are requesting restoration of the House reduction of $17.600 thonsand. 

Mr. Chairman, this concludes my presentation. Maj. Gen. David W. Traub, 
Director of Armv Budget. assisted by members of the Army staff, is available 
to provide any additional details you may desire. 


MILITARY PERSONNEL COMPENSATION AND DEPENDENCY BENEFITS 


Mr. Mtuton. Mr. Chairman, there are really four areas to which I 
would like to address your attention, if I may, one of which refers 
to deficiencies in previous years 1956 and 1957 in the Military Person- 
nel apnropriation, which were occasioned by the 1955 law. which in- 
erensed the compensation, and also the denendency benefits. 

These two items in 1956 and 1957 were $7.1 million and $7.9 million, 
respectively. and they came about through our inability to proenosti- 
cate accurately the number of peonle who would receive these in- 
creased henefits and the nnmber of denendents who were involved. 

Now, I would like to address mvself to the second of the four items. 

Senator Cravez. How much was the amount of the first one? 

Mr. Miron. $7.1 million and $7.9 million, sir. 


IMPACT OF NEAR EAST AND TAIWAN SITUATIONS 


Tf I may T will address myself to the second item on the oneration 
and maintenance recuirement right now, the magnitude is $25 million 
and this current 1959 item, comes about. through the burden that was 
laid on the Army by reason of nnscheduled troop movements to the 
Near East. Tt costs us $30.4 million to prenare for that. We are ask- 
ing for only $95 million: because of other adiustments we find that we 
can vet by with $25 million. In addition. the Taiwan situation added 
another burden of $2.3 million. so actually the burden for which we 
did not program was $32.3 million, but we are asking for only $25 
million. 

Now, T have a detailed breakdown in my prepared statement, but 
I weather that the committee is not interested in the programing, and 
where these particular items fall; however, they are here, and avail- 
able for your consideration. 
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Chairman Haypen. In other words, it was a true deficiency? There 
is not any question but that it was something that could not be antici- 
pated ? 

Mr. Mitron. That is right. 


HOUSE REPORT 


Senator ELLtenper. What have you to say about what the House’s 
position that “until this study is completed and responsibility for fund 
control is achieved, the committee can see no reason to relieve the De- 
partment of the liability for these deficiencies which are admittedly 
violations of law.” 

Mr. Mitton. That pertains to the first two items, does it not, sir, the 
$7.1 million and the $7.9 million ? 

Senator Eitenper. That is right. 

Mr. Minron. May I ask Colonel Mildren to give you a specific 
answer to that? Col. F. T. Mildren, from the Office of the Deputy 
Chief of Staff for Personnel ? 


OFFICE OF Deputy CHIEF OF STAFF FOR PERSONNEL 


STATEMENT OF COL. F. T. MILDREN, BUDGET DIVISION 


FUNDS TO COVER DEFICIENCIES 


Colonel Miipren. It is true that these are violations of law, and, in 
accordance with the provisions of law we made reports to the Con- 
gress on both deficiencies; however, it still follows that we must 
present our case to the House and to the Senate to cover those de- 
ficiencies, whether it be by transfer, new funds, or whatever the 
Congress desires. 

Senator Cuavez. At that point, if I may, when the Near East epi- 
sode came about, did you have to worry about budgets or were you 
able to take care of the problem at the moment? Is that not the 
situation here? 

Colonel Mirpren. These two situations are not connected, sir, at 
all. The deficiencies occurred in 1956 and 1957 for military personnel 
compensation, and dependency benefits. This was long before the 
situation came up in the Near East. 

Senator ELLENpDER. Have those amounts been paid out? 

Colonel Mitpren. Yes, sir. 

Senator ELtenper. And you are short these amounts ? 

Colonel Mitpren. That is correct. 

Senator Etitenper. Did you legally pay them out? 

Colonel Mizpren. Yes, sir. They are paid by statutory authority. 
They are authorized payments, payments authorized by Congress. 
We are supposed to estimate with accuracy, of course, how much we 
are going to need for the coming year, when we present our case to 
you. In this case we underestimated. 

Senator Ertenper. Then what is the violation of law referred to 
by the House. 

Colonel Mirpren. The violation referred to was a violation of sec- 
tion 3679 of the Revised Statutes, which prohibits the obligation 
or expenditure of funds in greater amounts than those appropriated 
by Congress. 
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Senator ELLenper. How did the illegality or violation of this law 
come about ¢ 
EXPENDITURE OF UNOBLIGATED FUNDS 


Colonel Mitpren. We spent more funds than were appropriated by 
Congress for military pay, sir. Our obligational limit at this time 
was approximately $3.5 billion. We spent $7 million more in 
1956 than was appropriated. This was a deviation of two-tenths 
of 1 percent from the appropriated amount which included depend- 
ency Dalits that were authorized. It was an error on our part in 
estimating how much we would need when we presented our 1956 
case to you. 

Senator ELLenper. From what source did you obtain this money ? 

Colonel Mixpren. This was from the Treasury, as far as I know. 
Iam not familiar with that aspect. 

Santor Ex.tenper. Are you able to obtain funds which have not 
been appropriated ? 

Colonel Mitpren. I am not familiar with those aspects. 

Senator SatronsTALL. Would the Senator yield on that point? 

Senator ExLLenper. Certainly, I am just trying to clear the at- 
mosphere here. 

Senator Satronsratt. And I was just trying to supplement what 
the Senator was saying. 

Is this true: This law was passed in 1956 and you estimated it as 
close as you could, but you did not estimate just right? That is the 
sum and substance of it # 

Colonel Mitpren. That is exactly right. 

Senator SatronstaLL. When you say the money came from the 
Treasury, in answer to the Senator from Louisiana, must it not have 
come from some other appropriation? I am just as much interested 
as he is where this money came from, that you now now paid out and 
3 years later you are trying to get it back. 


PAYMENTS CHARGED TO ARMY ACCOUNT OF ADVANCES 


General Moore. Mr. Chairman, I would like to attempt to answer 
that question. 

When appropirations are made to the Department of Defense, we 
draw from the Treasury within the limits, overall limits of the vari- 
our appropriations, what we call advances. These moneys never issue 
from the Treasury in excess of our total overall appropriations, but 
they are not allocated to the Department appropriation by appropria- 
tion. They are taken up on the books of the finance officer as he 
draws cash and pays bills or issues checks against them. 

In this case, these amounts were charged to the Army’s pay ac- 
count, illegally, and we are overdrawn precisely to this extent. No 
other appropriation is involved in any way whatsoever. 

We regret this. Every possible step is being taken to prevent a 
recurrence, because it is a serious violation. It is one which is very 
difficult to avoid, because when you estimate pay you are estimating 
every conceivable kind of a personnel transaction. You are estimat- 
ing the number of deaths; you are estimating the number of retire- 
ments which require additional funds for separation pay and ter- 
minal leave. 
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Senator Sattonstaty. I am sorry I interrupted Senator Ellender, 
so I will not continue at this moment. 

Senator ExLLenper. Well, General Moore you made an admission 
that this money was not appropriated at any time. 

General Moore. And therefore the payment of the moneys from 
a ae in the absence of an appropriation constituted an over- 

raft. 

Senator Exttenper. It was overdrawn? 

General Moore. It was overdrawn and that is what we are admit- 
ting and that is what we are sorry for. 

Senator Ex.enper. To be sorry about it won’t do too much good. 
I am wondering how much of this has occurred in the past ? 

General Moore. When it has occured in the past, books of the Treas- 
ury are such that it showed up. Then we came to the Congress and 
explained the circumstances and that is the only thing we can do 
with it. 

Senator Extenper. But when it occurred in the past, were you over- 
drawn or did you draw from funds previously appropriated for 
some other purpose ? 

General Moore. Well, sir, we were overdrawn in that specific ac- 
count, in the pay account. 

Senator ELitenver. Well, how many times has this occurred, Gen- 
eral Moore? 

General Moors. The last time it occurred was about 1949. We 
put in the bill the provision that $47 million may be transferred to the 
prior-year account to take up a deficit which we incurred by an over- 
draft on that pay account. (See Public Law 434-81.) 

It was recognized by the Congress for some 5 or 6 years or more, 
that in order to make a very, very close estimate within the pay ac- 
count that you were liable to go over a little bit in the event of certain 
unforeseen circumstances. The Army then was small, so the Congress, 
this committee, made available $1 million every year, which was im- 
mediately available. I think only on one or two occasions did we 
have to avail ourselves of that predetermined latitude. 

Now we have no such latitude. If you overdraw one of these ac- 
counts, you are going to get into the red and we must come before 
this committee to explain it. 


HOUSE POSITION 


Senator Ettenver. Now the House takes the position that a recur- 
rence of this very act is liable to take place. 

General Moore. And they want absolute assurance that it will never 
happen again. 

enator Errenper. Can you give them that assurance? 

General Moore. I hate to answer that question, but I think what 
I have said already indicates that there is a possibility that in good 
faith some unforeseen circumstance will occur which, in the future, 
might well repeat this action. 

I will also add that I think that there is no member of this com- 
mittee who wishes us to hold the pay up on June 30 because we made 
an error in estimating the pay and allowance account for military 
personnel, who have performed their services and within the numbers 
the Congress wanted maintained on the rolls. 
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Senator Extenper. Then, to go back to the question raised by Sena- 
tor Saltonstall, pursuant to the question asked by me, both of these 
amounts were not taken from any previous appropriation ? 

General Moors. That is correct. 

Senator ELtenper. But they show an overdraft on your accounts? 

General Moore. Yes. 

Senator ELLeNper. That was money that was never appropriated 
by this committee or by this Congress, is that correct ? 

“General Moore. That is correct. 

Senator Satronstatu. What this amounts to is just like you and 
me, General Moore, overdrawing our bank account, and the bank pays 
the check and is asking us to file a deposit to fill it out. 

General Moore. There is certainly some similarity in the two 
transactions. 

Senator ELienver. I am sure that has never happened to the Sena- 
tor from Massachusetts. 


EXTENT OF OVERDRAFT 


Senator Cuavez. Are there any further questions? 

Senator SauronsTaLu. I have one. 

This overdraft has hung on since 1956 ? 

General Moore. Yes. 

Senator Sattonsratt. Now how much has the Treasury in funds on 
which there has been no appropriation? In other words, this repre- 
sents a deficit of $14 million. How much of a balance have you got 
from the treasury now that is not covered by an appropriation? 

General Moore. You mean unexpended balances of other accounts 
which have lapsed to the Treasury? Is that what you are asking? 

Senator SattonsraLL. No. You say that the Treasury advances 
some money so that it is not the subject of any appropriation, because 
they want the Army to pay its bills, and so on, is that right ? 

General Moore. Yes,sir. We draw cash and write Treasury checks. 
The vouchers are charged against appropriation accounts. 

Senator SatronstaLL. Now the account shows it to be deficient by 
$14 million, or rather, $15 million. Now how much money is in that 
account now, do you know ? 

General Moore. In that account—that is supplemented monthly 
and changes monthly; but while you charge initially all of your ac- 
counts to that, you must make a separate charge subsequently to credit 
the advance and charge an appropriation. When we started to charge 
the appropriation concerned here, we find that there is no adequate 
appropriation to charge it against; so it is a deficit. 

enator SALToNsTALL. From the point of view of carrying out the 
duties of the Army, in other words, paying its personnel, this defi- 
ciency has hung over now since 1956 ? 

General Moors. Yes, sir. 

Senator Satronsraty. And no person has failed to receive his pay 
asaresult ? 

General Moorr. No one. 

Senator Sarronstati. So when the House said they wanted an ac- 
curate report before they put in money, nobody is going to be hurt ex- 
cept the Treasury of the United States? 

General Moorr. In having a red balance on the books. 





396 | SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Senator SaLTonsTAtt. Yes, a red balance on the books, as far as the 
Army is concerned, of $15 million ? 
General Moore. On the books of the Treasury. 


EFFECT OF DELAY 


Senator Extenper. There would not be any further hurt if you delay 
it another year ? 

Senator Sattonstauu. That is what I am trying to get at. 

General Moore. I think the answer to that is exactly this. 

Senator ELtenper. Well, that is the position taken by the House. 

General Moore. I think that is true. 

Senator Cuavez. They suggested they want to make a study of it. 

General Moore. Yes. 

Senator Cuavez. Do you not think it advisable that we wait, say 1 
year, until that study is concluded to see what it looks like at that 
time? 

General Moors. Well, I certainly attempted to say everything that 
I think could be said about it, just this last 2 or 3 minutes, and I 
really hope that someday we can get our books squared away. It 
would be fortunate if we could get this transaction sett'ed because we 
have taken up the time of this committee already and this makes either 
the second or the third time for this. 

Senator CHavez. Well now, that study might help you ont in carry- 
ing out that laudable ambition. Do you not think we should wait for 
the study ? 

General Moore. Well, the way you ask the question, Mr. Chairman, 
I do not. I think that we should clear this matter up for the reasons 
that I have stated, and if the committee does not see fit to do it. we 
will still do everything that we can to stop the recurrence of this kind 
of transaction. 

DEFICIENCIES IN 1956 AND 1957 


Senator Cuavez. Am I correct in stating the deficiency occurred in 
1956 and 1957? 

General Moore. Yes, sir. 

Senator Cuavez. Why did you not ask for it in 1958? 

General Travus. We did in 1958 for fiscal year 1956. 

Senator Cuavez. But you did have it in the other years. 

Colonel Mipren. We did, sir. In the case of the 1956 deficiency, 
this is the fourth time we have been before the Congress asking for 
this money, twice to the House and twice to the Senate. We have 
been denied the adjustment on the books for a year and a half to 2 
years now. Therefore, we must keep the books open and continue to 
come back to you to explain the case, by Treasury regulations. This 
committee that the Department of Defense have organized is aimed 
at better management of all military personnel appropriations 
throughout the services. Naturally, in the Army, we did not wait 
for this committee to come up with any conclusions. We made a 
study ourselves, and found out where the faults were. We have taken 
action over the past year to correct those difficulties that caused these 
very errors that we are talking about. Proof of our accomplish- 
ments lies in the fact that we are not deficient in 1958 nor are we 
deficient in 1959. The committee results naturally will help us in 
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some respects, but it will not overcome the fact we are deficient in 
1956 and 1957. 

Senator Exrenver. Colonel, do you know of any ‘such happenings 
in the Navy or the Air Force? 

Colonel Miipren. I am not familiar with their situation, sir. 


CIVILIAN PAY INCREASE 


Mr. Mitron. Mr. Chairman, I was discussing the second of the four 
items, and had only gotten halfway through. We had a $25 million 
deficiency as a result of the Lebanon and Taiwan problem. In ad- 
dition, we have a deficit by reason of the civilian pay increase. 

Congress authorized us to give an increase without providing the 

additional necessary moneys, and the law required us to “absorb it to 
the greatest extent possible.” 

The civilian pay increase in the Department of the Army created 
a cost of $78.5 million, of which we were able to take care of $58 
million. 

I am sorry, my figures are slightly in error. The difference there 
is $17.4 million. The total cost should be $75.4 million, and we were 
able to pay $58 million of it. 

That leaves us with a deficit of $17.4 million. 

When you add the two items of the Near East costs and the civilian 
pay deficiency of $17.4 million, it comes to $42.4 million. 


HOUSE ALLOW ANCE 


The House, in their bill, proposed that we get $38,160,000 and we 
are praying this committee to give us the $42,400,000. 

Senator ELtienper. As to the amount, $38,160,000, the House takes 
the position that it is adequate to cover the added requirements oc- 
casioned by pay raises and the Middle East emergency. Is the House 
correct ? 

Mr. Minton. No, sir. We do not think so. May I refer to some 
specific figures here ? 

Senator ELLENpER. Acc ording to the House report, the amount 
should be sufficient to cover pay raises as well as the additional costs 
occasioned by the Middle East emergency. 

hi your justifications you show an unbudgeted cost of $13.4 million 
to support an Active Army strength average of 887,300. Is that 
correct ? 

Mr. Miuron. That is correct. 

Senator ELLENpeER. It is my recollection that last year the Congress 

rovided sufficient funds for an Army of 900,000, and I am wonder- 
ing why there should be an unbudgeted cost. 

Mr. Minton. May I ask General Traub, who has the figures to 
answer that ? 

Senator ELLenper. I would like to have that explained. 

General Travs. Senator Ellender, the moneys we are talking about 
are related to the Army’s “Operation and maintenance” appropria- 
tion. 
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UNBUDGETED REQUIREMENTS 


This appropriation, during the year, has run into a very severe sit- 
uation of unbudgeted, unprogramed requirements in addition to 
those which were talked about in this request this morning. 

Now, these requirements total $132 million. I would like to cite 
you a few of them, and the purpose of citing these requirements is to 
show you this appropriation is in a very tight position right now, so 
that the little money we are asking for here, is for the purpose. 

Senator ELLenper. What was that you said? Did you say “little 
money” ? 

General Travus. If I said “little” I did not mean to say “little.” 

Senator Cuavez. You mean the restoration? During these days, it 
is a small amount. 

General Travus. You are quite right. 

The amount we are asking for here will only go a small way toward 
meeting these unbudgeted requirements. I would like to cite some 
of them. 

There is $17.4 million in requirements in connection with the im- 
plementation of the civilian pay raise. That has been mentioned; 
the $30.4 million for the Mideast; the $2.3 million for the Far East, 
the Taiwan emergency situation. There is also a $13.4 million item 
which ‘was required to support the additional strength of the Army 
through November 30, which was not programed and not planned 
insofar as the plans of the Department of Defense were concerned. 

Senator ELLenper. But we provided funds? 

General Travus. You did, indeed. 


MAINTENANCE OF 900,000-MAN ARMY 


Senator ELtenper. We provided funds for the maintenance of a 
900,000-man Army. 

General Travus. Yes. And I present a recapitulation which will 
show then how tight the situation is, by applying the funds you 
mentioned. 

Senator Eitenper. What made it tight? 

General Traus. May I continue, sir? 

Senator ELLenper. Yes. 

General Travs. In addition, there was $11.1 million for the support 
of increased numbers of Reserve component personnel undergoing 
6-month tours of active duty training; and an additional amount of 
$43.7 million for an increase in the pay scale to wage board em- 
ployees, including those hired locally, and in the overseas areas. 
There is $4.4 million for an increase in rates charged by the Military 
Air Transport Service. There is a $4.9 million increase in the de- 
pendent medical care program. There is a $1.3 million increase in 
postal rates; a $2.6 million dollar increase in postal services other 
than postal fees; and a $1.3 million increase in support of a NATO 
special weapons project. 

Now, when we apply the moneys that were appropriated by Con- 
gress against the increases cited we will have this situation: 

re Exxtenper. Do you mean specifically appropriated, or in 
toto 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 399 


General Travs. No, sir. You remember, you just referred to the 
appropriation of additional moneys by Congress last year to support 
the 900-000-strength Army ? 

Senator ELLENDER. Yes. 


NET UNBUDGETED REQUIREMENT 


General Traus. Now, we did not use all of those moneys for the 
strength of the Army because we held the 900,000-strength Army only 
through November 30, so there were savings there. When we applied 
those savings, as well as the anticipated receipts from this supple- 
mental request, which we have now before you, the net unprogramed 
and unbudgeted requirement is approximately $90 million. 

Senator ELLENDER. What became of the money we appropriated to 
maintain an Army of 900,000 men ? 

General Traus. May I speak tothat? In this appropriation in con- 
nection with the operation and maintenance appropriation, $39 mil- 
lion additional was appropriated by the Congress to sustain the Army 
at a 900,000 strength. The entire amount of $39 million was applied 
to the civilian pay increase. 

Senator ELLENDER. So you delivered it from the purpose for which 
it was appropriated ? 

General Travus. Not outside the appropriation. 

Senator ELLenper. I know, but Congress desired that you maintain 
the Army’s strength at 900,000 men. 

General Travus. Yes, sir. I am sure you realize, sir, that this was 
not the Army’s own action that resulted in the lesser strength. 

Senator ELLenper. But it shows that something ought to be done 
by this Congress in order to prevent its will from being frustrated. 

Senator CHavez. Congress was pretty definite. 

Senator ELtitenper. We certainly were definite. 

General Travs. I think, sir, as long as we were precluded from 
holding the strength of 900.000 we would have this situation 

Senator Extrenper. But you should not have used the funds for 
some other nurpose. 

General Traus. No. The Congress asked us to absorb the civilian 
pay increase as much as we could. 

Senator Eirenner. Yes, but you were directed by this Congress to 
maintain a 900,000-man Army, and the funds were appropriated based 
on estimates furnished by the Army. 

General Travs. I understand and appreciate your point. 

Senator ELttenper. I am sure you do. 

Senator Cnavez. All right. Let us get down to “Operations and 
maintenance,” as far as this bill is concerned. You asked the House, 
in round figures, for approximately $42 million. They gave you 
$38 million. 

General Traus. Yes, sir. 

Senator Cyavez. Now, give us some specific items. Where will 
en and maintenance” suffer if the $4 million are not re- 
store 





DEFERMENT OF MAINTENANCE 


General Travs. I think I can make a categorical answer to that, 
sir; that in general, whenever we are in a tight position in the “Oper- 
38932—59——26 
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ation and maintenance” appropriation, we will shortchange main- 
tenance. We hate to do this, but when we come right down to it, we 
have fixed charges, and we have the charges which are necessary to 
maintain the operational readiness of the forces. A commander in 
the field, if faced with a shortage of funds, will most always defer 
the maintenance on plant equipment. I think, sir, this is going to 
cost the taxpayer a great deal of money in the long run because, by 
deferring maintenance now, and performing it later, one will en- 
counter costs of eventual maintenance which would be much higher 
than if the maintenance were accomplished now, as it should be. 

Senator Exienper. Can you be a little more specific with an ex. 
planation of the amount of $13,400,000 indicated on the first page 
of your justifications under “Support of the Active Army strength 
of 887,300.” instead of the programed average strength of 878,400? 

General Traus. Yes, sir; I can. 

Senator Exxenper. Will you break that down? What caused it to 
goup? 

General Travus. This is related to the same item that has been dis- 
cussed before. 

In the action on the additional amount of money appropriated by 
the Congress to maintain the Army at 909,000 strength through the 
entire year, $39 million additional in the “Operation and mainte- 
nance” appropriation was appropriated by the Congress for this pur- 
pose. This was in excess of the amount reflected in the President’s 
budget request. 

Senator ELLenper. Of course, you know why it was done? 

General Traus. Yes. 

Senator Etienper. According to best estimates of the Army that 
was the amount required for for that purpose. 

General Travus. That is correct. 

Senator Eiienper. That is why we did it. 

General Traun. That is correct. 

Now, we held the strength of the Army through the emergency sit- 
uation, through November, at the hicher strength. very close to 
900,000, as close as we could. One could say for all practical purposes 
we did hold it at 900.000. 

Senator Eirtenper. You mean through November. 

General Traur. Through November 30. But the portion of that 
$39 million which should have accrued to the Army for holding he 
strength through November 30, was denied us for that purpose. The 
entire $39 million was made available, however to meet the needs of 
the civilian pay raise. 

Senator ELtenver. By the Bureau of the Budget ? 


FINANCIAL PLAN 


General Travs. By virtue of the financial plan of the Secretary of 
Defense. 


Senator SattonstaLy. Will the gentleman yield ? 

Senator ELritenper. One moment, Senator. By whom were these 
funds withheld ? 

General Traun. By the Secretary of Defense in the financial plan. 

Senator E.ttenver. By the President ? 

General Travs. No, sir. 
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Senator Ettenper. Through the President ? 

General Travus. No, sir. The Secretary of Defense. Mr. McNeil’s 
financial plan, which guides us in the money we spend and which is a 

ide for the Bureau of the Budget in apportioning funds. 

Senator E:tenper. Where did he get his authority to guide it? 
Was it not through Secretary McElroy by order of the President ? 

General Traus. Secretary McNeil reports directly to Secretary Mc- 
Elroy, of course. 
‘Senator ELLenper. Of course, there certainly should be no doubt 
that the President was unwilling to carry out the will of the Congress? 

General Travus. Sir, I really cannot answer that question. © 

Senator E.Lenper. Well, you could answer it but I realize you 
are precluded by your orders. 


General Traus. No, sir. I do not know what the relationship of 
higher officials was in this matter. 


Senator SatronstaLu. Has the Senator from Louisiana finished 
his questioning ? 

Senator Extenper. I still do not understand the explanation of 
this unbudgeted amount of $13,400,000. We were told by the Army 
that to maintain the Army at a 900,000 strength, an appropriation of 
$39 million would be needed for the “Operation and maintenance” 
appropriations. 

Senator Cuavez. We followed their advice and put it in the law. 

Senator EiLenper. That is right. 


General Travus. May I attempt to meet your purposes by expand- 
ing on this matter for the record, sir? 
Senator ELLenper. I wish you would. 


General Traus. I am asking to make an insertion into the record 
later. 
(The information referred to follows :) 


The Army budget for fiscal year 1959 was formulated within guidance estab- 
lished by the Department of Defense. Insofar as the strength of the active 
Army is concerned, this guidance provided for a beginning strength of 900,000 
and an ending strength of 870,000 with this reduction phased between July 1, 
1958, and June 30, 1959, so as to produce a man-year strength of 878,400. 

In reviewing the Army budget for fiscal year 1959, the Congress established 
the position that the strength of the active Army should be 900,000 throughout 
fiscal year 1959. The Army was requested to provide information on the 
additional funds required to support this position; i.e., a 900,000-man Army. 

For the “Operation and maintenance” appropriation, $39 million was reported 
as the requirement in addition to that requested in the President’s budget to 
support the 900,000-man Army. This additional $39 million was appropriated. 

On September 24, 1958, the Secretary of Defense in a letter to the President 
stated that the objective end strength for the Army in fiscal year 1959 would be 
the same as the budget submission, but that we would continue at the current 
strength (898,200) because of problems in the Middle East and Far East. 

In a memorandum of October 6, 1958, the Secretary of Defense authorized the 
Army to continue at current active duty strength levels until further notice. 

On November 13, 1958, the Secretary of Defense publicly announced that the 
planned reduction of the Army strength, which had been deferred due to the 
international situation, would now take place as planned before June 30, 1958. 
To implement this announcement informal agreement between Department of 
Defense and Department of the Army provided for continuance of the then 
current strength through November 30, 1958, with an orderly phase down to 
870.000 by June 30, 1959. This produces a man-year strength of 887,300 for 
fiseal year 1959. 

From a financial point of view the Department of the Army has received no 
operation and maintenance funds to support this increase in the man-years of the 
active Army from the initial program of 878,400 to the current estimate of 
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887,300. The reason for this is that the Department of Defense financial plan 
for fiscal year 1959 provides that all of the $39 million Congress appropriated in 
a connection be applied against the civilian pay raise requirement of $75.4 
million. 


STRENGTH OF ARMY 


Senator Cuavez. Well, you explain it a little further now. 

Senator ELLenper. Can you not do it now? 

General Travs. I will do it again, sir. The Congress appropriated 
an additional $39 million im the “Operation and maintenance” ap- 
propriation, to hold the strength of the Army at 900,000 rather than 
to have a beginning strength of 900,000 and an end strength of 870,000. 

Now, the Army did hold the strength through November 30 and 
therefore should have been entitled, we think, to the proportionate 
share of the $39 million which would be indicated by holding the 
strength of the Army through November 30. This proportionate 
share was not made available to the Army. 

Senator ErLenper. Where is it now? 

General Travs. It was applied entirely to the civilian pay increase. 

Senator ELLenper. Now, isn’t that nice ¢ 


AUTHORITY FOR ALLOCATION OF FUNDS 


Senator Smirn. Mr. Chairman, by what authority do they do this? 

Senator Ettenper. That is exactly the point. 

General Traus. The authority lies in general with the Secretary 
of Defense, as I understand it, to indicate the use of the funds within 
the appropriation. I cannot go any further. 

Senator E.renper. Mr. Chairman, we should do something to pre- 
vent the Department of Defense from disregarding the will of 
Congress. 

General Travs. I think, sir, these questions should really be directed 
at the officials of the Department of Defense. 

Senator ELLENpER. Do you blame them? 

General Travs. No, sir; I think the questions, in connection with 
the clarification of this point, should be directed to them. 


FUNDS APPROPRIATED FOR SPECIFIC PURPOSE 


Senator Ettenver. The matter has been clarified. Congress appro- 
priated money for a specific purpose and you proceeded to use it for 
other purposes. 

General Travs. Sir, we used it only as we were directed to use it, 
in this case. 

Senator E.tenpver. But whoever directed you disregarded the in- 
tention of Congress. 

Senator Cuavez. Who directed you? Mr. McNeil or Secretary 
McElroy ¢ 

General Travus. The direction in these matters comes through the 
document which I referred to as the financial plan and the financial 
plan together with pertinent directives indicates the use to which the 
moneys will be put. 

APPORTIONMENT PROCEDURE 


Now, in case there is ever any doubt about these matters, they are 
resolved by what we term an “apportionment request.” The appor- 
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tionment request goes to the Bureau of the Budget and there a final 
determination is made as to whether or not we get the money for 
specific purposes. 

Senator ELLeNpER. Well, as a matter of fact, all that Congress gets 
is an illustrative program? You present it to us to justify an ap- 
propriation and then you juggle it to suit your desires. 

General Travs. No, sir; I do not agree with that. 

Senator ELLenpER. Well, that is exactly what is done. Not neces- 
sarily by the Army, but by the Department of Defense through its 
financial plan. 

Senator Cuavez. Chairman Hayden has a question. 


DETERMINATION OF LEGALITY 


Chairman Haypen. I wanted to say that the legality or illegality 
of this depends entirely upon the wording of the appropriation. 

If the amount of money appropriated was available for more than 
one purpose, it could be used for one purpose or another, and that 
is a question that I think an examination of the law will determine. 

You are looking at that now, are you not, Senator Saltonstall ? 


FEDERAL EMPLOYEES SALARY INCREASE ACT OF 1958 


Senator SautonsTaLL. Mr. Scott, an assistant cleark, called to my 
attention, section 9, subparagraph (a) of the Federal Employees 
Salary Increase Act of 1958: 


The Director of the Bureau of the Budget is authorized to directly provide 
by regulation for the absorption of the respective applicable appropriations or 
funds available for the fiscal year in which this act is enacted, after the imme- 
diate succeeding fiscal year, by the respective departments, agencies, establish- 
ments, and corporations in the executive branch to the extent that said Director 
deems practical in the course of the increases in the basic compensation pro- 
vided by this act. 

Subsection (b): Nothing contained in subsection (a) of this section shall be 
held and considered to require (1) the separation from the service of any in- 
dividual by reduction in force or other personnel action or (2) the placing of an 
individual in a leave-without-pay status. 


so that under that regulation it would be assumed that the Director of 
the Bureau of the Budget authorized the Army to use these funds. 

Senator ExL.enpver. The language of this law of course makes the 
action legal. I am aware that it is not illegal to frustrate the intent 
of Congress. 

Senator Sautonstatu. I would assume so. 
directed to provide by regulation for the absorption from the respective ap- 
plicable appropriations or funds available for the fiscal year in which this act 
is enacted, after the immediate succeeding fiscal year by the respective depart- 
ments, agencies, establishments, and corporations in the executive branch to 
such extent as the Director deems practical. 

Chairman Haypven. The Army has funds it received under other 
laws. They could use this money for the pay increases for civilian 
employees. There was nothing illegal about it. 

eneral Traus. That is correct. There was nothing illegal about 
what was done, in my opinion. 

Senator Sattonstatu. May I ask a question on another subject at 
this point ? 
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FUNDS TO COVER MIDDLE EAST SITUATION 


In your prepared statement here, Mr. Milton, you say that there 
is a $30,400,000 appropriation necessary to cover the Middle East situ- 
ation. That is part of the money you are asking. 

Now, you say, on the next page of your justifications that— 
$14,800,000 of the supplemental funds requested and spent for the Lebanon 
situation have already been allocated, on a deficiency basis, to U.S. Army, Europe, 
to assist bringing 7th U.S. Army to a satisfactory state of operational readiness, 

In other words, you have taken already $14,800,000 of that $30,- 
400,000 to meet the crisis in Berlin ? 

The House appropriated $22.500,000 out of the $30,400,000, so that 
means, does it not, you are going to come before us, if that money 
in the amount of $14.8 million is spent in Berlin, for more to cover 
your Lebanon problem ? 

Mr. Minton. No, sir. We think that with the restoration between 
the $38 million and the $42,400,000 in the total “Operation and 
maintenance, Army,” appropriation we will cover Lebanon. Within 
the $42.4 million operation and maintenance supplemental based on 
the civilian pay raise and Lebanon, $14.8 million was to have been 
provided to U.S, Army, Europe. The Berlin situation aggravated 
the necessity for these funds. The action on March 19, 1959, of allo- 
cating $14.8 million to U.S. Army, Europe, was, in effect, an advance 
of funds this command would otherwise have received later. 

Senator SartronstaLtL. You will cover Lebanon and Berlin, too! 

Mr. Mixton. That is right. 

Senator Satronstatu. Even though you allocated it in this fashion, 
$14.8 million of the $30.4 million to the European crisis? 

Mr. Mitton. That is right. 

Senator SautonsTauu. In other words, you over-estimated Lebanon. 

General Travs. May I answer that, sir? 

Many of the costs in Europe were associated with the Middle 
East crisis, with the Lebanon crisis. The troops and some of the 
supplies that went to Lebanon came from Europe, and therefore the 
$14.8 million to which we are referring in respect of Europe is, in 
great part, associated with the Lebanon crisis. 

Senator Sanronstann. So that if we add the $4.2 million which 
you are now requesting, you will not come before us again for any 
deficiency in relation to Lebanon and that up through 1959, as far as 
you can see, you have covered the European crisis, that the House 
$99.5 million leaves you short by $4.2 million to cover all of these 
expenses ? 

Mr. Mitton. That is our position. 

General Travs. Yes. 


ALLOTMENT ON DEFICIENCY BASIS 


Now. as a technical matter—and this is one on which the Bureau 
of the Budget advises us—the $14.8 million was allotted to us on 4 
deficiency basis, and actually came from the $17.4 million which we 
are asking for in connection with civilian pay increases. 

We actually asked the Bureau of the Budvet to allocate to us, or to 
make available more monev than the $14.8 million. 

Senator Sartonstatn. Then where are you going to get the $174 
million for the civilian pay increase? 
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General Travs. That will come from the $25 million we hope to 

t for Lebanon. 

Senator SALTONSTALL. In other words, Lebanon costs less? 

General Traus. They are both in the same appropriation. 

Senator SattronstaLL. They are both in the same appropriation 
and now if we give you the additional money for these two purposes 
then you will take some of this money and put it into the civilian pay 
increases ? . 

General Travs. That is correct, sir. There is a technical point here. 
The Bureau of the Budget felt it could not apportion moneys on a 
deficiency basis unless there had been authorizing legislation in con- 
nection therewith. There was authorizing legislation in connection 
with the civilian pay increase. 

Senator Satronstati. Then why do we not add to the $17.4 million 
the implementation of the civilian pay raise and call a spade a spade, 
and sav that if we add $48 million to that $17.4 million, making it 
$22.2 million, we have cleared the civilian pay raise and left Lebanon 
and Berlin in satisfactory shape? 

General Travs. I really do not think it would make a great deal 
of difference. Our obiective here is to obtain restoration of the House 
cut in the appropriation. The moneys for both purposes are within 
the s»me anpropriation. 

I think the result would be the same. 

Senator ErneNpEer. Why are you not specific, General? Do you not 
think it would sound better to say to us “We need so many millions 
of dollars to do so and so,” instead of saying, “Give us $25 million 
for Lebanon and we will get out of that money for the civilian pay?” 
You ought to ask for the money you need for the specific purpose 
and lesve the juggling of figures for the Department of Defense 
financial plan. 

General Traus. No, sir. JT believe, sir, when we came forward 
with the request, we came with a request drawn up for the specific 
purposes for which we intended to disburse the moneys. 

Senator EiLtenper. Then why do vou not stick to that? 

General Traus. Well. I was explaining, sir 

Senator ELLeNnpER. Because you could not get it from the House? 
Is that it ? 

General Traus. No, sir: that does not have anything to do with it. 
This has been a matter arising since the request to the House was 
made. 





TOTAL COST OF LEBANON SITUATION 


Senator Er.enper. Let me ask vou this: Will vou supply this com- 
mittee with the entire cost of the Lebanon operation ? 

General Traun. Yes. sir. In this »pnronriation. we have this 

Senator Eiienver. I mean altogether, not only this appropriation. 

General Trav. I am informed, sir, the costs to the Army were 
apnroximately $60 million in all the anpropriations. 

Senator Fitenper. $60 million for what we did in Lebanon? 

General Traupn. Yes. 

Senator Eiienver. Did we get any assistance of any kind from 
our so-called allies? 

General Travus. I cannot answer that snecifically. I believe the 
British had a force that went into the Mideast. 
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Senator Extenper. They had a force in Jordan, but I am talking 
about Lebanon. 
General Travs. As far as I know, no, sir. 


TOTAL COST IN TAIWAN 


Senator Ex,enper. Tell us about Taiwan. What was the total] 
cost in Taiwan ? 

General Travs. In this appropriation, $2.3 million. 

Senator ELtenper. You are asking for that, but that does not in- 
dicate the whole amount. What was the total of the cost of Taiwan? 

General Travs. I will have to supply that for the record, sir. 

(The information referred to follows:) 


Total cost Army for Lebanon-Taiwan operation, fiscal year 1959 





aad lad cnbvchah ins nnichbibindhin tubo chon Seed beselasdetenininr neh v-dpach cnwh deind snes $19, 091, 000 
I So ad ek Bs ees ctuh hs penn gsedd. qhintbaskndipuincigemmacaiurnaies 0 
I oS cei ie inci epuicenm 
aa res, See ecioeheneesistonsnsieisnemieneserabuneanicinnee 32, 700, 000 
a oe BE lw telah stitch ase acirnieis 1, 235, 000 
RO et ee SE a i A a tk Aa 0 
I aE IC st ini eetibelmee agen 53, 026, 000 


NotTe.—Does not include MAP. 


Senator Eitienver. All right. How much did we get from our s0- 
called allies in order to assist in this Taiwan situation ? 

General Traus. This was entirely a U.S. operation. 

Senator Exienper. Entirely American ? 

General Travs. Yes. 

Senator ELttenper. That is what you will also find in Lebanon. 

General Traus. Yes, sir. 

Senator Cuavez. Are there any further questions? 

Senator Dworsnak. Mr. Chairman, I regret my delay in gettin 
here. Has the committee discussed the National Guard question yet! 

Senator Cuavez. We have. 


REDUCTION IN NATIONAL GUARD BUDGET 


Senator Dworsua4k. All right; I just wanted to make the observa- 
tion, insofar as cutting down the National Guard budget, that it seems 
to me it is quite unreasonable to dump billions of dollars all over the 
world to teach these Igorrotes how to defend us, when we completely 
ignore the necessity of trying to prepare young Americans to defend 
this country. 

Senator Cuavez. A very fine statement was made by Secretary 
Brucker on that matter. I think he was most sympathetic. 

Senator Dworsnax. What did the Budget Bureau do? Did they 
ask for any money ? 

Senator Cuavez. No, the Budget Bureau did not. We had some 
very fine testimony. 

enator Dworsnak. I will read it. Thank you. 
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DEPENDENTS’ MEDICAL CARE PROGRAM 


Senator ELLtenper. Now, Mr. Chairman, I would like to ask about 
the increase in the dependents’ medical care program of $4.9 million. 
Was this due to an error in your original estimate ? 

General Travus. As you know, whenever a program of this type 
is originally conceived, in the first year of such a program it is 
rather difficult to estimate the cost, and in this case the costs of this 
program, as they have materialized, were greater than those that we 
estimated; so therefore the amount shown here, in our concept, is 
an unbudgeted, unprogramed amount, which further contributes 
to the short fall in the “Operation and maintenance” appropriation. 

Senator Ettenper. Well, as I recall last year, the cost approximated 
$90 million, which was a great deal more than your estimate. 

General Travs. I believe that would be correct. 

Mr. Mirron. That is correct. 

Senator Ettenper. Am I correct ? 

Mr. Mizton. That was the total cost. 

Senator ELLeNper. What will be.the total cost for this year? 

General Traus. May I call on Gen. Floyd L. Wergeland, Executive 
Director of the Office for Dependent Medical Care? 

Senator Eittenper. As you know that was a burning issue before 
the committee: last year. 

General Travus. Perhaps the question could be restated for the bene- 
fit of the general, who is sitting in the rear of the room. 

Senator Exxenper. All right. 


OFFICE FOR DEPENDENTS’ MEDICAL CARE 


STATEMENT OF BRIG. GEN. FLOYD L. WERGELAND, EXECUTIVE 
DIRECTOR 


MEDICAL CARE IN FACILITIES OUTSIDE GOVERN MENT 


Senator ELtenper. General, as you will recall, last year the cost of 
dependents’ medical care in facilities outside of Government hospitals 
was a burning issue before this committee. 

General WercELAND. Yes, sir. 

Senator Eitenper. And I think pursuant to suggestions made by 
the committee, new rules and regulations were written. 

General WeRGELAND. That is correct. 

Senator Ettenver. To what extent has this cost increased over and 
above your estimates ? 

General Wercetanp. The costs last year came up to $89.916 million. 

Senator E.tenper. It was almost $90 million. 

General WerGELAND. $89,916,432. 

Senator Errenver. That was for fiscal year 1958 ? 

General WerGELAND. That is correct. 

Senator ELtenper. What will it be for fiscal 1959? 

General WerceLANp. The estimate for this year is $93.418 million. 

Senator Etienper. I thought there would be a reduction. 

General WercELAND. There isa reduction of it. 

Senator ELLenper. How do you figure that? 
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INCREASE IN DEPENDENTS 


General WERGELAND. Well, there has been an increase in the de- 
pendents population. There has been an increase in the medical care 
costs, both from the physicians’ point of view and from the hospitals’ 
point of view, of 414 percent as far as medical care costs, and about 8 
percent as far as the hospital costs are concerned. It is reduction per 
capita. 

Senator Ex:tenper. Will you elaborate further to show how this 
increased the costs? 

General WerceLaNnp. Well, I have the figures from the Department 
of Defense statistics—the ratio of dependents per each military per- 
sonnel has been going up, sir. 

Senator Ettenper. Are we to understand, that the change in regula- 
tions, made only a few weeks after the matter was brought to your 
attention, has not caused a reduction in this program ? 

General WercEeLANnp. Might I add, Senator, if we had not restricted 
it, we believe it would have cost us approximately $22 million more, 
at least. 

Senator Extenpver. Are you sure the program has been sufficiently 
restricted ? 

General WerGcELAND. If we restricted the program any more than 
we have, I think we would have failed to carry out the provisions of 
the act. We have restricted all the dependents living with the spon- 
sors who failed to use their facilities. The second restriction was 
added because we felt that we could not reduce sufficiently. We cut 
down on some of the care coverage. 


REDUCTION IN INSTANCES OF ABUSES 


Senator EL.tenper. Have the new regulations reduced the abuses? 

General WerGeLAND. They cannot use them at Government expense 
now without getting a permit from the military facility. There 
people who do pay for their own care because we cannot control that, 
1f they do so wish, but not at Government expense. 

Senator Cuavez. But the complaint was that, instead of using the 
facilities of the Government, the dependents would go to a private 
hospital, private surgeon or doctor. That was the bone of contention. 
We were assured that it could be taken care of by regulations. 

General WercenAnp. We have done that, and the hospitals are being 
used, and the strength is coming up every month. 

Senator Exttenper. But the cost of medicare for dependents is 
going up instead of down. 

General Wercetanp. Yes. But that is based upon the population. 
I would like to give you the population figures. 

This is taken from the Department of Defense statistics: In 1956 
the population was 2,803.000; in fiscal 1959, the population is 3,364,000. 

Senator Ettenver. That includes all services? 

General WerGELanp. Yes, sir; this is of all services. 

Senator Ex:enprer. When you say “population” you mean the sol- 
diers, their wives, and their dependents ? 

General WERGELAND. Yes, sir; that is right. 

Senator Fiienper. It includes all of them ? 

General Wercenanp. That is right. Then it is estimated going at 
this rate in 1960, it will go up to 3,537,300. 
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Senator ELtenpver. Even though there will be less soldiers? 
General WrerceLanp. That is right. 
(The following information was supplied later by the Department 


of Defense :) 


The questions above relating to population were misunderstood. The figures 
quoted apply only to dependents and not to their sponsors. 

Senator ELtenper. It is my belief that the information given to 
us last year was rather misleading. I thought, the new regulations 
would increase the use of the Government hospitals and reduce the 
cost of the medicare program. 

General WerceLanpb. You are absolutely right, sir. 

Senator ELLEnprr. But instead, it is going up. 


DOCTORS IN MILITARY HOSPITALS 


Senator Cuavez. I know, General, that the doctors, those connected 
with the military hospitals, were complaining because they did not 
have anything to do. 

Senator ELLenpeR. They had nothing to do. 

Senator Cuavez. They could not give better services because all of 
the dependents were going to private hospitals. 

Chairman Haypen. If we left it as it was, would the costs have 
been higher? 

General WerceLanp. If we left it as it was, the costs, as I have 
estimated it, would be $23,675,000 more because we were not using 
the Federal facilities. 

In addition, it would cut down the cost of care, which would not 
take full force until the first of May. 


SAVINGS EFFECTED 


Chairman Haypen. You did save some money last year ? 

General WerceLaNnpb. We certainly did, and in the coverage of the 
care I believe it would save us $18 to $20 million a year. It might 
well have been, if we had not put in the restrictions, we would have 
been well over $100 million. 

Senator Eitenper. I think that matter ought to be looked into again 
because certainly the information that was given to us last year indi- 
cated that under the new regulations the costs would be cut back con- 
siderably from the $90 million you used last year. That is in the 
record, as I remember it. 

General WerceLanp. That is true. 

Senator ELLenper. But now we are confronted with the same item 
and instead of going down it is going up to approximately $93 million. 

General Wercetanp. I think your anticipation was exactly correct, 
sir. However, we did not know we were going to get these tremendous 
increases in population. 

Mr. Mirron. Mr. Chairman, we have two other items, but I will go 
over them very briefly, if I may. 

Now I mentioned at the very start there were four items. We have 
mentioned two and have exhausted them. The last two are rather 
minor, insofar as the entire budget is concerned, but are of consider- 
able importance and magnitude to me personally. 
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The next to the last item concerns a request for $9.1 million, which 
was made to the House Appropriations Committee, and which the 
committee approved in the amount of $8,190,000, or a deficit of 
$910,000. 

Senator Cuavez. You are asking for restoration of that amount? 

Mr. Mixton. We are asking for restoration, and that goes back to 
civilian pay, exactly the same point that Senator Saltonstall made 
reference to. 

ALASKAN COMMUNICATIONS COMMAND 


Then the last item pertains to $176,000 requested for the Alaskan 
Communications Command, and again that goes back to the civilian 
pay increase, and the House gave us $158,400, or a difference of 
$17,600. 

Mr. Chairman, that concludes the four items. 

Chairman Haypen. If you do not get this last $17,600 where does 
it leave you? Can you tell me exactly where you are going to have 
to take it from ? 

Mr. Mitton. It will be in services; in research and development we 
will have to slow down some of our needs. 

Chairman Haypen. That is where you will take it from? 

Mr. Minton. Yes. sir. 

Senator Cravrz. We thank you. 

Mr. Mitton. Thank you very much. It is always a pleasure and 
privilege to appear before you. 


DEPARTMENT OF THE NAVY 


STATEMENT OF REAR ADM. G. F. BEARDSLEY, DEPUTY 
COMPTROLLER OF THE NAVY 


GENERAL STATEMENT 


Senator Cuavez. All right, Admiral Beardsley, you may proceed. 

Admiral Brarpstry. Mr. Chairman and members of the commit- 
tee, I am Rear Admiral Beardsley, Deputy Comptroller of the Navy. 
I have a relatively brief statement which covers the various appropri- 
ations, and I think it will summarize to your advantage the total re- 
quests of the Navy in these various appropriations. I would suggest 
that I read this and then we will have the Chiefs of the various bu- 
reaus here, who sponsor these various appropriations, and they have 
statements which, in the interest of saving time I would suggest that 
perhaps you would want to insert in the record and if you have any 
particular questions after I read my opening statement here we can 
ask them to answer questions as to the details. 

Then I will have two other items following that, one on title II. 
This is all on title I. Then I will have one of scrap and salvage, which 
is a general provision which I would like to touch on at the tail end 
of the Navy’s testimony. 

UNBUDGETED COSTS 


Mr. Chairman, we are appearing before you today in support of the 
Navy requests for a deficiency appropriation for fiscal year 1958 and a 
supplemental appropriation for fiscal year 1959. These requirements 
have been occasioned by unbudgeted costs arising after the budgets 
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were submitted and enacted. It is important to recognize that the 

increased expenditures represented in these supplemental requests did 

not result from actions originated by the Navy, but were either im- 
by legislative action or dictated by world events. 

Wherever it was possible to do so, the increased costs have been ab- 
sorbed within existing funds. The amounts we requested are net re- 
quirements beyond our capability of funding within current appropri- 
ations. Parenthetically, I should add total increases through about 
last November for various reasons were about $270 million in our 
appropriations. The Navy is absorbing $142 million of this and our 
supplemental here totals the difference here of $127 million, so we 
have absorbed over half of the costs that had occurred to last 
November. 

Senator Ettenper. May I interrupt you, Admiral? You say that 
this was caused by things that Congress did. I suppose you mean 
“increased pay” ? 


INCREASED PAY OF CIVILIAN PERSONNEL 


Admiral Brarpstry. Increased pay of civilian personnel and Leb- 
anon and the Far East. 

Senator ELLENDER. How much of that was increased pay ? 

Admiral Brarpstey. The increased pay is $85,225,000 for payroll 
costs. 

Senator ELtenper. Is that for civilians only ? 

Admiral Brarpstey. This is civilians only; yes, sir. I mentioned 
this in my statement. If I could proceed, I will come to it in the 
statement. 

Senator ELLENDER. What were the additional costs resulting from 
the Lebanon and Far East situations? 

Admiral Brearpstey. They are all contained in the statement. I 
will cover each one separately. 

Senator Etienper. All right. 


TOTAL REQUESTS 


Admiral Brarpstrey. The requests before you total $136,526,000, of 
which $9,050,000 is for fiscal year 1958, and $127,476,000 is for fiscal 
year 1959. 

These unbudgeted functions have already been performed and have 
resulted in expenditures. They now make it necessary to obtain ad- 
om funds to maintain the program. level previously approved by 

ngress. 

Attached to this statement is table 1 which provides a schedule of 
the Navy requests by appropriations and programs. 

Stated briefly, we are requesting funds in support of the following: 


Classified and scientific pay increases_....__...._...._.._._________ $52, 264, 000 
Mid@ie East and Taiwan costs____._..___..-..--________________ 47, 977, 000 
I i aint nin aieeilimnn 9, 050, 000 
I a 7, 457, 000 
I I I es. ceemetinenirriemenmeneinahinl 2, 280, 000 
ee tes este a Pa 17, 498, 000 

Ns Bi gece ich ren na tech eo chee hdd ca doesn een ed edna doo x econ es care 136, 526, 000 
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CLASSIFIED PAY INCREASE 


Unbudgeted civilian pay increases resulting from Public Law 
85-462, the Federal Employees Salary Increase Act of 19! 58, and Wage 
Board ‘actions through about mid-November will exceed $156 million 
for the year. 

Although none of this could be provided for in the 1959 budget, it 
has been possible to absorb two-thirds of the total figure. 


WAGE BOARD INCREASES 


Senator Etrenper. Admiral, you mentioned a Wage Board action, 
To what extent can the Wage Board increase compensation for civil- 
ians without congressional sanction ? 

Admiral Brarpstry. The Wage Board increases result completely 
from the dictates of Congress. 

Senator ELLenper. Do you know how they operate ? 

Admiral Brarpstey. Yes, sir; approximately. 

Senator E.tenper. How often do they increase the rates? 

Admiral Brarpstry. I cannot give the exact time, but periodically, 
either once a year or however often it is desirable or necessary, and 
you go into a geographic area and make a survey of various skills 
in that area and then determine a rate of pay for each of the skills, 

These are all the blue-collar employees, as you know. There was 
a law passed by Congress, I believe last year, which requires us to 
act on that within 30 days, which is a speeding-up process, in order 
to put them into effect. 

Through about mid-November, from the time we had submitted 
our budget to you last year, we already had increases of over $71 
million in that. Now, this goes on almost all the time somewhere in 
the country, so after November through to the end of the year we 
estimate between $20 and $40 million of additional expenses, which 
are not considered here, anyway. We have to absorb that additional 
$20 or $40 million in our budget. 

Senator ELtenper. These wage board increases are over and above 
the amounts specifically provided by Congress. 

Admiral Brarpstey. Yes; that is right. 

You will note that only the balance of ‘ $52,264,000 is being in- 
cluded in this request. 

MID-EAST AND FAR EAST 


In July of last year the Navy was required to place troops ashore 
in Lebanon. In the following month, it became necessary to augment 
the 7th Fleet in order to meet increased Communist pressure in the 
Formosa Straits. 

The total unabsorbed costs attributable to Mideast, Far East 
operations, were $47,977,000. These funds were expended for a variety 
of purposes, including such things as pay of personnel retained on 
active duty beyond their planned release dates, and fuel, supplies, 
and spare parts needed for the increased tempo of operations. 

Heavy costs were incurred for increased supply support rendered, 
buildup of the logistic pipeline, and accelerated ship and aircraft 
overhaul; those were all needed for an increased state of readiness 
to meet these critical world conditions. 

Senator Ertenper. When were these moneys spent? 
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Admiral Brearpstry. Last fall. 
Senator ELLenper. Yes, but on our own forces that we had there? 
Admiral Bearpstey. Yes; our own money for our own people. 


ASSISTANCE TO LOCAL FORCES IN TAIWAN 


Senator ELtenper. Was any assistance given, either directly or in- 
directly, to local fighting forces in Taiwan ? 

Admiral Brarps.ey. I cannot answer that, sir. If it was given, I 
am not familiar with it. 

Senator ELtenper. Could you tell us what assistance, if any, was 
furnished by our so-called allies in that area ? f 

Admiral Brarpstey. I am equally unfamiliar with that. I am not 
familiar with the fact that there was much assistance. 

Senator ELLEenper. Is there anyone present who would know about 
that ? 

Senator CuAvez. For instance, Taiwan. 

Senator ELLenpeR. Did we get any assistance from any other source ? 
Did the Australians or British or anybody else come to assist us 
there, or did they leave us carry the whole load ? 

Admiral Brarps.rey. Outside of the Chinese Nationalists, I do not 
know who participated. 

Senator ELLENDER. You do not know? 

Admiral Brearpstey. No, sir. 

Senator Cuavez. What about Lebanon? 

Admiral Brarpstrey. The same thing. The British went into Jor- 
dan, I think. 

Senator Cuavez. But we had our men over there in Lebanon and 
pulled them back eventually. Was there any other Navy from any 
other so-called ally ? 

Admiral Brarpstry. I do not believe so. 

Senator ELLenper. We carried the entire burden. Of course, that 
is nothing unusual. 

MEDICAL CARE 


Admiral Brarpstey. Medical care has a long history with which I 
believe this committee is familiar. The deficiency of $9,050,000 for 
fiseal year 1958 was considered and denied by this committee last year. 
The overobligation, however, still exists, and we are again requesting 
a deficiency appropriation in order to remove it from the records. 

Senator ELLeENpDER. Why was this request denied last year? 

Admiral Brarpstry. This was as a result of the hearings before 
this committee least year, at which time you denied this request for 
last year, and you directed the Defense Department to reexamine the 
regulations. That was about August that this was being discussed 
here. 

Then the Defense Department changed their instructions and the 
hew instructions were implemented I think, about October of last fall. 


NAVY OBLIGATION TO ARMY 


This particular bill is one that the Navy owes to the Army. The 
Army is the single service which manages the medical care program. 
The civilian doctors and hospitals have been paid this money last 
year. 





414 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Senator ELLenper. Out of what funds? 

Admiral Brarpstry. Out of their operation and maintenance ap- / 
propriations. 

Senator Entenper. Funds not appropriated for that purpose? 

Admiral Brarpstey. That is right; out of their own funds. We 
would normally reimburse them on a monthly basis. Our bank ac- 
count ran out along about April, and that is the time we came before 
you and presented our case, and you denied our money. As the 
matter now stands I believe the Army operation and maintenance 
appropriation is not expended or overobligated. The situation that 
exists here is that the Navy’s credit with the Army is not too good 
on this account. We owe them this amount of money. 


TOTAL COST TO NAVY OF MEDICAL CARE 


Senator ELttenprer. What was the entire cost to the Navy for fiscal 
1958 for the medical care program ? , 

Admiral Brarpstey. I would like to ask Admiral Gilmore to speak 
on that. 

Admiral Grumore. Sir, I am Rear Adm. F. P. Gilmore, Medical 
Corps, U.S. Navy, on duty in the Bureau of Medicine and Surgery. 

The funds for 1958 for this program were $20,200,000. We ran 
short in the vicinity of $8 million plus. 

Senator ELttenper. Why was your estimate so far off ? 

Admiral Grumorr. It was caused by insufficient experience upon 
which to base a better estimate, and that was reported, sir, to the 
House committee, and to this committee, I believe, in April 1957. The 
budget estimates were put together, and the major decisions were 
made in December 1956, which was the same month in which this 
law became effective. 


ESTIMATE OF CURRENT YEAR COSTS 


Senator ELtenper. What was your estimate for fiscal year 1959. 

Admiral Gitmore. The estimate of costs for 1959 was $23,500,000. 
In our request for a supplemental we are in for $4,250,000, so that 
the total cost in fiscal 1959 is roughly $2734 million. 

Senator Extenper. So once again, you have underestimated the 
amount necessary, even though you had a couple of years’ experience? 

Admiral Gitmore. That is correct, sir. At the time that we re- 
ported on the 1959 request we again indicated that the numbers of 
dependents that were actually reported to us were increasing and that 
the unit costs were rising. 


EFFECT OF NEW REGULATIONS 


Senator ELttenper. What effect did the new regulations have on 
the cost factor ? 

Admiral Giumore. The new regulations, sir, went into effect on 
October 1. However, obstetrical cases that had passed their first 
trimester were not included in these new regulations. As a result of 
that, the full effect would not be felt until about April 1. I can give 
you, however, sir, an illustration of the effect so far, and we anticipate 
further effect after April when all the obstetrical cases of those liv- 
ing with their sponsors will have come to service hospitals, within 
the limitations of these hospitals as to facilities, personnel and funds. 

Senator ELtenper. Can you tell us whether or not your estimates 
will be greater than the last fiscal year. 
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Admiral Gitmore. For fiscal year 1960? 

Senator ELLeNnpEr. No, fiscal years 1959 and 1958. 

Admiral Gitmorr. For fiscal year 1958 the total was $28,554,750 
and for fiseal year 1959, $27,800,000; for fiscal year 1960 it will be 
about $1 million more. Our estimate for 1960 is $28,968,095. 

If these restrictions had not gone into effect, an estimate right off- 
hand is that there would have been a request for $6 to $8 million more 
in 1960. 


USE OF GOVERNMENT FACILITIES 


Senator Extenper. Admiral, is there anything else that may be 
done to revise the regulations so as to cause more dependents to use 
the Government facilities ? 

Admiral Gitmorr. May I state to you, sir, a few figures, showing 
that that is being effected ? 

Senator ELitenper. All right, proceed. 


REGISTRATIONS FOR OBSTETRICAL CASES 


Admiral Girmorr. From January of 1958 through September of 
1958, the new registrations for obstetrical cases in naval residency 
training hospitals were at an average of 1,133 per month. In January 
the rate was 1,710 per month. 

With respect to the average daily patient load in all naval hospitals 
last July, the number was 1,439. In February, the number was 
1,756. 

When provision is made, sir, for the two Naval hospitals that were 
closed at Corona and Mare Island and for the hospital that was re- 
duced at Bainbridge, Md., the average daily patient load has re- 
turned to is essentially what it was before the Dependents’ Medical 
Care Act went into effect, sir. There is concrete evidence that the 
shift is materializing. 

Senator Exienper. With that I would expect a lower cost for the 
medicare programs, but instead it is going up. 

Admiral Gitmorr. That is correct. The number of dependents re- 
ported have increased, and the unit cost have gone up fee $50.25, 
as estimated to $53.66. 


DEFICIENCY APPROPRIATION REQUEST 


Admiral Brarpstry. The overobligation, in fiscal year 1958, how- 
ever, still exists, and we are again requesting a deficiency appropria- 
tion in order to remove it from the records. 

With respect to fiscal year 1959, supplemental funds are needed to 
meet increased hospitalization of dependents and greater usage of 
other Federal hospitals for their care and the care of naval person- 
nel. This cost comprises $3,214,000 of the total. 

The balance, in the amount of $4,243,000, is required for dependents’ 
medical care in civilian hospitals. 

Senator Exienper. Is this increase in federally owned hospitals? 

Admiral Giimorr. No, sir. The last increase I mentioned is for 
dependents in civilian hospitals. 

enator E1cenper. The increase of $4 million ? 

Admiral Brarpstey. That is in civilian hospitals. The last one is 
in civilian. The former, $3.2 million, is in the Government hospitals. 

Senator Ernenper. You mean in Army and Air Force hospitals? 


Admiral Brarpstey. Or the Veterans’ Administration. 
38982—59——-27 
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Senator ELLenper. And the increase was $3.2 million ? 

Admiral Brarpstey. Yes. In keeping with the stated desires of 
Congress, the joint regulations of the Department of Defense and the 
Department of Health, Education, and Welfare have been revised to 
limit the use of civilian facilities wherever Federal hospitals are 
available. These regulations are currently effective. The funds re. 
quested at this time are needed to pay costs incurred prior to the 
implementation of the new regulations. 


INCREASED USE OF FEDERAL FACILITIES 


Senator DworsHak. At that point, may I ask you whether the new 
regulations which became effective last October will result in the in- 
creased use of the available Federal facilities ? 

Admiral Brarpstrey. That has been brought out here. 

Senator DworsHax. You say it has been brought out. What as- 
surance do we have that you are doing more than making a gesture 
to implement the recommendations made by this committee last year? 

Admiral Grimore. We have already sir, shown definite effects so far. 
We feel that the new regulations issued by the Departments of De- 
fense and Health, Education, and Welfare, have gone as far as they 
could and still implement the letter and the spirit of the law, and 
considering our limitations in Naval hospitals as to personnel and 
facilities. 

Senator Dworsnak. I recall you said that the costs would have 
been $6 to $8 million more if these new regulations had not been made 
effective ? 

Admiral Gitmore. Very definitely so. 


OPERATION DEEP FREEZE 


Admiral Brarpstry. As executive agent the Department of the 
Navy is responsible for logistic support of Operation Deep Freeze in 
the Antarctic, an additional $2.280,000 is required to pay unbudgeted 
transportation costs and the added expenses resulting from extension 
of the operation beyond the originally scheduled completion date. 

This general caption consists principally of military personnel ex- 
penses indirectly attributable to the Mideast and Far East crises. It 
was recognized early in the year that funds appropriated for military 
travel and other personnel expenses were not sufficient to meet planned 
personnel levels. Steps were taken at that time to reduce costs in 
order to remain within the funds appropriated. With the advent 
of the crises in Lebanon and Taiwan and the increased world tension 
attendant thereto, it was not considered prudent to carry out these 
reductions. 

Principally for these reasons miiltary personnel expenses in fiscal 
year 1959 will exceed available funds by a total of $17,498,000. 


HOUSE ACTION 


I would like to offer for the record at this time table No. 2, which 
is a chronology of events today with respect to the fiscal 1959 sup- 
plemental request and the fiscal year 1958 deficiency. 

(Tables 1 and 2 follow :) 
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CONCLUSION 


Admiral Brarpstey. House action has been to reduce the supple- 
mental request for 1959 by approximately 10 percent and again to 
deny the total deficiency appropriation requested for medical care, 
1958. 

I would like to reiterate that our total supplemental request is for 
the net amount after all possible absorption of increased costs, and 
that these costs have already resulted in expenditures. In order to 
compensate for these unbudgeted expenses it will be necessary to either 
cancel or defer many urgent programs. Any reduction of this request 
can only be met by further elimination or curtailment of vital func- 
tions below the minimum acceptable level. A full restoration is 
strongly urged in order to minimize disruptions of functions and to 
enable the Navy to carry out its programs consistent with the needs 
of our national defense through the rest of the fiscal year. 

The representatives of the bureaus responsible for the management 
of the appropriations concerned in these requests are present to pro- 
vide the committee with any further information desired. 

As I mentioned, they have prepared statements, which because 
of your interest in saving time, I suggest we insert in the record, and 
if you have any specific questions about any of the appropriations, we 
will be glad to answer them. 

Senator Cuavez. All right; we will have each of them come up and 
insert their statements in the record and they can tell us about them. 

Admiral Brarpstey. You would like each witness to come forward 
and brief their problem and insert their statement in the record? 

Senator Cuavez. Yes; we want to hear each of them, and we might 
possibly ask them some questions. 

Senator SattonstaLy. May I ask Admiral Beardsley one question: 


EFFECT OF DISALLOWANCE OF FUNDS 


You are requesting a reclama, after all the House cut, amounting in 
1959 to $11,965,900. If the Senate saw fit not to put back any of 
these amounts presumably these would be taken care of, or substan- 
tially taken care of, as I see it, in your 1960 budget, would they not? 

Admiral Brarnstey. None of them would, at all, because they are 
all operating costs for this year, and if we do not get this money we 
would have to obligate less money this year, and the next year’s 
budget would not help us in these areas. 

Senator Sarronsratu. By not obligating more money in these 
accounts, what it means is that to take care of civilian pay, to take 
care of Lebanon and Taiwan and the unbudgeted expenses, you had 
to take it from these accounts ? 

Admiral Brarpstry. “Other.” 

Senator SauronstaLu. Now you are asking us to put it back? 

Admiral Brarpstey. Yes, sir. 

Senator Satronstati. Now I say, assuming we do not do any of 
this, then these accounts would have to be struck off, so to speak? 
These amounts would have to be knocked off entirely ? 

Admiral Brarpstry. I think the bureau chiefs’ statements will 
cover these various items. 

Senator Sarronsratn. Not enough money has been obligated for 
these purposes? 
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Admiral Brarpstry. Well, the requested restoration here of $21,- 
015,900, I do not think has been obligated. 


CONTINUING DEFICIENCY 


Senator SatronsTauu. If the $9.050,000 for medical care, 1958, is 
not appropriated, that will have to be carried over as a continuing de- 
ficiency until it is solved in some way ? 

Admiral Brarnstry. I believe that the Army fiscal year 1958 O., 
& M. appropriation has sufficient funds remaining, so it is not an 
actual deficiency, as far as that appropriation, on the Treasury books, 
This is a case of the Navy having to transfer money with a 1080 to 
the Army to pay bills they paid for us, so the Navy would continue 
to owe the Army this monev. 

Senator Sarronstaty. The Navy would continue to owe the Army 
$9 million until Congress in some way covered it ? 

Admiral Brarnstey. That is my understanding. 

Senator Sauronstati. But what is does is to come out of the Army 
M. & O., and these other items, as you say, of this $11,965,900, none 
of that has yet to be obligated, so that if we do not appropriate 
that money, what it amounts to is that those objectives for which 
this money was originally appropriated would not be carried out? 

Admiral Brarpstry. That is correct, and I think each bureau chief 
will touch on it, either in his statement or summarization. 

Senator Sattronstatu. Now, the House cut it overall 10 percent. 


What we have to determine is how far to cover these unbudgeted 
costs? 


Admiral Brarpstry. That is right. 

Senator Sarronstatt. Now the only unbudgeted cost, as I see it, 
is Oneration Deen Freeze. Now you have gone ahead on that. That 
money has actually been spent. has it not ? 

Admiral Brarnstry. I prefer to defer that until the witness testi- 
fies on that. so he can tell you exactly the status of the funds. 

Senator Exienver. I would like to ask one question of General 
Moore. 

The amount that is due by the Navy to the Armv has no connection 
with the deficit that the Army snoke shout a while ago? 

General Moore. It is an entirely different matter, sir. 

Senator Errenper. I suppose this is carried as an asset by the 
Army? 

General Moore. Yes, sir 

Admiral Brarnstry. Accounts receivable probably. 

Senator Sautonstatn. Carrvine that thought further, the Army 
does not request anvthing for 1958, but the Army request is for sup- 
plemental 1959; is that correct? 

General Moorr. Well, the Army is not requesting this item, although 
it is owed to the Army. The Navy is requesting this. 

Senator Sautonstati. Mv nrimarv thought is this: Did the Army 
reanest anv supplemental 1958 funds? 

General Moorr. No. sir. 1956 and 1957. The Army did request 
1956 and 1957 funds, but not 1958. 

Senator Sartonstaty. Not 1958. All right. Thank you. 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 


Minirary PrersonneLt, Navy 


STATEMENT OF VICE ADM. H. P. SMITH, DEPUTY CHIEF OF NAVAL 
OPERATIONS (PERSONNEL AND NAVAL RESERVE), AND CHIEF 
OF NAVAL PERSONNEL, ACCOMPANIED BY CAPT. B. SCHUMM, 
ASSISTANT CHIEF OF NAVAL PERSONNEL FOR FINANCE (COMP- 
TROLLER); AND C. E. STAUDTE, ASSISTANT COMPTROLLER FOR 
BUDGET, COMPTROLLER DIVISION BuPERS 


REQUEST FOR RESTORATION OF REDUCTION 


Senator Cuavez. The next item is for “Military personnel, Navy.” 
The budget estimate is $36,735,000 and is for costs of the emergency 
situations in the Near East and Far East earlier this year, for addi- 
tional social security costs, and increases in the rate of commutation 


of rations. 


1959 


421 


The House has allowed $33,061,500. Restoration of $3,673,500 is 


requested. 


At this point in the record I shall insert the program by activities 


and by object classification for “Military 
(The information referred to follows: 


Program and financing 


ea Navy.” 








available estimate (+) or de- 
crease (—) 
m by activities: 
Direct obligations: 
1. Pay and allowances. --... sialinchbia ales ce cgueiia candice $2, 252, 636, 000 | $2, 271,017,000 | +$18,381,000 
es PeNMROIIN TTR PING is soins cso nip emree mites 147, 880, 000 153, 105, 000 +5, 225, 000 
3. Movements, permanent change of station ---- 117, 156, 000 130, 285, 000 +135, 129, 000 
NE og te nite ceurnwamnniel 3, 048, 000 hy EE Soeccccocccuasen 
Total direct obligations....................- 2, 520, 720, 000 2, 557, 455, 000 +-36, 735, 000 
Reimbursable obligations.....................-..... 33, 713, 000 Be. d EE hs bees covet eoetedoole 
NNN lth aia seeaduditdouudmcience 2, 554, 433,000 | 2, 591, 168, 000 +36, 735, 000 
Financing: 
Unobligated balance transferred (72 Stat. 716) from— | 
Miavy stook fund" <2: 2)... 320k. —120, 000,000 | —120,000,000 |_....----.--. 
tg a oR eee eg ae —15, 000, 000 —15, 000, 000 |_....- LS Deters 
Advances and reimbursements from— | 
OS ERA SR e heg Re is ak ee net Oe —19, 917, 000 ame D GL O80; UNO fonkweoccaudmuasne 
Non-Federal sources (5 U.S.C. 171m-1, 172d, 
Riperk: 20) TB. ORO ch co nc cticce. tc —13, 796, 000 —13, 796, 000 |---------------- 
Appropriation (new obligational authority)-_} 2, 385, 720, 000 2, 422, 455, 000 +36, 735, 000 
| 4 


1959 presently 


1959 revised 


1959, increase 
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Object classification 


























1959 presently | 1959 revised 1959, increase 
available estimate | (+) or de- 
| crease (—) 
i — -— — 
Direct obligations: | 

01 Personal services: Military. ...........-...----- $2, 221, 368, 000 | $2, 237, 247, 000 +$15, 879, 000 
ip SOP RE A a a 56, 296, 000 65, 425, 000 | +9, 129, 000 
03 Transportation of things. _...........-._--.-.--- 39, 707, 000 43, 707, 000 | +4, 000, 000 

05 Rents and utility services._................._... 1, 938, 000 ef Ye ree 
07 Other contractual services. _........__.-_____.__ 10, 936, 000 10, 970, 000 +34, 000 
08 Supplies and materials_.__________- be ee 146, 243, 000 | 151, 434, 000 +5, 191, 000 

12 Pensions, annuities, and insurance claims__-_---- 12, 584,000 | SR OD bowser emencnaiee 

Det NG cena areata MOL. Mate 324, 000 006,000 to eee 
Ie ccnnghinn 31, 324, 000 33, 826, 000 | -+-2, 502, 000 
Total direct obligations _________- daeteedaadad 2, 520, 720,000 | 2,557, 455,000 | +36, 735, 000 
Reimbursable obligations.........................._.--- 33, 713, 000 | BS; 908, O00 bi adic desea 
TWD MINNIS irene de pe cccccenncoe ne 2, 554, 433,000 | 2,591, 168, 000 +36, 735, 000 





PREPARED STATEMENT 


Senator Cuavez. You may proceed. 
Admiral Smrrn. As suggested, sir, I would like to submit for the 


record my brief statement, and then briefly give you the highlights of 
the statement. 


Senator Cuavez. The statement will be inserted in the record at this 
point. 


(The statement referred to follows:) 


STATEMENT OF Vice Apm. H. P. SmitrH, CHIEF OF NAVAL PERSONNEL AND 
Deputy CHIEF OF NAVAL OPERATIONS (PERSONNEL AND NAVAL RESERVE), 
IN CONNECTION WITH SUPPLEMENTAL APPROPRIATION ESTIMATE FOR THE 
APPROPRIATION, MILITARY PERSONNEL, Navy, Fiscat YEAR 1959 


Mr. Chairman and gentlemen of the committee, I appreciate this opportunity 
to speak to the critical situation facing the Navy in fiscal year 1959 as a result 
of the House action on our request for additional funds under the appropriation 
“Military personnel, Navy.” 

Briefly, this appropriation provides for the pay and allowances of the active 
duty personnel of the Navy. As a result of the crises in the Middle Bast and 
Far East, a request for additional funds for this purpose was submitted to the 
House of Representatives, after justification to and approval by the Secretary 
of Defense and the Bureau of the Budget. It is now known that the $36,735,000 
requested is the bare minimum for our projected requirements through June 30, 
1959. Actually, certain steps have been taken in order to live within the 1959 
original appropriation made available last August plus the additional $36,735,000. 
Stringent economies have been made in the personnel transportation and sub- 
sistence areas. 

The House action in reducing the supplemental request by $3,673,500 places 
in jeopardy the ability of the Navy to hold its personnel strength of 630,000 
as approved for June 30, and for the next fiscal year. Unless the amount cut 
by the House is restored the only actions remaining to be taken to restrict 
expenditures to the reduced figure would be drastic in nature. These actions, 
which include reducing Navy strength and further delaying promotions, would 
of necessity involve large numbers of personnel in order to generate the differ- 
ence between the amount recommended by the House and the amount of our re 
quest. We have reached the stage in the course of the year when it begins to 
cost more to separate a man from the service than to keep him. Therefore, 
reducing the strength of the Navy to save money in fiscal year 1959 would involve 
stopping recruiting. This would result in a permanent loss to the Navy of quali- 
fied recruits available for enlistment in the next few months. The number of 
recruits lost would approximate 10,000. The manning level of the fleet—80.5 
percent of complement—is already critically low in 1959. The only actions left 
to me to generate savings in this appropriation would be damaging to the strength 
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and the morale of the Active Navy Forces and I should hesitate to initiate such 
actions. 

In view of the above, I urgently request the restoration of the cut recommended 
by the House and the granting of an appropriation in the full amount of our 
supplemental request of $36,735,000. 


GENERAL STATEMENT 


Admiral Smirn. Now, I speak only to the appropriation “Military 
personnal, Navy.” 

That is for the pay, allowances, subsistence, and transportation of 
the active military personnel of the Navy. 

My situation is this: that T am operating on a personnel plan that 
is deficient $36,735,000. This is the amount which has been approved 
by the Office of the Secretary of Defense and the Bureau of the Bud- 
A for submission to the Congress. 

This sum has been reviewed in order to get it just as low as we can 
get it for our minimum requirements. I have made all the savings, 
all the estimates of absorption that could possibly be made. 


HOUSE REDUCTION 


Senator Cuavez. You asked for $36 million-plus, and the House 
reduced it by $3,673,500 and that is the picture now that you are 
talking to? 

Admiral Smiru. Yes, sir. I make this one statement, sir: that as 
late as last November I could have prepared a plan which would 
have permitted me to live within the 1959 appropriation but at that 
point I passed the point of no return. 

At this stage now it costs about as much to let a man go as it does 
to keep him, ‘when you have to pay him off and give him his various 
emoluments, and so forth. Therefore the only method open to saving 
money is to cease recruiting and that would have the effect at the end 
of the year of a reduction in the number of men, who are desperately 
needed to man the fleet. 

We think the fleet’s manning level is as low as it can possibly go 
under 81 percent. 

That, in brief, Mr. Chairman, is my statement. 

Senator Sarronsrauu. I have one question, Mr. Chairman: Your 
shortage would be approximately 10,000 personnel. In other words, 
if you had it cut 10,000 the separation pay would make this amount 
of $3.6 million show up in next year’s budget as an additional item 
to take care of this separation pay ? 

Admiral Smrrn. That would be the financial effect. The practical 
effect on our manpower would be much greater because I would 
have lost the high caliber recruits that I would ordinarily get in the 
months of May and June. 

Senator Sattonstatu. In addition, you would lose 10,000? 

Admiral Smrrn. At the end of the year, the strength would be 
10,000 under, and that deficiency would be in existence for some 
period of time. 

Senator Sarronsratu. Thank you. 
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ArrcrRAFr AND Facrmirres, Navy (AFN) 


STATEMENT OF REAR ADM. R. E. DIXON, CHIEF, BUREAU OF AERO. 
NAUTICS, ACCOMPANIED BY VICE ADM. R. B. PIRIE, DEPUTY 
CHIEF OF NAVAL OPERATIONS (AIR) 


SUPPLEMENTAL REQUESTS 


Senator Cuavez. The next item is “Aircraft and facilities” 
budget estimate for this item is $20 million. 
were occasioned by the Lebanon and Tai 


costs of Operation Deep Freeze, and the civilian pay raise. 


The House allowed $18 million, a cut of $2 million. 


ment is requesting full restoration. 


and the 


Supplemental requests 
yan situations, unbudgeted 


The Depart- 


At this point in the record I shall insert the program by activities 
and by object classification for “Aircraft and facilities.” 


(The information referred to follows :) 


Program and financing 





PROGRAM BY ACTIVITIES 


Direct obligations: 


1959 1959 1959 in- 
presently revised crease (+) or 
available estimate decrease (—) 

















1, Flight operations, Regular Navy-__..-........-.-....-_- oe: 519.000 | $185, 751,000 | -+-$4, 232, 000 
2. Flight operations, Naval Reserve........-..-.-...-...-| 19, 9, 243. 000 BO 268.000 I... 5... ieee 
OE LES 25.028 aa. isleminmawals oe 338, 000 254. 540. 000 +8, 202, 000 
4. Station operations, Regular Navy__-.--.--------------- 215, 835, 000 216, 610. 000 +775, 000 
5. Station operations, Naval Reserve _.-..--------------- 15, 622, 000 BR See, Mee 1s ccandeveuh 
6. Alteration and replacement of facilities._...........___- 50, 286, 000 ee SOO lo wcokoomeantee 
7. Supporting equipment, materiel and services_.......-_- 105, 627, 000 106, 169, 000 +542, 000 
8. Departmental administration. __.............--..-.___- 9, 647, 000 9.067. UO Nnctomsnncaauat 
Supplemental required for pay increases_-_.......---.----- 96900, 000 fins n snd 52s +6, 249, 000 
RR ee ee ee ere een ee 837, 868,000 | 857. 868, 000 | _+%, 000, 000 
Reimbursable obligations: 
1, Flight operations, Regular Navy.-....-.---------------- 1, 000, 000 5008, G00 Fons he 
rr ri 1. lan owitpwemcpaclancesiastaaenctensdhahmseuceaodeanauntiebitn 
I i dialbinpahemns 28, 500, 000 Se, Cae. ON ha occccs ple 
4, Station operations, Regular Navy_..-..---------.----.-- 10, 812, 000 ee es ee 
5. Station operations, Naval Reserve __----.-------.----- 742. 000 TRG Necninmmcicdiaeniin 
6. Alteration and replacement of facilities__............--- 650, 000 
7. Supporting equipment, materiel and services_.......--- 2, 317, 000 
8. Departmental administration. ..............-.-.-.----- 2, 000 
Total reimbursable obligations............-....--.--- 44, 023, 00 
a a cnc embica aeemeniatiaaddeenl 881, 891, 000 
FINANCING 
Unobligated balance brought forward (69 Stat. 438)_........._ —10, 000, 000 
Advances and reimbursements from other accounts: 
Deliveries of materiel common to U.S. requirements ord- 
ered by military assistance in current year......-...---- —80, 000 
I toni —31, 588, 000 
Non-Federal sources (10 U.S.C. 2481; 10 U.S.C. 2667; 5 
ce Roi ie arp 0 okt: |) ens Thornes —1, 600, 000 == 1,000,000 |. cnunnceenss 
Anticipated reimbursements for future year deliveries of ma- 
terie] common to U.S. requirements ordered by military as- 
th tS ERS Sa Ea. —755, 000 —755, 000 |......-----2<0 


New obligational authority 


837, 868,000.| 857, 868, 000 | +20, 000, 000 
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Object classification 





























1959 1959 1959 in- 
presently revised crease (+) or 
available estimete decrease (—) 

Total number of permanent positions.....-__........--------- 66, 877 66, 877 

Average number of all employees__----...----- 65, 489 65, 489 

Number of employees at end of year. _-.---------------------- 63, 692 63, 692 

Personal service obligations: 
i Te al sa Seaside Reims $336, 258, 000 | $336, 258,000 |_........... 2 
Positions other than permanent.........--.-.........-.... 3, 000 BU Ben ctoe pect 
ST REE SOT VION Soo acadantudiwescuacchavieete 7, 674, 000 4; OUR OO itn cenereitcinhins 

Total, personal service obligations. --..-.-.-.-..---.---- 343, 935,000 | 343,935, 000 |..-.....-----. 
: ae eit) at 

Direct obligations: 
era I or ee anne ache 342, 477, 137 oe 7 ee a oe 
ici bain eaten maeinen 13, 185, 000 13, 727, 000 +$542, 000 
he ERMEIOECOGIOD OF GIITIES . on cnnneccsantacceséuvancuns 17, 384, 000 19, 464, 000 +2, 080, 000 
Oe” <pommmmmiontions Serviees.. 2.5. 2... onc te ed 2, 561, 000 S, SOR Oe 1.3. nb paces 


pt Sates GEN WGeeeey BOT VICNS ac. onc on kee ces cc nd dee. 5 12, 040, 000 








50 OOP lncciscunkemen 
Dy ES dutieutcmnsiee 
62, 680, 630 +1, 324, 000 
SGU GO Lebdiecutecesane 
$5 OP. lennon canneunen 
261, 696, 024 +9, 805, 000 
LED TOR Oe howe wennsaate 
DB, CEN hack een cae 
Phe Pvenwninanwaeys 


AU eee 





862, 624,000 | +20, 000, 000 
4: 9B, O00 ih sis espehies tins: 
857, 868,000 | +20, 000, 000 











Ap ee ine ianacomen 
5d, CONROE bocca neccabnorts 
fe 8 OR Ele eee 

Ri OURO | caiecdethaoden 

WG Oe gcc megane 
WEE anabusnanasee 


44, 023, 000 | ca eaten a 








OS + Frimting and reprodgaction. . 0 ....c.ccnscnccesasecceus 2, 694, 000 
ar Cpeeeer merece: SOP WSONN 8 nnn... ccnwatecncdesucce 61, 356, 630 
Services performed by other agencies_..-......--..---- 2, 900, 000 
Labor contracts with foreign governments !__.---_.._- 4, 113, 000 
in IE OE CUE Uc cmeamiseiomanmes 251, 891, 024 
ep eI een cn cna cacaapiuicuee pa eomatemeee bide 112, 754, 000 
ie es NOD UUNORTINOD i Se cca dakbenambbeniiace 3, 683, 000 
11 Grants, subsidies, and contributions. -.............---- 21, 771, 209 
ey ic tao ndnnekomeneeinnwneces: 63, 000 
Supplemental required for pay increases_-..-.....--.------ —6, 249, 000 
a i wis 842, 624, 000 
Deduct portion of foregoing obligations originally charged to 
aos Crnsees 07, 06; ONG GOs sone c nc ccccccswncccccdewnncende 4, 756, 000 
I AA wa cwici mien 837, 868, 000 
Reimbursable obligations: 
ga Ee ee ae ee ee ese 1, 457, 863 
Oy SOC Rer GOMtIORIR) SOT VINES. « Weems ncccncmssemanscces 11, 609, 006 
ae. Sen Gn CSE ROEE Cot Wo sha osiunncsocnessenaaae 27, 945, 000 
em, 5h la tne Blandi craig aioe seaman eibiatinsktonslin inion 2, 916, 908 
11 Grants, subsidies, and contributions_.....-.......--.. 94, 000 
seen Greener mii ninmipaeee 229 
Total reimbursable obligations_.............-.-.---- 44, 023, 000 
CO A reise eaten 881, 891, 000 





| 901, 801,000 | +20, 000, 000 





1 Average number of persons: 1959, 4,691. 


PREPARED STATEMENT 


Senator Cuavez. We will now hear from Admiral Dixon. — 
Admiral Drxon. I will file my statement with the committee and 


summarize briefly. 
(The statement referred to follows:) 


STATEMENT OF REAR ADM. Rosert E. Drxon, USN, CHIEF 
, > 


BUREAU OF AERONAU- 


TICS, CONCERNING SUPPLEMENTAL REQUEST FOR THE FISCAL YEAR 1959 AIRCRAFT 


AND FACILITIES APPROPRIATION 


Mr. Chairman and members of the committee, the aviation segment of the 
Navy’s $136.5 million supplemental request to the House Appropriations Com- 
mittee was $20 million. The House made a general reduction of $2 million 
in this amount. We are requesting this committee to restore the $2 million de- 
leted by the House to avoid detrimental cutbacks in technical procurement es- 


sential to maintain aircraft readiness. 


The $20 million request covers three specific requirements which arose after 
the 1959 appropriations were passed and which could not be accommodated 
within the $837.9 million appropriated to our 1959 aircraft and facilities appro- 
priation. This amount provides $11.7 million for the out-of-pocket costs of the 
Lebanon and Taiwan Straits situations, $2.1 million for unbudgeted costs of 
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Operation Deep Freeze, and $6.2 million for a portion of the cost of the civilian 
classified pay raise enacted last year. . 

Our largest requirement is the $11.7 million spent on the emergency opera- 
tions in the Mideast and Far East. At the outset of trouble in July, the Navy 
stepped up the operating tempo of its combatant forces and sustained these ac- 
celerated operations for a period of about 4 months. We increased the flying 
of our earrier-based aircraft engaged in air reconnaissance and antisubmarine 
warfare operations, and increased the number of patrol aircraft flying the Pacific, 
Atlantic, and Iceland barriers. 

Although the tempo of operations has now lessened somewhat, the readiness 
position of our forces is being maintained at a relatively high level and conse- 
quently some additional costs will continue to accrue for the remainder of the 
year. In our $11.7 million request, however, we are asking only for those out- 
of-pocket costs incurred during the first 4 months of the year which were over 
and above normal operating costs. These over- and above-normal costs include 
the increased consumption of aviation fuel, per diem for deployed units, in- 
ereased air station support, and particularly the cost of overhauling additional 
aircraft engines and of performing emergency work on squadron aircraft to 
make them more combat ready. All other costs, such as drawdowns on stocks 
of repair parts and the continued deployment of aviation forces are either being 
absorbed or deferred to subsequent years. 

Our second requirement of $2.1 million for Operation Deep Freeze is for the 
cost of reimbursing the Military Air Transport Service (MATS) for airlifting 
eargo and personnel between the United States and New Zealand and thence to 
American bases in Antarctica. These bases were developed in support of this 
eountry’s participation in the International Geophysical Year. Although the in- 
ternational aspects of Operation Deep Freeze are drawing to a close, four of the 
seven American Antarctica bases will continue in operation during fiscal year 
1959 as a part of this country’s Antarctic research program. No funds were in- 
cluded in the 1959 appropriation requests for the airlift costs of servicing and 
resupplying these bases. The Navy, being the executive agent for Operation 
Deep Freeze, has been assigned the responsibility for financing these costs for 
all American participants in the Antarctic program. 

Our final unbudgeted requirements of $6.2 million is for a portion of the cost 
of the pay raise granted to the classified employees last year. The total cost of 
this pay raise in this appropriation amounts to $8.7 million, but we are absorb- 
ing $2.5 million of these costs within the funds already appropriated. 

We would like to emphasize, Mr. Chairman, that the full amount of the $20 
million request is required to support our operations for the remainder of the 
year. This amount was arrived at only after all possible economies had been 
taken into account. Accordingly, we have limited our request to the money we 
have had to spend this year for the classified pay raises and the actual out-of- 
pocket costs of the Lebanon and Taiwan situations. The noncash costs of these 
emergency operations such as drawdowns on stocks of material and equipment 
are not covéred. We are deferring the replenishing of these items to subsequent 
years. In addition, we are absorbing all other unbudgeted requirements affect- 
ing this appropriation, the largest being some $18 million in blue collar wage 
increases which have occurred since we submitted our appropriation request last 
year. art of this absorption is being made possible by curtailing operations 
where feasible, and by closing a number of air stations and reducing the scope 
of operations at others. 

Another factor of paramount importance is that subsequent to House action 
on our supplemental request, we have experienced an unanticipated price in- 
crease in the cost of aviation fuel effective April 1, 1959. This increase alone will 
inflate our costs in excess of $2 million between now and June 30 and will in- 
evitably lead to reduced operations. 

Mr. Chairman, we feel that we have done all we can to reduce costs or defer 
requirements. With the easing of tensions in the trouble areas, we are reducing 
the tempo of aviation operations consistent with the needs of the current situa- 
tion. However, after taking all of these actions into account, we are short $20 
million for continuing these operations even at a reduced rate for the remainder 
of this year. The reduction of $2 million made by the House compounds an al- 
ready austere support area and will necessitate still further curtailments of 
essential fleet operations for the balance of the fiscal year, thereby reducing 
the current readiness capability of naval aviation forces. We accordingly re- 
spectfully urge this committee to restore the $2 million deleted by the House and 
approve the full amount of the $20 million request. 
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BREAKDOWN OF SUPPLEMENTAL REQUEST 


Admiral Dixon. Briefly, this $20 million is the naval aviation seg- 
ment of this supplemental request and consists of three main areas: 
$11.7 million for the out-of-pocket costs of Lebanon and Taiwen, 
which includes flight operations, the additional engine overhauls, air- 
eraft engine overhaul required as a result of increased flying; addi- 
tional reworking of aircraft for the same reason; additional overtime 
necessitated on air stations to get our carriers ready and our air groups 
ready, and additional fleet personi 1el travel costs. 

They are the items in the $11.7 million. 

Next is the $2.1 million for unbudgeted costs of Deep Freeze, which 
have been discussed previously. 

These are charges we must pay to the Military Air Transport Serv- 
ice for the transportation of personnel and equipment to the Antarctic. 
These costs are being generated every day. Some of the travel has 
been completed and the bills are being presented to us for payment. 


DEEP FREEZE OPERATION 


Senator Cuavez. Can you give us a little more detail on the Deep 
Freeze operation ? 

Admiral Dixon. Yes, sir. 

Previously, Mr. Chairman, the Navy has provided some of the trans- 


portation costs for Deep Freeze. We have had a squadron that has 


flown from New Zealand to the Antarctic. We have also provided 
Navy fuel in the Antarctic. This is the first year we have been re- 
quired to be the Navy sponsor for the Antarctic as regards these costs. 

We have taken them up previously in our normal maintenance and 
operation budgets. 


IMPACT ON READINESS OF AVIATION 


Now, the third item, Mr. Chairman, is $6.2 million for a portion of 
the cost of the pay raise granted to the civilian classified employees 
this year. Failure to get the full amount of these funds will have 
an immediate impact on the readiness of naval aviation. 

The only way we can make up for the shortage is to stop our pro- 
curement this fiscal year, to delay it until next | year. That is what 
we would have to do. 

Senator ExtenpEr. Why do you select such a sensitive item, Ad- 
miral? As I recall the total appropriation approximates $1 billion. 

Admiral Drxon. In this appropriation, $837 million. 

Senator Exrenprr. And do you mean to tell this committee that a 
little item like $2 million cannot be absorbed in such a large appro- 
priation ? 

Admiral Drxon. Yes, sir. 

Senator Ettenprer. I think that is ridiculous. 

Admiral Drxon. We have trimmed this maintenance and operation 
appropriation to the bone. We have taken into account all possible 
economies and have done all we can to absorb costs or defer require- 
ments. 

Admiral Brarpstry. Senator Ellender, this $800 million appropria- 
tion has already had to absorb unbudgeted costs of about $40 million. 
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Senator ExLtenper. But, certainly $2 million could be absorbed, or 
some less sensitive item eliminated. 

Senator Cuavez. Let us put it this way: Admiral, you have indi- 
cated the money that is necessary to be restored for the procure- 
ment of materials for flight operations and aircraft overhaul. What 
sort of equipment is in this plane that you are talking about? 

Admiral Drxon. Senator, this could be gaskets, tires, or tubes. It 
can be more technical material. It will be spare parts for aircraft. 

Admiral Brarpstey. We have absorbed a $18 million classified 
pay increase, plus other items that he has mentioned here. 

Senator Cuavez. What does your inventory of this type of aircraft 
amount to? 

AIRCRAFT IN INVENTORY 


Admiral Drxon. Aircraft in inventory ? 

Senator CnHavez. Yes. 

Admiral Drxon. This applies to all of our operating aircraft, Mr. 
Chairman, across the board. All aircraft. 

Senator Cuavez. But your particular request here is in regard to 
the facilities that are used in the operation of the aircraft, the over- 
hauling and everything like that. 

Admiral Drxon. Yes, sir, Mr. Chairman, but I cannot specify the 
particular airplanes. 

Senator Cnavez. How many are there in number? 

Admiral Drxon. We have in the operating program, 7,600 aircraft 
for this time period. 

Senator Cuavez. In these areas? 

Admiral Drxon. Yes, sir. 

Senator CuHavez. Senator Saltonstall. 

Senator Satronstauu. I have one question to ask this gentleman: 
In substance, what you are saying is this is the broad-speaking side 
of your M. and O. of aircraft, of your account of aircraft and 
facilities ? 

Admiral Drxon. That is correct, Senator. This late in the fiscal 
year we cannot save $2 million by releasing people and taking other 
action. The only action we can take is to fail to place procurement 
orders which should be placed. 

Senator Exitenper. I think there was a statement made a while ago 
by Admiral Beardsley or someone else in the rear, that as far as it 
was known, we did not get any assistance in the Far East by any 
of our so-called allies, nor did we get any assistance in the Near East. 

Admiral Drxon. Except for the Chinese Nationalists, I know of 
none, sir, on Taiwan. 

Senator ELLenper. Well, we are supporting the Chinese. National- 
ists, as you know, giving them our “all” and as far as you know, we 
have received no assistance whatever from any source, except the 
Chinese Nationalists ? 

Admiral Dixon. To my knowledge; yes, sir. 

Senator Cuavez. All right. Thank you, Admiral. 
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Sures anD Facmiries, Navy 


STATEMENT OF REAR ADM. L. V. HONSINGER, DEPUTY AND 
ASSISTANT CHIEF, BUREAU OF SHIPS 


RESTORATION REQUEST 


Senator Cuavez. The next item is “Ships and facilities.” The 


budget request is $20 million, generally for the same reasons as previ- 
ously indicated. 


The House allowed $18 million. 
requested. 


At this point in the record I shall insert the program by activities 
and by object classification for “Ships and facilities.” 
(The information referred to follows :) 


Restoration of the $2 million is 


Program and financing 





1959 1959 





1959 in- 
presently revised crease (+) or 
available estimate 


decrease (—) 
Program by activities: 
Direct obligations: 


1. Maintenance and operation of the active fleet 
. Active fleet alterations and improvements 








$328, 562,000 | $337, 520,000 | +$8, 958, 000 
75, 978, 000 76, 213, 000 +235, 000 
64, 877, 000 WE Gt, COO Fe ecencnisnun 
18, 526, 000 18, 526, 000 


2 

3. Technical support programs_-_-__------- iin Chae 

4. Maintenance and preservation of reserve fleet -__-_-_- 

5. Maintenance and operation of Naval Reserve train- 
ing vessels .....-...- pedi eahde arena 10, 681, 000 | 10, 681, 000 

AO OS es eee oe 107, 370,000 | 107,370,000 

7 

8 

9 

8 


70, 620,000 | 73,085,000 | +2, 465, 000 


. Procurement of maintenance material_______...___- 
Re a a ee 


93, 743, 000 94, 682, 000 +939, 
. Deprrtmental administration. -_-.....-.--.-------- 17, 454, 000 34; SOO bw canwne aed 
upplemental required for pay increase. ._.-...--.-.-- —7, 403, 000 |.....-..------] -+7, 403,000 





Total direct obligations. _............... wdicieweeel 780, 408, 000 800, 408, 000 +20, 000, 000 


32, 756, 000 


Reimbursable obligations: Total reimbursable obligations 32, 756, 000 / 





Total obligations _......---- i knicks ncanehangrpaomcnaeeraibnabate 
Financing:' - 
Unobligated balance brought forward (69 Stat. 438). ..._.- 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
ferred to or from (—) other accounts 


—7, 313, 253 | —7, 313, 253 


ae ee 618, 815 C16 BIS tn ore 
Advances and reimbursements from— 

Deliveries of materiel common to U.S. requirements 
ordered by military assistance in current year-_....-- —5, 506,000 | —5. 506, 000 

Other accounts 


Non-Federal sources (10 U.S.C. 2481, 2665, 7367; 31 
SURE GE Sa ha bn Ad dabc dekh i desuhieciorcthanobas 
Anticipated reimbursements for future year deliveries of 
} materiel common to U.S. requirements ordered by 
¥ military assistance in current year----.....-...---------- —6, 392, 000 —6, 392, 000 
Unobligated balance carried forward (69 Stat. 438)... .._.- 10, 092, 438 10, 092, 438 
Unobligated balance no longer available 


—19, 856, 000 | —19, 856, 000 


—4, 400,000 | —4, 400, 000 


Se DE MROOED SUOMI. «5. nn cdccnsondusaseeanandses 


780, 408, 000 | 800,408,000 | +20, 000, 000 
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1959 in- 
crease (+-) or 


APPROPRIATION BILL, 1959 
Object classification 
1959 1959 
Department of the Navy presently | revised 





| available 


estimate 


decrease (—) 


























Total number of permanent positions. ...........-...--------- | 9,173 9, 173 
Full-time equivalent of all other positions___- l Ah nacs cokers 
verage number of all employees__ _..--_.---_..--.-----------]} 8, 961 8, 961 RE 
Number of employees at end of year___......_.------ 9, 046 | 9, 046 oe 
= = =|=> = —> 
Personal service obligations: | 
Tee een cia agus damn aleinarerms | $40, 301, 000 $40, 301, 000 |_ vy. 
Positions other than permanent___..........-...---------- 10, 000 | 40, Goo t+. ... Jc 2 r 
EE SPUN UIE WN VONO a sr ect cnt eee esse 2,158,000 | © 2, 158, 000 | ee 
Total personal service obligations_--.............-.---.- 42, 469, 000 42, 469, 000 | oer 
Direct obligations: | ce 
Ol Pereenal Seryieds....2cot i 5d a tt | 42,469,000 | 42,469,000 |_____. 
Oe a el ad 5, 642, 000 Die ly nat bk ines, 
Se ees Or Gees... .. <5 cucu ee 4, 335, 000 | f, o00, G00 |... . oe 
eS peeeereas Bervoons.......-..... 225. u. se 2, 200, 000 | 2, 200, 000 | 
05 Rents and utility services.....................- ata 8, 300, 000 By SN cantanabeee 
06 Printing and reproduction. ..2s..-. 2.255... 1, 216, 000 76 000 |... . 
PB OEE SES, EEE 419, 526, 100 423,695,100 | +4, 169, 000 
Services performed by other agencies. ...........---- 18, 525, 000 CR UD ies 
Labor contracts with foreign governments !____.___-- | 8, 760, 900 | BOG hentia 
ee ee 223, 970,000 | 229,933,000 |  +-5, 943, 000 
ee eR tithe 5 2 Sete Sook dean ceseten | 44, 147, 000 46, 612.000 | +2, 465, 000 
I eeioumminanian 350, 000 BOD || new creennns 
11 Grants, subsidies, and contributions. ........._____..- 1, 800, 000 1 800, 000 |____- cd Pa 
13 Refunds, awards. and indemnities..................-- 90, 000 CD00 |. <niddcasle 
ee ee ee 280, 000 280, 000 }......... i 
Supplemental required for pay increase ---...........--.--- Ty Gee OOO facc nce cskes | +7, 403, 000 
Se RN go cote caenane 774, 208, 000 | 794,208,000 | +20, 000, 000 
Reimbursable obligations: 4 Z 1a - 
eo endaineitinalalinsins Is oomiambemunbewe osoranan eliaeeabtn sn Hl wr societal 
07 Other contractual services. ....................-..-..- | 12, 536, 000 12, 536, 000 }...-....... 
CS pasion ane weatertels... os... sce | 1, 720, 000 gee ee tS. ocak 
Ne. eemniamnninmanmemmns 18, 500, 000 TA, BOG OO bi ce cnc ncciene 
Total reimbursable obligations_..................----- 32, 756, 000 OR, FOR GOD Bo erctieinsciecen 
Total, Department of the Navy--.....--..-..-.-.-... 806, 964,000 | 826, 964, 000 "4-20, 000, 000 
ALLOCATION ACCOUNTS 
07 Other contractual services.............-.............. 6, 200, 000 6, 908 000 4 ccoeckcccocs 
ND Bee sob aasconpnsmepnebinkihitedas 813, 164,000 | 833,164,000 | +20, 000,000 
1 Average number of persons: 1959, 8,968. 
PREPARED STATEMENT 


Senator CHavez. We will now hear from the Navy on this item. 
Admiral Honstncer. I am Rear Admiral Honsinger, Deputy and 


Assistant Chief of the Bureau of Ships. 


I have a prepared statement here from Admiral Mumma, which I 


will submit for the record. 


Senator Cuavez. It may be inserted in the record in full at this 


point. 
(The statement referred to follows :) 


STATEMENT OF REAR ApM. ALBERT G. MUMMA, CHIEF OF THE BUREAU OF SHIPS, 
In CONNECTION WITH THE SUPPLEMENTAL REQUEST FOR “SHIPS AND FACILITIES, 


Navy” ESTIMATES FOR FISCAL YEAR 1959 


Mr. Chairman and members of the committee, I appreciate the opportunity 
of appearing before you today to explain the need for the restoration of the 
reduction made by the House in our fiscal year 1959 supplemental appropria- 


tion request under “Ships and facilities, Navy 


’ 


ment of the full $2 million deleted by House action. 


We are requesting reinstate- 
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The need for these additional funds is due to the added costs generated by 
the Lebanon and Taiwan crisis operations. These operations brought into sharp 
focus the continued necessity for a rapid deployment capability in the fleet. 
This capability rests not only on the number of ships in the fleet, but also on 
their individual material readiness. 

We have been faced this year with unbudgeted cost increases amounting to 
seme 60 twillion dollars for which we are requesting only 20 million in this 
supplemental. The remaincer has been offset by forced reprograming. The 
resources of the appropriation for this type of action have been exhausted. 
Serious cutbacks in the active fleet maintenance area now confront us. The 
restoration of the $2 million cut by the House is essential in order to provide 
for approximately 6 of the most urgent deferred overhauls. The alternatives 
to this restoration are: increase in the risk of breakdown of ships for lack of 
proper maintenance; increase in the cost of overhauls when reinstated with 
fiscal year 1960 funds; and disruption of the planned pattern of our overhaul 
and operating schedule in the coming fiscal year to accommodate deferred ship- 
work. 

If the requested restoration is not approved, the material readiness of a 
number of fleet ships, and their ability to contribute effectively to fleet missions, 
will be substantially impaired. 


OVERHAULING OF SHIPS 


Admiral Honstncer. This statement speaks to the $2 million which 
is the 10 percent that the House committee has not approved of. 

We originally asked for $20 million. The House approved $18 
million. This $2 million will cover the overhauling of six ships 
which, if we do not get, will cause the deferment of these ships for 
another several months into the next year. In that way we will be 
risking their possible breakdown and in another year they will cost 
more money to overhaul. 

Senator Cuavez. I am interested in that phase of it. If you delay 
taking care of a ship for say 3 or 4 or 5 months, or even a year, nat- 
urally the cost will be more; is that right? 

Admiral Honstneoer. That is right, and there is a risk of break- 
down which is always present. 

Senator Cnavez. If it needs attention now, it will deteriorate fur- 
ther, thus making it more costly to overhaul. 

Admiral Honstncrr. Yes. We had deferred some 38 overhaul jobs 
to compensate for the extra expenses that we were involved in, totaling 
some $62 million and the $18 million restores 13 ships. We feel that 
at least six more ought to be restored also. 


TYPES OF SHIPS 


Senator CHavez. Are you in a position to tell us the types of ships 
you have in mind ? 

Admiral Honsrncer. Yes, sir. They areas follows: 

Two destroyer escorts; one destroyer; one AGC: which is a com- 
mand ship; one LSM, and one fleet tug. Those are the six ships. 

Senator ELLENDER. Well, Admiral, again you select some sensitive 
areas to justify restoration. 

In the regular appropriation $780,408,000 was provided. 

Admiral Honsrncer. Yes. 

Senator E.tenper. Is there not something else you could cut or 
couldn’t this amount be absorbed ? , 

Admiral Honstncer. We have cut from various areas, sir. We 
have cut other ships. We have cut material. We have cut many 
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things in this annual appropriation and we have ended up with these 
six ships. 

Senator ELtenper. Why was this necessary ? 

Admiral Honsrncer. To make up for the $62 million we were short 
as a result of Taiwan, Lebanon, and the pay increases resulting from 
the past year’s operations. 

Senator ELLenper. How much was cut of this $780 million-plus? 


TOTAL SHORTAGE 


Admiral Honstncer. We are $20 million short, sir. Our expenses 
are $62 million more than the $780 million, and we have cut back in 
various areas so as to make this $780 million do. If we do not get 
this $20 million more, we lose these 19 ship overhauls. 

Senator Extenper. In other words, you have already absorbed 
$62 million ? 

Admiral Honstncrr. Yes, sir. We have had to use $62 million 
for things unbudgeted for in the way of pay increases and wage in- 
creases and so forth. 

Senator Errenper. What will it cost to overhaul those six ships? 

Admiral Honstncer. The whole $2 million, sir. 

Senator ELLenver. That is the entire cost ? 

Admiral Honstneer. Yes, sir. 

Senator ELLenpER. Were these six ships in the list of ships that 
were to be overhauled last year? 

Admiral Honstncer. Yes, sir. 

Senator Einenper. And the budget estimate you made for those 
six ships was $2 million ? 

Admiral HonstncEr. Yes, sir. 

Senator Errenper. If the committee or the Congress does not ap- 
prove this $2 million, restorations will that in any way effect 
personnel ? 

Admiral Honstncer. There is bound to be a slight reduction in 
naval shipyards here, in the last quarter and the first quarter of next 
year, until we adjust the overhaul schedule. For the moment, we 
are holding those ships to be overhauled within the next few months. 

Senator Cuavez. Thank you, Admiral. 


ORDNANCE AND Faciuities, Navy 


STATEMENT OF REAR ADM. THOMAS A. AHROON, ASSISTANT CHIEF 
FOR PLANNING, BUREAU OF ORDNANCE 


LEBANON AND TAIWAN CRISIS AND PAY RAISES 


Senator Cuavez. The next item is “Ordnance and facilities.” The 
supplemental request is for $4,246,000 for the Lebanon-Taiwan crisis 
and for civilian pay raises. 

The House allowed $3,822,000; a reduction of $424,000: Full resto- 

ration is requested. 

At this point in the record I shall insert the program by activities 
and by object classification for “Ordnance and facilities.” 

(The information referred to follows :) 
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1959 | 1959 1959 in- 
presently | revised crease (+) or 
available at estimate decrease (—) 

tentang ea a asinine 
Program by activities: 
Direct obligations: 
1. Maintenance of ordnance and ammunition__ $95, 193, 000 $96, 493, 000 +$1, 300, 000 
2. Maintenance and operation of facilities._._______- 39, 944, 000 SE GIT baccnnsénccn 
3. Improvements and alterations to facilities._.______- 7, 026, 000 FW Eee ss 
4. Departmental administration_________________ 7 10, 583, 000 10, 583, 000 ee 
Supplemental required for pay increases-_-_-_._______- — 2: 066, 0001) . co... +2, 946, 000 
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Reimbursable obligations: ee 
1. Maintenance of ordnance and ammunition___ 11, 314, 000 12-0 OO)... Se 
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Total reimbursable obligations.........________-. 14, 014, 000 14. 014, 000 
Pia iat G ag Fs a tia 8 cee ces 163, 864,000 | 168, 110, 000 4, 246, 000 
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Advances and reimbursements from— 
Deliveries of materiel common to U.S. requirements 
ordered by military assistance in current year_. -_-- — 230, 000 on fess cneaceane 
i EE oe arene nent wasaucasin ne acuunes cesses —13, 100,000 | —13, 100,000 j|_-........._.. 
Pee Us MOUINOOE 665 oie ies itn cae dbo cedenccks —100, 000 — RGR ....sccricwent« 
Anticipated reimbursements for future deliveries of ma- 
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ES ee a Ce 8 —2, 145, 000 2, 146,008 ficensl. Xa... 
Unobligated balance carried forward (69 Stat. 438)_.....-- 1, 875, 048 LGR bisadkcccccasd.. 
} New obligational authority...............-.---.-------- 149, 850,000 | 154,096, 000 4, 246, 000 
| Object classification 
1959 1959 1959 in- 
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available estimate decrease (—) 

} Total number of permanent positions_._............-.----..-- 15, 605 MGR ios 3233... 
Full-time equivalent of all other positions._...............---- 54 Sh sinichcccntratiotes 
Average number of all employees. -..........................- 13, 917 GE ie ncescace ica amon 
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Direct obligations: t 7 

eee OE NNO OBS 8 onl oid denne cupicnscbinnudasce 67, 552, 000 68, 252, 000 +700, 000 

I A a Ec le nat eben wboeinieeae 987, 000 A | ae 

i RUMOURS OF CRINGE, n naneadianncnecpesseecegunme 11, 640, 000 12, 240, 000 +600, 000 

0 Communication services..............2.222.22 25 ee 428, 584 496, 000 4. .i 5k 

> Memes and utility services... ou... 5...6-.52.-6ndonaee- 176, 873 DIINO Bs aiinpthcee cman 

Printing and reproduction............................. 2, 284, 170 MMO Ei tiers st snskce scenes saeres 

@ Other contractual services............................ 12, 709, 159 REG BOO Eo nne cn teccn tan 

et CEI GIG NIRUOTIOND Soo non nce nbaccccatcou sense 48, 101, 394 Maen css 

i as le tas cabs huaiskaatoneuddcunascnadmebuatd 4, 098, 000 SP aca ncten cane 
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11 Grants, subsidies, and contributions_............-_..- 4, 302, 426 I oc ste nana see 

13 Refunds, awards, and indemnities_..............._..- 330, 000 SE Ee iiviceaecccue 

ne On MON oo cnnntnunnenaansbancnne 86, 394 ee 

| Supplemental required for pay increase_................-- ee OU CE Bias onic: sents ark +2, 946, 000 
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Total reimbursable obligations.....................- 14, 014, 000 SE ON Pikcncdancdbinra wii 
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PREPARED STATEMENT 





Senator Cnavez. May we hear from the Navy on this item? Yoy | 


want $424,000. 

Admiral Anroon. It is very important. 

At this time, may I offer my prepared statement for the record, and 
briefly summarize it ? 

Senator Cuavez. The statement will be placed in the record in full 
at this point. 

(The statement referred to follows :) 


STATEMENT BY REAR ADM. THOMAS A. AHROON, ASSISTANT CHIEF FOR PL ANNING, 
BUREAU OF ORDNANCE, IN CONNECTION WITH SUPPLEMENTAL FUNDS, FOR THE 
APPROPRIATION, “ORDNANCE AND FACILITIES, NAvy,” FIscaL YEAR 1959 


Mr. Chairman and members of the committee, I am pleased to appear before 
you today to present our request for fiscal year 1959 supplemental funds under 
the appropriation, “Ordnance and facilities, Navy. ” The funds in this ap. 
propriation provide for the maintenance of the Navy's stocks of ammunition and 
the maintenance of the Naval Ordnance Establishment. The major part of these 
funds provides for the labor required to perform this maintenance. Fund avail- 
ability, traditionally tight under this appropriation, has been declining over the 
past several years. For example, between fiscal year 1957 and 1959, availability 
has declined $11,187,000. A large share of this reduction has been accomplished 
through reducing contracted programs to the barest minimum in order to maip- 
tain a maximum mobilization potential in our shore establishment. The suc- 
cess with which we were able to meet the Taiwan-Lebanon crises could not 
have been accomplished without a shore establishment capable of immediate 
acceleration in the face of such emergencies. 

The Lebanon-Taiwan crises required “topping off’ a large number of ships to 
bring them up to readiness position. This meant that our shore establishment 
was required to furnish ammunition in excess of planned requirements. Ship- 
ments of ammunition over and above the usual flow were made from our inland 
depots to tidewater depots. In addition, several of our ships were on training 
exercises and had to return to port for complete ammunition fills. Plaster 
loaded heads, used in training, were replaced with war-type heads. 

These increased labor and transportation costs were covered by diverting 
funds from contractual procurement programs under this appropriation which, 
due to other unexpected demands during the fiscal year, were already in a 
precarious position. 

The $424,000 restoration I am requesting is required for the procurement of 
proof batteries for the new MK-44 torpedo. This new torpedo, in addition to 
being the only payload for the ASROC which has been released for production, 
replaces obsolete torpedoes now in the fleet and will provide significant improve- 
ment to the Navy’s antisubmarine warfare capability. Delivery of this im- 
portant antisubmarine weapon to the fleet has already been delayed 3 months, 
due to unforeseen heavy demands on this appropriation. The restoration of this 
$424,000 will provide for procurement of sufficient proofing batteries for the 
MK-44 torpedo to prevent any further delay in the delivery of this weapon. 

Other unanticipated heavy demands on this appropriation have required re- 
programing to such extent, that this procurement cannot be accomplished within 
our present fund availability without drastic effect on other important programs. 


PROOFING BATTERIES FOR NEW MK-44 TORPEDO 


Senator Cuavez. Proceed, Admiral. 

Admiral Anroon. In this appropriation it is mostly labor and there 
is very little in it for procurement. Now, I am trying to get the 
$424,000 restored. I need it extremely badly i in the procurement area. 

In the Lebanon crisis, for example, I had to charge $1 million worth 
of batteries, submarine batteries, for torpedoes. I had planned that $1 
million to buy proofing batteries for our new MK-44 torpedo. That 
torpedo is being procured now, and the need is now. 
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I lost $1 million, and plan to use the $424,000 to buy the minimum 
number of proofing batteries to keep the new ASW weapon going. 
This is just to keep the program going. The complete procurement 
which should total $1 million will be carried over into a subsequent 
year. 

Senator Cuavez. I note that you plan to take the entire amount 
that you would get to procure batteries for the torpedoes. Could 
you not spread the $424,000 over a number of other items, so that no 
articular item would suffer the impact ? 

Admiral Anroon. We evaluated this amongst ourselves, and every- 
thing in this appropriation is in a tremendous squeeze. It is a ques- 
tion of what comes first. We have absorbed the pay increase in part, 
but that means that something else comes out. 


NAVAL GUN FACTORY 


Senator ELtenper. What does it cost to operate the Naval Gun 
Factory located in the District of Columbia ? 

Admiral Anrroon, The workload in the Naval Gun Factory is about 
$45 million a year at present, and it has a backlog of work now for 
about 18 months. 

Senator Exrenver. As I recall, there was some discussion about 
abandoning this facility. 

Admiral Anroon. That has never been a Navy position. We are 
continually reviewing all of our stations, balancing one against the 
other. 

Senator Extenper. What about the flareup in the Washington 
newspapers. Are you familiar with that? 

Admiral Axuroon. I can speak to it very closely. I was very inti- 
mately connected with the gun factory, and I will tell you that the 
Navy had nothing to do with those newspaper reports. 

Senator Exienper. But there must have been some effort made to 
close the gun factory for the newspapers to take the position that the 
facility was needed. 

Admiral Anroon. They get agitated from many sources. Every 
employee wants to have a nice big, long, comfortable backlog of work, 
to guarantee his security. He is backed up by the trade groups and 
the unions. There are 33 or 34 of those within the gun factory itself. 

Senator Eiienper. Unions? 

Admiral Anroon. Trade groups, unions, professional societies, that 
sort of thing. They would like to have this assurance. Managing a 
gun factory is just like any other plant. 

Senator Crravez. They, of course, like to have assurance. 

Admiral Anroon. Yes, but this planning that we do has to take 
precedence and start long before the newspapers start a cry. 

Senator Ettenper. Did you make any changes in your position ? 

Admiral Anroon. As stated in the newspapers, frankly, no. These 
things were planned long before this recent episode. There is a con- 
tinuing planning and management program to tailor these plants and 
be sure they are of value to the service. We cannot guarantee them, 
their perpetuation. It is just a question of what value they are to the 
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OPERATION AT FULL CAPACITY 


Senator Exrenper. Are you running at full capacity right now? 

Admiral Anroon. I would say yes, sir. There are always some 
trades that are a little lean, and some of them are overworked. 
Actually, at the gun factory we are working overtime now, sir. 

Senator Eitenper. Are all the grounds and buildings in use? 

Admiral Anroon. No, sir; some of them were abandoned for eco- 
nomical reasons so as to stop the overhead, idle plant capacity. 

Senator ELLenper. I am asking you this because I recall that the 
Marine Corps desired to leave the gun factory. Are they still there? 

Admiral Anroon. Yes, sir. There are 26 tenant activities at the 
Naval Gun Factory, of which the Marine Corps is one. 


ACQUISITION OF SCHOOL BUILDING IN VIRGINIA 


Senator ELtenper. Well, I hope you keep them there. Every effort 
was made on two or three occasions to buy Brandon Junior High 
School from the State of Virginia for something like $535,000 which 
was approximately twice as much as it had cost. I suggested that they 
continue to use the gun factory, but the answer given to me was that 
it was so inconvenient, and that they wanted a place of their own. 
Are you familiar with that ? 

Admiral Anroon. Mr. Senator, the Marine Corps likes it so much 
down there I doubt if I could get rid of them if I wanted to, they 
like the place so much. They seem to be pretty well satisfied. : 

Senator Exixenper. So they will not need Brandon High School? 

Admiral Anroon. I do not know about that high school. That 
might be the Marine Corps Reserve, or something. 


USE OF GUN FACTORY BY MARINE CORPS RESERVE 


Admiral Brarpstey. I think so. 

Senator Er:enper. Do you have any objection to the use of the 
gun factory by the Marine Corps Reserve ? 

Admiral Anroon. Not if they can find some satisfactory room there. 

Senator Ettenper. Do you have some vacant rooms? 

Admiral Anroon. There is the big foundry, for example. I closed 
down a big foundry, a big gun shop. 

Senator Etienper. Could that not be used ? 

Admiral Anroon. No. sir. 

Senator Errenper. Why not? 

Admiral Anroon. The cost of converting some of these places into 
anonmanufacturing installation would be terrific, sir. 

Senator Extenpver. I think the Navy—in fact, all services—have 
enough property. I feel that every effort should be exerted to use 
what is already in existence before embarking on new acquisitions 
of real estate. 

Admiral Anroon. Well, sir, we are hoping—and we would welcome 
a survey at any time for any activity that wants to come in. A few 
more would not hurt if they could find suitable lodgings and finances. 

Senator Erzenper. I do hope that efforts will be made by the 
armed services to save our country, not so much from conflict, but 
from bankruptcy. If we keep on spending at the present rate, we 
may lose our way of life without the necessity of firing a shot. Some 
effort must be made to curtail expenses. 











ne 
id, 


he 
ef 
he 


ort 
gh 
ich 
ley 
lat 


ich 
ley 


ol? 
hat 


the 


ere. 


into 


ave 
use 
lons 


ome 
few 
ices. 

the 
but 
, we 
ome 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 437 


Senator Cuavez. Thank you, Admiral. 

Senator SarronsraLL. Admiral, have we your assurance that if we 
put this $424,000 back it will be spent for the exact purpose you have 
named here, the batteries for the torpedoes, because we have nothing 
but your assurance that that is going to be done. That $424,000, if 
it goes in, could be used for anything. 

Admiral Anroon. Those are my plans, and that is as well as I 
know, how, I can assure you. 

Senator Savronsray, I have one further question, following up 
Senator Ellender’s remarks: 

To keep this Naval Gun Factory open, we heard up in Massachu- 
setts that we were going to have some business taken from us by 
keeping the gun factory down here. 

Admiral Anroon. We have never given that particular work to 
Massachusetts, or Pittsfield. That was a rumor. That was their 
hope. It was business way ahead in the future, and I might add it 
js just a very smal] bit of work. 

Senator Savronsraty. Well, with Louisiana and all these other 
States taking our business, you know what that means ? 

Senator ELLENDER. We lost ours. You are fortunate, Senator; you 
have yours. You kept it, but ours is gone. It is being taken away 
from us at the moment. 

Senator SatronsTatu. I am sorry. 

Senator ELtenper. Of course, you know what I am referring to, I 
firmly feel that it was criminal for the Army to go to Louisiana and 
enter into a solemn contract with the people of Louisiana, promising 
tomake Camp Polk a fort and a permanent installation if the people 
furnished 7 million acres of ground for maneuver purposes. The 
people not only furnished the land, but in addition indebted them- 
selves to the extent of $6 million for new schools and churches. And 
now, less than 3 years later the Army has decided to close Fort Polk. 
This is a breech of trust. 

Senator SatronsTaLuL. You have the same problem that we do. 

Senator ELLENpeER. Ours is worse. You still have yours. We have 
lost ours. 

Senator SarronsTauy. Well, that was just a rumor ? 

Admiral Anroon. Yes. 

Senator Cuavez. We thank you, Admiral. 


Mepicat Carr, Navy 


STATEMENT OF REAR ADM. F. P. GILMORE, ASSISTANT CHIEF FOR 
PLANNING AND LOGISTICS, BUREAU OF MEDICINE AND SUR- 
GERY 


FiscaL YEAR 1958 DEFICIENCY 


Senator Cuavez. The Navy is requesting an additional amount of 
$9,050,000 for “Medical care, 1958.” 

The item is to reimburse the Army and Air Force for a deficiency 
inthis account during fiscal year 1958. 

The Congress previously denied the request and the House has again 
refused to approve it. 

Full restoration is requested. 


Wishart 


bh 


ww 








at 


& S48 an 


* Stee tit ae & Be 


438 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


At this point in the record I shall insert the program by activities 
and by object classification for “Medical care, 1958.” 
(The information referred to follows :) 


Program and financing 





1959 1959 1959 in- 
available estimate | decrease (—) 








Program by activities: 
Direct obligations: 


| 
| presently revised crease (+) or 
1, Maintenance and operation of medical treatment 















































aa ect eae oe $35, 206. 843 we eee 
2. Education and training..._......------------------ 3, 464, 107 =o ae6 E07 1... 
3. Medical services, supplies, and equipment, at other 
EES eee 11, 490, 357 BA, WOE Annccccontaue 
4, Nonrecurring procurement of services, supplies and 
EE inci icv eet SEEGndanuustbngnambegnisces 2, 199. 408 D, FO Ge heedieccnnee 
5S. Diedions Ghnteriel Aapport. . .... <<. onan enna. 1s.- 149, 109 | 160. 100" | ...s oc a 
6. Medical care in nonnaval facilities...__._- wba eiesens 29, 803, 000 38, 853.000 | +$9, 050, 000 
fo ee er ee ee 918, 000 OER. WOO) Nencawennaeal 
8. Departmental administration_............-..-.---- | 2, 626, 176 RS P01... 
Os GOS BNO «. . ocnnnccccececccec-cctene 85, 857, 000 94, 907, 000 9, 050, 000 
Reimbursable obligations: 
1, Maintenance and operation of medical treatment 
SN Ai nd: 1d shh sei ividmeasepaea4e 21, 655, 058 ee eee 
2 Baucetees end treiming. .......2................-.. 307, 300 Sl, BOO ho cncnnck ee 
3%. Medical services, supplies, and equipment at other 
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6. Medical care in nonnaval facilities. ____-- tetas hated 251, 000 BOISE ieccansabhenes 
Total reimbursable obligations_...............--- 22, 502, 558 22, 502, 558 is esd 
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Advances and reimbursements from— 
Cee ee eine neoan 19, 744, 466 3D, 708; GOO hn cccncncndas 
Non-Federal sources (10 U.S.C. 1071-1085) .........--- 2, 758, 092 2, 758, 092 ene wine neeneeel 
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| es ae ere 85, 857, 000 94, 907, 000 9, 050, 000 
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Object classification 


ee ee 
1958 presently| 1958 revised 1958 increase 

available estimate | (+) or 
| decrease (—) 












































eee | — 
Total number of permanent positions__.............._.- 8, 203 SIS fo Ai 
Full-time equivalent of all other positions._......- sicpomemeeaie 1 Bm Suietieetebes 
Average number of all employees. - -......-...--.----.-.-.---- 7, 504 | GON) li acdbecwnap bons 
Number of employees at end of year. --._.-.-..-..-----.-..--- 7,449 | PoE Gilt een ae 
Personal services obligations: 
I ks dt ect e hans $32, 174, 652 | 
Positions other than permanent_._..........-_..__--_____- 10, 653 
Other personal services... ...............................- 872, 707 | 
Total personal service obligations..............._...___- 33, 058, 012 | 
Direct obligations: 
01 Personal services__....-- Sestak ies Sele oe A ae 24, 135, 412 > 2 | ee 
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ie PRR EAR EN INCOUD TOO nn cn me emniniecn Sane 358, 250 | - i |) rere 
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06 Printing and renroduction___......................- 3, 9% 9036. O80 i od oe 
07 Other contractual services ___.__._-- aoe ahadasa eae aa 33, 693, & 42, 037, 56 +$8, 343, 716 
Services performed by other agencies__._________-- 8, 902, 090 | 9, 608, 284 | +706, 284 
Labor contracts with foreign governments__-____-- 277, 62 277. 638 Reso Ae See 
ee es ORROR Ge cn abecwinimeancwe, 13, 961, 38 13, 961, 388 5a aie a 
09 Equipment. eta a at OS Oi ek 888, 472 UG I Bina osctsay cle 
11 Grants, subsidies, and contributions___.___._________- 1, 563, 716 3, See ere fs24...... 
ann SITE, OR en epiemuiiinca aes Suk 
BR A TES ap kA SOD, fa LRA ay Be an A 86, 138, 000 95, 188, 600 9, 050, 000 
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D ciniagician pcieirnencesied nie gece 
Totel direct obligations.....................<.<:-.2 85, 857, 000 94, 907, 000 | 9, 050, 000 
— - —— =|— — 
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I Ne et 8 8, 922, 600 S OOF G01: os 5. ancdi ce 
EN Ee SS ar a renee 22, 390 22,300 .|.-.-2s0 
04 Communication services.._.............-_-...-_____-- 116, 896 eed «oe a eat 
ee nes Sees SUCTEIC GOPUIOOS. ecco a cue 510, 193 510, 193 Rees eee 
06 Printing and reproduction___._.........-_----______- 20, 210 TE GU Rosi cu ckaass 
Ti VAPEOE CORT OOLUAL GET VINOE. 56 nos cls occa cues 1, 140, 525 DO I ooo 24 co hiatal 
OS ES SSS ee 11, 133, 446 11, 133, 446 | cineca acmanan 
ne eg be Sconce SS eee 238, 163 Be Ne Opal canbe 
11 Grants, subsidies, and contributions__........._..---- 394, 935 394, 935 | Relceen somes 
ra a I OID ONE a a8 ann eine en ponniesieviaiee 3, 200 3, 200 |-------------- 
Total reimbursable obligations..............._---- pe 22, 502, 558 22, 502, 558 |------------ 
SEL ELLE DRIAL AME EMT Oh 108, 359, 558 117, 409, 558 | 9, 050, 000 





PREPARED STATEMENT 


Senator Cuavez. The committee will now hear your statement, 
Admiral. 


Admiral Grmorr. Mr. Chairman, I have a very brief statement 
that I would like to, if I may, submit for the record. 


Senator Cuavez. Your statement may be inserted in the record in 
full at this point. 


(The statement referred to follows :) 


GENERAL STATEMENT ON SUPPLEMENTAL APPROPRIATION REQUEST FOR FISCAL 
YEAR 1959 oF REAR ApM. F. P. GILMORE, MC, USN 


Mr. Chairman and members of’ the committee, thank you for the privilege of 
appearing before you today to discuss the medical care program of the Navy, 
and our financial requirements to carry out our program responsibilities. Ad- 
miral Hogan, the Surgeon General, is unable to be with you as he is attending 

“the annual medical meeting of the Surgeons General of the NATO countries 
at SHAPE Headquarters in France. 

The Medical Department of the Navy is requesting a deficiency appropria- 
tion of $9,050,000 in fiscal year 1958 funds to reimburse the Army for care of 
dependents in civilian facilities as authorized by Public Law 84-569, and to 
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reimburse the Army and Air Force for care of active duty, retired, and dependent 
patients in Federal medical facilities of those services. 

The House of Representatives has denied this reouest for 1958 funds, but 
restoration is respectfully requested in order that the Navy may make transfer 
to the Army and Air Force to clear accounting records of all three military 
services. It is pointed out that no new obligations could be created if these 
funds are made available, and any amounts not required to liquidate existing 
1958 obligations eventually would revert to the Treasury. 

In addition, the Navy Medical Department is requesting an appropriation of 
$8,100,000 to meet unbudgeted requirements in fiscal year 1959, which already 
has been approved by the House of Representatives. These requirements, which 
were not foreseeable when our original budget estimates were presented last 
year are: 

(1) For emergency issues of medical supplies and equipment in support of 
Navy and Marine Corps operating forces incident to the Lebanon and Taiwan 
operations, $429,000. 

(2) For the medical care of active duty and retired personnel and their 
eligible dependents in civilian and other governmental facilities, as follows: 


(a) Inpatient care: 
Active duty and retired: 


css edinieriniinvewiwmssonennincnes $2, 019, 330 

I ane US sist aes slnndeses aca 195, 659 
Dependents: 

Ia nny ir OCI ON i i ss ict tereinee elo sentir 979, 204 

I ren gained eh cats cae 4, 243, 000 

I a i, omnassicso enw slap eee gia e se sins magia 19, 807 

eas deposit ein peg amie 7, 457, 000 


(3) For pay increases granted to general schedule employees by Public Law 
85-462, $214,000. 

Lebanon and Taiwan operations.—In meeting our respousibilities for medical 
care during the Lebanon and Taiwan operations, it was necessary that we pro- 
vide additional medical and surgical supplies and equipment. This material 
was utilized in filling deficiencies in units of the operating forces, such as emer- 
gency supplies for resupply blocks for Marine Corps amphibious forces, material 
for a Marine division surgical company, additional supplies for ships and in- 
creased costs due to increased requirements for units at Taiwan. Our additional 
appropriation requirement for this material is $429,000. 

Patient care in other Federal and civilian facilities—The requirement of 
$7,457,000 for medical care of military personnel and their eligible dependents 
is attributable to several circumstances : 

(1) In other Federal hospitals, there has been: (a) increased utilization of 
Army, Air Force, Public Health Service and Veterans’ Administration hospitals, 
in accordance with policies providing for the use of the nearest Federal medical 
facility: and (b) increased reimbursement rates established by the Bureau of 
the Budget ; 

(2) In civilian hospitals, the increased requirement arises from: (a) increased 
costs above the budget for civilian medical care; and (b) a greater number of 
dependents than were provided for in the budget. 


MEDICARE PROGRAM 


A requirement of $4,243,000 is estimated in providing care for dependents under 
the medicare program in civilian hospitals. Although actions were taken after 
the passage of the fiscal year 1959 appropriation bill in accordance with reports 
of Appropriations Committees, in order to promote optimum utilization of uni- 
formed services medical facilities, it became evident as the program progressed 
and as obligation data was received from the Army that we could not live within 
funds appropriated beyond April 15, 1959, and steps were initiated to obtain 
supplemental funds. The Bureau of the Budget has reported this fact to the 
Speaker of the House of Representatives and the President of the Senate on 
September 22, 1958. 

This requirement for the dependents’ medical care program is based on the 
short experience we have gained since October 1, 1958, operating under revised 
regulations for the program, and anticipates an average daily patient load of 
1,426 dependents in civilian facilities, or 136 more than was provided for in our 
appropriation. Total fund requirement for this load is estimated to be $27,880,- 
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142. I would like to emphasize, however, that a precise estimate of cost of this 
program will continue to be extremely difficult until the program becomes more 
table. 

_ Pay increase costs—We have not been able to absorb the total cost of the 
pay increase which was granted to general schedule employees by Public Law 
95-462. Of the total requirement amounting to $1,858,000, we have absorbed 
$1,644,000 by administrative action. This was accomplished by applying the 
total $1,175,000 congressional add on to our appropriation for increased Marine 
Corps strength, and $469,000 of additional earnings from the increase in reim- 
pursement rates established by the Bureau of the Budget. The net addi- 
tional appropriation required for this purpose is $214,000. 


REQUEST FOR RESTORATION OF FUNDS 


Admiral Gitmore. Our request for fiscal year 1958 of $9,050,000 
is essentially all to pay the Army and the Air Force. 

The main portion of that is to pay the Army who, as executive agent, 
has paid the bills in these civilian institutions for the care of our 
patients. This was denied in the House. _ 

Weare respectfully requesting restoration. 


BOOKKEEPING TRANSACTION 


Senator SatronstaLL. Admiral, would you mind if I respectfully 
say, in view of the very great difference of opinion over this item, 
that where it is bookkeeping item between the Navy and the Army, 
I think in justice to our other items of the Navy which may be con- 
tentious to the House, but which perhaps we could ask for restoration 
of, because of the immediate considerations, that it would not hurt the 
medical care of the Navy in any way now if we did not include this 
item, would it ? 

Admiral Gitmore. No, sir; it would not except in credit. This is 
a bookkeeping transaction only. 

Senator Cravez. There is an important point here in restoring the 
reclama items. We still have to go to conference. 

Admiral Grumore. That is correct, and the Army could not obligate 
the funds even if we were able to pay our bills to the Army. 

Senator Eizenper. But if we propose to appropriate this money 
it would have to be provided by the taxpayers? 

Admiral Giimore. It would be paid to the Army and revert to the 
Treasury, sir. 

Senator ELLeNpER. You mean it would not be expended ? 

Admiral Giimore. Yes, sir; out of Army funds on the basis of 
anticipated reimbursements from the Navy. It has already been ex- 
pended. 

Senator ELttenper. I see General Moore shaking his head. 

General Moorr. What is the question ? 


PAYMENT OUT OF APPROPRIATED FUNDS 


Senator ELtenper. Has the $9,050,000 been paid out of appropriated 
funds? 

General Moorr. The Army paid the bills out of their own ap- 
propriated funds for the Navy account, at the request of the Navy. 

Senator ELLenper. Yes. 

General Moore. Now the Navy wants to get the money to square 
their debt to the Army. 

Senator ELienper. That would have to come out of the Treasury, 
_would it not? Itis not just a bookkeeping transaction. 
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General Moors. The admiral stated the transaction correctly. If 
he transfers that asset over to the Army the appropriation is lapsed 
and it would be added to whatever the lapsed amount of this appro- 
priation is. There would be no more money come out of the Treasury 
as a result of getting the books cleared in this or the other two cases, 
where they have a deficit which the Army talked about this morning. 

Senator SatronstaLL. General Moore, as I understand it, this is a 
bookkeeping item between the Army and Navy, but if the Army gets 
this appropriation, it will supplement its maintenance and operation 
funds from which this appropriation came ? 

General Moore. In 1958. 

Senator SatronsraLu. In 1958 and presumably it could spend its 
money for past bills due in maintenance and operation or for any- 
thing that might be hanging over on maintenance and operation in 
1958 ? 

General Moore. If they are in the red, in the absence of this money, 
that would be so. That would be so. 

Senator SatronstTa.. So we do not know, seated in this room today, 
whether the maintenance and operation for 1958 of the Army is in 
the red or not? 

General Moore. I could find out, but I do not know at the moment. 

Senator SauronstaLL. Would it not be well to find out, Mr. Chair- 
man, and put it in the record ? 

Senator Cuavez. Yes. 

General Moore. I will find that out for you. 

(The information referred to follows :) 


Army, operation and maintenance, 1958 


Million 

IS Ce en Se ek $14. 30 
I PUD PUNO Ue i ete ee ecien 9. 05 
pee a ee 2 cadibaaningennapse anarchism ie 5. 25 


Senator Exiitenper. If he is in the red, then this $9,050,000 would 
have come from the Treasury or any part of it over and above what 
you would be in the red for? 

Senator SartonstAtu. That is right. 

General Moore. The accounts have been paid and it would wipe 
out a red balance on the books. 

Senator Exitenper. If the operation and maintenance funds are 
sufficient to absorb this $9,050,000, then of course there would not be 
anv money coming from the Treasury ? 

General Moore. Right. 

Senator Exrenper. But if they are short $9,050,000 in the opera- 
tion and maintenance funds, then this appropriation will really mean 
more money that will have to be furnished by the Treasury? 

General Moorr. T had hoped to make this point clear: that they 
have already paid it. And if those payments ran them in the red, 
in anticipation of this receipt it would then operate still to wipe out 
that red balance without any more money coming from the Treasury. 


CARE OF ACTIVE DUTY PERSONNEL AND DEPENDENTS 


Admiral Giimorr. For fiscal 1959, our request is $7,457,000 for 
the care of active duty personnel and dependents in other Federal 
hospitals and in civilian hospitals, as was mentioned before. 
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The other two items for our portion of the pay increase are $214,000 
and for the Lebanon and Taiwan operation, $429,000 for equipment 
and supplies. 

Senator SattonsTaLL. The 1959 part has been covered in full in 
the House ? 

Admiral Grumore. Yes, sir; it has been covered in full. We are 
essentially stating the purpose of it. It has been covered and granted 
in full by the House. 

Senator Curavez. Thank you. 


Crvit Eneinrertne, Navy 


STATEMENT OF REAR ADM. E. J. PELTIER, CHIEF, BUREAU OF 
YARDS AND DOCKS 


RESTORATION REQUEST 


Senator CHAvEz. The next item is for “Civil engineering.” The 

Navy asked for $3,738 32,000 on the basis of increased costs resulting 
from the Middle East crisis, the civilian pay increase, and a hangar 
in Antarctica. 

The House allowed $3,330,000. Full restoration of $402,000 is 

uested. 

At this point in the record I shall insert the program by activities 
and by object classification, for “Civil engineering.” 

(The information referred to follows: ) 


Program and financing 












































1959 1959 1959 in- 
presently revised crease (+) or 
available estimate decrease (—) 

2 eres 
Program by activities: 
Direct obligations: 
Sr oneemmmremrrarng FA oe ad PR $20, 408,000 | $20,408,000 |._..-.._____.- 
2. Maintenance and operation of shore establishments. 86, 302, 000 86, 437, 000 +135, 000 
3. Special procurement... ...........-...-.----------- 7,764,000} 7,764,000 |__....__ 
4. Construction battalion support_............--.---.- 8, 166, 000 8, 411, 000 +245, 000 
5. Departmental administration. -....--....---.----.- 6, 266, 000 G Soren t.2 8 
Supplemental required for pay increases-_-._..-_-....-- <9) Soe) WOO Fonccccceeccs +3, 352, 000 
SGI AIMS GLI RUNIE oon ce ow dem canrasneccucces 125, 554, 000 129, 286, 000 sa 732, 000 
Reimbursable obligations: 
Se eer INES BOP VIOUS. «oo ow ic cdc ccsceas ue ceca cee 300, 000 300, 000 |_....- Piece 
2. Maintenance and operation of shore establishments 18, 316, 000 BR Bee A vane an ee 
3. Special proeurement - -.-.........-....- Es eatneeres areata 27, 878, 246 Se NE Re sccgrciannco 
Total reimbursable obligations -_-.-....--.---...-.-- 46, 494, 246 | a 
TT IIS a . icnebucdaghchenssppenucering 172, 048, 246 | 175, 780, 246 +3, 732, 000 
Financing: 
Unobligated balance brought forward (69 Stat. 438) -_..... —1, 757, 967 | —1, 757, 967 |_.....2..-..2. 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
ferred to or from other accounts. ---.--.....----------.-- 1, 420, 379 | © —1, 420, 979.) ...-nn-ccanc 
Advances and reimbursements from— | 
Deliveries of materials common to U.S. requirements 
ordered by military assistance in current year__..-.- — 23, 000 | RD En wsn cst temsoiceomes 
Ger Sepenens siti 43 4.554528 IS ccc dined —41, 616,000 | —41, 616,000 |....__..____.. 
Non-Federal services (10 U.S.C. 2481).....-.--------.. —1, 200, 000 ey TE i tian 
Anticipated reimbursements for future year deliveries of | 
material common to U.S. requirements ordered by mili- | 
tary assistance in current year-..-.._---.---.-- ovale 2, 232, 000 et NE oe a 
Unobligated balance carried forward (69 Stat. 438).......-| 1,755, 000 | 1,755,000 | ------ao 
New obligational authority. -............................ | 125, 554, 000 ~ 129, O86, 000 D| +3, 732, 000° 
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Object classification 
| 1959 | 1959 1959 in- 
presently revised | crease (+) or 
available | estimate decrease (—) 
Le, 
Total number of permanent positions. -...................----. $17, 105 sti | 7.05 O17; 106: 
Average number of all employees. --.-.....-..------.-.-.----.- 15, 533 15, SEB Wh seteen ce ee 
Number of employees at end of year..........-.-.-..--------- 15, 538 46, 008 foie 
Personal service obligations: - 3 Ot es 
rN os ab enenenane mend 72, 803, 000 70, S08, 000 fo concede 
Other personal service obligations..................-.----- 2, 436, 000 3,455,000 {-... 
Total personal service obligations. -............--------. 75, 239, 000 __ 15,2 2 39, 000 | a ne een 
Direct obligations: iz " - = 
SI 5 as no ee waeoeehe 70, 652, 000 70, 002, 0001... sce 
ee ee te woenimenmambenneataaten 4, 319, 000 SSS ee loom enccseecs. 
03 Transportation of things........-.....-.-...........-. 3, 193, 000 Op SOD bnsnnneccue 
sa nenn MENWEOOE. 3.5. ca concanoonatencucce 525, 000 B00 WOO bonccccceae 
05 Rents and utility services................-...... sb cate 4, 602, 000 GBR Oe bannssccuue es 
06 Printing and remroduction.._......................... 589, 000 oe A, ff RR 
07 Other contractual services. ...........2.............-. 20, 439, 000 yo A ET ae 
I lle eacnesenmtinnigistoabio 12, 264, 000 12, 444, 000 +180, 000 
oD Me eras oe 03sec hide . 7, 936, 000 8, 136, 000 +200, 000 
11 Grants, subsidies, and contributions. -_-.......-- 323, 000 4, 323, 000 winkelglitiiaa se 
15 Taxes and assessments__....._..........---.----- i 64, 000 64000-4255 ee 
Supplemental required for pay increases.........--------- eS ee eer +3, 352, 090 
ne ce amuhione 125, 554, 000 1 29, 286, 000 | +3, 732, 000 
Reimbursable obligations: - y ' “" “i 
01 Personal services..........-.- ii tictieb ad dinnnaiysaaenwnacseitadele 4, 587, 0CO +307, 0)... ..... oe 
ee eae 2, 968, 000 2, 968, 000 | 
07 Other contractual services -_......------ atta td wade 4, 190, 000 4, 190, 000 
ee eS era ae | 6, 851, 000 6, 851, 000 


ye a ak eh aaa ehd. plan deka ktiicuimpes woe 


Total reimbursable obligations 


I So . ucneicmennetnindicbianansaopenceed 


27, 898, 246 | 





27, 898, 246 | 

















46, 494, 246 6 | 


175, 5, 780, 246 | 


46, 494, 246 |____. 


~ 48, 732, 000 


172, 048, 246 | 


SUPPLEMENTAL REQUEST 


Senator Cuavez. We will now hear from the Navy on this matter. 
Admiral Pertrer. Mr. Chairman and members of the committee, 
the original supplemental request for “Civil engineering” is 


$3,732,000. Of that amount $3,352,000 is for increase 


classified personnel resulting from Public Law 48-462. 
One hundred and eighty thousand dollars is for support of naval 
construction forces for unbudgeted expenses incident to the Middle 


East crisis: 


pay costs of 


and $200,000 is for procurement of an urgently required 


hangar facility for aircraft maintenance at Antarctica, at McMurdo 


Sound. 


H.R. 5916 reduced the supplemental request by $402,000, making a 
revised amount of $3,330,000. 
Restoration of the total reduction of $402,000 is necessary in order 


to provide adequate funds of (1) $335,200 to support actual payroll 
costs of on-board personnel; (2) $50,000 for the purpose of providing 
a completely usable hangar facility ‘and (3) $16,800 to support firm 
Seabee requirements. If the reduction in funds is not restored it will 
be necessary to defer needed replacement equipment already in the 
process of procurement for use by the Seabees. 

Senator Cnavez. Are there any questions ? 

Senator Etienver. Is there any way to take this $402,000 out of 
other less needed items ? 
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Admiral Prttrer. We will have to cancel some procurement to 
take care of it. 

Senator ELLENvER. In what fields? 

Admiral Prevrter. Well, it would be mainly for automotive and 
construction equipment for Seabee support. We have a very small 
budget base in that area. 


HANGAR IN ANTARCTICA 


Senator Exxenper. I notice you include $200,000 for a hangar at 
McMurdo Sound ? 

Admiral Prenrmr. Yes. That is in the Antarctica. We have to 
buy that hangar now in order to get it shipped down there this fall. 

As you know, it is a long leadtime proposition for doing construction 
work in the Antarctica. This is to provide a facility for heating 
planes to make them ready for what you might call air-sea rescue. 

Senator ExLenper. Why is that item there? Is there not any other 
item that you could select that would be less important ? 

Admiral Prettrer. This is a new item that we are asking for. It 
was not in the budget, sir. 

Admiral Brarpstry. Senator Ellender, after the budget was com- 
pleted last year, they decided to extend the Geophysical Year further, 
and: we had to put some items in here which were not in our budget 
last year at all. We never had them in the budget. This is one of 
them. 

MIDDLE EAST CRISIS COSTS 


Senator ELLenver. What do you figure this Middle East crisis cost 
your Bureau ? 

Admiral Prerrrer. We are asking for $180,000 here. It cost us 
about $60,000 more. We absorbed about $60,000 of the $240,000. 

Senator Ertenper. How did you lose that? 

Admiral Perrier. In our amphibious battalion operation $45,000 
was expended at our Construction Batallion Center at Davisville, for 
assembly, packing, and pontoon gear and materials of that type, pro- 
pellant equipment, and so forth, and $90,000 was expanded for special 
clothing, such as jackets, field shoes, housekeeping supplies, and so 
on for these amphibious battalions. 

Senator ELLenpEeR. You mean Lebanon ? 

Admiral Pettrer. Yes, for Project Cloud, which was in support 
of the Marines. This is a classified project. It was the Seabees in 
support of the Marines and we had $45,000 for outfitting, equipment, 
consumables, tents, and so forth, which totals $180,000 for that area. 

Senator Ettenper. Now the $47 million that you spoke of a while 
ago, Admiral Beardsley, covered all of this? 

Admiral Brarpstry. That is right. 

Senator ELtenprr. The entire Navy operation ? 

Admiral Brarpstey. Yes, sir. 

Senator Cuavez. Thank you, gentlemen. We are going to recess 
now until 2:30 this afternoon. 

(Whereupon, at 12:30 p.m. the committee recessed, to reconvene at 
2:30 p.m. of the same day.) 
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AFTERNOON SESSION (WeEpbNEsDAY, ApRIL 8, 1959) 


STATEMENT OF REAR ADM. JAMES W. BOUNDY, CHIEF, BUREAY 
OF SUPPLIES AND ACCOUNTS 


LEBANON AND TAIWAN CRISIS 


(The committee reconvened at 2:30 p.m., upon the expiration of 


the recess. ) 


Chairman Haypen. The committee will be in order. 

You may proceed, Senator Chavez. 

Senator Cuavez (presiding). Under “Servicewide supply and fi. 
nance,” the Navy is requesting a supplemental for $16,313,000. Ab- 
normal costs were brought about by the Lebanon and Taiwan crisis, 

The House allowed $14,682,000 a reduction of $1,631,000. 

The Department is requesting full restoration. 

At this point in the record, I shall insert the program by activities 
and by object classifications for servicewide supply and finance. 

(The information referred to follows :) 


Program and financing 





1959 1959 1959 in- 



































: presently revised | crease (+) or 
available estimate | decrease (—) 
. Program by activities: 
a! Direct obligations: 
is ee $194, 812,000 | $195, 772, 000 +960, 000 
- EY SONNE SS 5 oo ett eo nc ee he 88, 975, 000 90, 178,000 | +1, 203,000 
on a a niiclnnmdineaeainnnnnan 8, 950, 000 8, 950,000 |... --- 5. 
ie: 4. Servicewide finance. . Laplibheicethe-tidcumieckee 24, 744, 000 Mie eo 1... «ace 
s; 5. Departmental administration.-___._.-.......---__- 6, 306, 000 6, 306, 000 |__ Fh 
: Supplemental required for pay increases ------~.----.-- oe ORD. GOD 1. gon andtecwnde +14, 150,000 
th Total direct obbigntions. <5 5.2: ~<625- 22444925 -<c0 309, 637, 000 325, 950,000 | +16, 313,000 
wv -_—— ee —_— 
Reimbursable obligation: 
°° AE isc nncacipene eth s=a9bs ane 18, 646, 856 18, 646, 856 
’ 9; Cemmmemity Gontrel. 00.0. tes c 2c 300, 000 300, 000 
ee tain, coh enn deena aiy oe teaedhe ott -bnitgenteedati sas eniine fas 
EO aenee 40, 000 46.000 |... ee 
5. Departmental administration --.............----.-.-- 40, 000 40,000}. -2 £522. ae 
Total reimbursable obligations------...........--.--- 19, 026, 856 19, 026, 856 See 
Eo onmiabeeceerersenmecs 328, 663,856 | 344, 976, 856 | +16, 313,00 
Financing: 
Unobligated balance brought forward (69 Stat. 438) _...__- —389, 856 —O60 G56 1... 0: ase 
Unobligated balance (anticipated reimbursements to be 
earned from military assistance fund reservations) trans- 
Ne ee ee een eee en ool ocacascccncecaleoepocenccencalccouceuuien 
Advances and reimbursements from other accounts: { 
Deliveries of material common to U.S. requirements 
ordered by military assistance in current year_....-- —20, 000 =~, 000 |... ties. 
AER 3... conkoicinndstnmieboreedtihippeken tyme vies —18, 105,000 | —18, 105,000 |_........-.... 
Advanees and reimbursement from non-Federal sources-_- — 500, 000 —500, 000 |_..----.222.. 
Anticipated re eavaemnmente for future year deliveries of 
material common to U.S. requirements ordered by mili- | 
tary assistance in current WO. ond cnceanabhbedodcuabeess —212, 000 992, G00 | .5... cciecute 
Unobligated balance carried forward (69 Stat. 438) - - -- 200, 000 200, 000 |nnennnenencens 
New obligational authority ...............-...-.--.....- 309, 637,000 | 325,950,000 | +16, 313,00 
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Object classification 









































1959 1959 | 1959 in- 
presently revised | crease (+-) or 
available estimate decrease (—) 

| 
_ Total number of permanent positions_-_.......-...-----.------ 39, 960 | OS EEE 
Average number of all employees- ---__...-...-.---------.---- 39, 292 PE Eden Gane dace 
Number of employees at end of year. ..........--...--.-..---- 38, 165 GG WidcAicesietreancicin 
Personal service obligations: 
IIIT MN in gna Geb anak vnatdakoare | $181, 169, 000 | $181, 169.000 |__.___--_-.__- 
SN SERINE CRP TOU So. 6 ola idenandvadvodluuncenecceee 5, 596, 000 G, CO GOO 1. cttshiwetasce 
Total personal service obligations. _......._---....--__- 186, 765,000 | 186, 765, 000 | So eatieod nies 
Mirect obligations: 
a Sr TWH 63 o a. colic dant hil dngteonaeden 181,913,000 | 181,913,000 |.............. 
i te cng 1, 309, 000 es 5 1 eee, oe 
Oe ESE Go ee ee ee ee 43, 725, 000 44, 805, 000 +1, 080, 000 
04 Communications services.__..__- 1, 351, 000 5, Son, O00 452 cae cdeeds 
05 Rents and utility services_._. 8, 115, 000 RN i cischcRinccetendincn 
06 Printing and reproduction_._...._.._._- 3, 620, 000 RED Poo ncccthenanc 
07 Other contractual services -__-_-....----- 18, 002, 000 18, 715, 000 +713, 000 
Services performed by other agencies___.....------ 42, 918, 000 i EN Scanian meee 
Labor contracts with foreign government ! 1, 389, 000 EI Es csheuniaiiaiabolanninn 
Private foreign Jabor contracts 3.._..........._---- 1, 350, 000 me FY ee 
I I create nissan bimini minnnem 6, 859, 000 7, 229, 000 +370, 000 
SERED SSE SEA ALL, TOT A 972, 000 BEE Lnkeonnnqesssne 
11 Grants, subsidies, and contributions___.-..........--- 11, 858, 000 CE EEE 
13 Refunds, awards, and indemnities_-.--......-...-.---- 370, 000 BA OE iivcccnctasunene 
yt ee GRIT MUNONINIOTINN 2c 2. oon. cock cnc owe cancnccance 46, 000 Ct eae 
Supplemental required for pay increases--..-...-.--.----- 14,400; 000 | ....---5.uee5s +14, 150, 000 
SE nn EIEN nn Cn cntesensciwcenacecs 309, 637,000 | 325,950,000 | +16, 313, 000 
Reimbursable obligations: 
I aida we eibeceeadwns 4, 852, 000 4, 852, 000 
07 Other contractual services... -_..........-.-...-.-.---- 7, 225, 000 7, 225, 000 
08 Supplies and materials..............-_--- 6, 377, 000 6, 377, 000 
Sh a inbincnauineis 270, 000 270, 000 
11 Grants, subsidies, and contributions___...........-_-- 302, 856 302, 856 
Total reimbursable obligations..............-.-......... 19, 026, 856 TO Bec eccwnnccens 
UE OR RNNOING os cine deen dda ceccutudalan beaded 328, 663,856 | 344,976,856 | +16, 313,000 





1 Average number, 1,269. 
3 Average number, 639. 


SUPPLEMENTAL BEQUEST 


Senator Cuavez. We shall now hear from the Department of the 


avy. 

Taina! Brarpstey. Admiral Boundy.will handle that, Mr. Chair- 
man. 

Admiral Bounpy. I am Rear Admiral Boundy. I am requesting 
supplemental funds under the appropriation “Servicewide supply 
and finance, Navy,” of $16,313,000. 

The work performed under this appropriation is generated by the 
fleet. My regular fiscal year 1959 budget was conservatively planned 
to support a normal workload geared to peacetime fleet requirements 
and allowed no slack for unexpected contingencies. We take the 
slack out in advance by predicting a gain in efficiency before our 
myeler appropriation request. 

am confronted by unplanned costs of $14,150,000 as a result of 
the classified pay increases, and $2,163,000 resulting from additional 
workload and transportation costs generated by the Taiwan and the 
Mideast emergencies. 

I financed these latter costs by borrowing from funds needed for 
maintenance and transportation in the fourth quarter fiscal year 
1959. 


38932—59——-29 
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The House of Representatives has approved $14,682,000 of my sup- 
plemental request, a reduction of $1,631,000. 

The approved amount will cover increased pay costs for which 
this appropriation is liable. It will not support the additional work- 
load cost for the Taiwan and the Mideast crises. 

This appropriation has no procurement programs which can be 
depressed except procurement for equipment and material necessary 
to operate my facilities. 

I had planned to replace some of my worst materials handling 
equipment, of which 50 percent is now overage. 

I on planned to do some of the most urgent repair and main- 
tenance projects, such as dredging, roof repairs, and so forth. 

I would hike to proceed with these plans, If the $1,631,000 dis- 
allowed by the House is restored, I can proceed with these plans. 


HOUBE REPORT 


Senator Cuavez. Admiral according to the House report, and I 
quote from said report: 

The need of these additional funds is due primarily to the added cost gen- 
erated by the crisis in the Middle East and the Far East. While considerable 
part of supplemental requests.are attributable to such activity and to increased 
pay costs, the committee is not convinced that the full amount requested is 
needed. Some reductions have been made in each item in the specific amounts 
for each item of appropriation as set forth in the table at the end of this report. 

What do you say to that, that it is not necessarily needed at this 
time? 

The committee is not convinced that the full amount requested is needed. 

DREDGING AT OAKLAND 


Admiral Bounpy. I would like to speak to that, sir. If I do not 
get this $1,631,000 I will not be able to dredge the piers at Oakland, 
which is now not being fully used. It would cost about $260,000. 

Senator Cuavez. How long has it been in that condition, Admiral? 

Admiral Bounpy. There has been some dredging going on in the 
harbor and this has been gradually filling. 

I would like to have startéd work earlier in the year, but put it off 
because of these additional costs. 

Senator Cuavez. When are you going to be through with it? 

Admiral Bounpy. We are not dredging now. I would like to start 
the dredging. We have piers in need of repair, Craney Island, Subic 
in the Philippines and at Bayonne, N.J., to the amount of $70,000. 

I have repairs to roofs where it is costing the Government money. 
I would like to go on with these repairs. These repairs were delayed 
in order that I could meet the payroll. 


LIST OF PRIORITIES 


Senator Cuavez. Now, if the committee would not allow restora- 
tion of the total amount taken out by the House, do you have any 
priorities ? 

Admiral Bounpy. Yes, sir. I can give you for the record a list of 
seven or eight things making up the total of $1,631,000 in order. 

Senator Cuavez. Will you give them to us in order, Admiral? 

Admiral Bounpy. Yes, sir; I will give them to you in order. 
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Senator Cuavez. Can you do that now? 
Admiral Bounpy. Yes, sir; I can do that now. 
Senator Cuevez. All right, let us have it. 


PURCHASE OF TRUCKS AND TRAILERS 


Admiral Bounpy. I would defer buying some trucks and trailers to 
the extent of $100,000. This is not to the benefit of the Government, 
sir. I am using trucks that are overage. It is costly. 

I would save another $20,000 by not buying three fire engines which 
we need. 

Senator Cuavez. Where? 

Admiral Bounpy. Naval Supply Center at Oakland, Naval Supply 
Center at Norfolk, and the Naval Supply Depot at Mechanicsburg. 

Senator Curvez. The sooner the better, because we are going to get 
through with this bill directly and we would like to mark it up. 


MATERIALS HANDLING EQUIPMENT 


Admiral Bounpy. I have also marked $130,000 for materials han- 
dling equipment. This is urgently needed. I am using wartime 
equipment in many cases. Also, I cannot defer some of my utilities 
systems repairs. 

Senator CuAvez. Such as what? What does that item amount to? 

Admiral Bounpy. $40,000 for some railroad track that needs re- 
pair, and additional costs for electric utilities, and power cables. 
They need repairs, sir. 

TRANSPORTATION BUDGET 


My transportation budget for the year is $42,800,000. By putting 
out dispatches to the fleet to restrict the shipment of ur ently needed 
material until the end of this fiscal year, I could probably save as 
much as $750,000. 

Senator Cuavez. Out of the total? 

Admiral Bounpy. Out of the total of $1,631,000. 

Senator Cuavez. All right, sir. 

Admiral Bounpy. This would leave one further item, the dredg- 
ing. That is the dredging planned at this time at Oakland. 


DREDGING PROJECTS 


However, there are two other dredging projects which we will have 
to defer until next year. But I already have, sir, a backlog of about 
$7 million of this type of work. I have listed to you only the urgent 
ones. 

Senator Cuavez. What about that Oakland pier, for dredging 

Admiral Bounpy. That is a dredging job, sir. 

Senator Cuavez. Tell us about it, briefly. 

Admiral Bounpy. It is an old pier, sir. It has now silted up to 
the extent that the ships cannot come along side unless they discharge 
a large part of their cargo some place else. This isa costly operation. 

Senator Cuavez. If this money is allowed will it do the work per- 
manently, or for at least a reasonable time, or will you be back here 
again next year? 

Admiral Bounpy. For a reasonable time, sir. Dredging is some- 


| thing that has to be done every 2 or 3 years, Senator. 
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Senator Cuavez. Thank you. 

Are there any questions, Rervine Hayden ? 

Chairman Haypen. Obviously, some of these items will cost more 
if they are delayed. 

Admiral Bounpy. Yes, sir. 

Chairman Haypen. And there is no advantage in doing that. If 
it is something that can go over, that is different. 

Senator CuAvez. The reason for that is that we still have to go to 
conference if we restore the money. We want to make as good a 
record as we can to justify our position. 

Admiral Bounpy. I shall be glad to furnish the committee addi- 
tional information by writing, if you wish, sir. 

Senator Cuavez. Thank you. 

(The information referred to follows :) 


Priority No. 1. Replacement of vehicular equipment 





Code Total | Unit Total 
No. Item Location quan- | cost cost 
tity 





TRUCKS AND TRAILERS, GENERAL PURPOSE 














620 | Truck, 10 ton 4 x 2, truck-tractor---_-.---- 1 Oakland, 1 Subic____.__. 2 | $7,210 $14, 420 
323 | Truck, % ton, 4 x 2, pickup, commercial | 5 Oakland, 10 Guam 7 1 i225 21, 590 

type. 1 Newport, 1 San Diego. 
342 | Truck, 1 ton, 4 x 2, pickup-----------.---- 1 Oakland, 1 Bayonne. __-- 2) 1,610 3, 220 
816 | Trailer, semi, 20 ton, stake_-_-_--.- .-| 5 Oakland, 4 Guam_-_-_-_.-- 9} 4,900 44, 100 
822 | Trailer, semi, 15 ton, lowbed-_----------- 1 Bayonne, 1 Pear! Harbor. 2{ 2,000 4, 000 
821 | Trailer, semi, 10-12 ton, stake-__---.---.- 3 Norfolk, 1 Subie Bay---- 4/1 3,200 12, 800 
36 ii 100, 130 
> |__| | —= 

SPECIAL AUTOMOTIVE EQUIPMENT 

7321 | Truck, fire, triple pump-------- nhiohnoeea 1 Mechanicsburg---.-..-.- 1 | 13,000 13,000 
7203 | Truck, fire, skid mounted----.........-..- OOO. ccccabonsivces 1} 4,000 4, 000 
7200 | Truck, fire, trailer mounted --....-.--...-| 1 Norfolk. _.........------ 1} 4,000 4, 000 
S hu 21, 000 
MATERIALS HANDLING EQUIPMENT iat’ fa 
130 | Truck, lift, fork, gasoline engine, pow- | 2 Norfolk, 3 Bayonne, 1 6} 4,500 27, 000 


ered, pneumatic rubber tires, 4,000 Ib. Newport. 
capacity, 144 inch lift, automatic trans- 


mission. 

130 | Truck, as above, solid rubber tires, 100 | 1 Bayonne, 1 Norfolk, 1 3 | 4,490 13, 470 
inch lift. Oakland. 

130 | Truck, lift, fork, gasoline engine, pow- | 2 Guam__......-.---.-.--- 2] 5,000 10, 000 


ered, pneumatic rubber tires, 6,000 Ib. 
capacity, 168 inch lift, automatic trans- 





mission. 

182 | Truck, as above, solid rubber tires, 100 | 1 Norfolk, 1 Pearl, 1 Oak- 3] 5,000 15, 000 
inch lift. land. 

182 | Truck, as above, without automatic | 2 Norfolk, 5 Pearl, 2 Oak- ll 5, 000 55, 000 
transmission. land, 2 Yokosuka. 

111 | Tractor, warehouse, 7,500 lb. drawhbar, | 2 Norfolk..........-.- cease 2) 4,200 8, 400 
pull pneumatic rubber tires, gasoline 
engine powered. 

Bi lesi. cae 128, 870 








CRG BOR. oo cinccncscncnncsueune bi edesgebeddtbobesennecsins= We eseskane 250, 000 
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Priority No. 2. Emergency repair and improvement projects 


ee ee ence cere ere a 














Location Description Amount 
PIERS 
RNID. 75.5.3. | SOUR RD SUNN DROP cca pest a tite Ces etn tbe ie «asa one sep eben apawes $12, 600 
NSC Norfolk..-.--- Repair Craney Island fuel piers, ‘‘C’’_..._______- = 24, 700 
ener ery wees RDO NO ne 13, 500 
NED Subic Bay--.-.| Repair of fuel pier_._.--..-.--..--.....---.-.-..- ; d ; 7, 000 
NSD Bayonne...-- Replace portion of deteriorated fender system along south bulkhead. - 27, 000 
84, 200 
ROOFS aa 
NSD Guam..-.---- Repair transit shed roof, building No. 3169_....________- vik £3 i ee 19, 500 
NSD Guam----- ..| Repair roof on dry provisions warehouse, building No. 3202_._...._...___- 94, 300 
NSC Norfolk-_---- Replace warehouse roof of building No. 16 at Cheatham Annex_______..-- 74, 500 
188, 300 
UTILITIES AND MISCELLANEOUS oe Oe 
NSC Oakland_---- Provide transformer capacity for electrical services, building No. 310_- 13, 000 
NSD San Diego....;| Construct defrosting water recovery system for cold storage plant, building 6, 100 
No. 7. 
NSC Pearl Harbor_.| Replace insulation of cafeteria reefers in building No. 487___- = . 17, 000 
NSY Charleston-.-_-} Bin storage alterations at building No. 1139...._______.....-...-_--------- 22, 000 
NSY Puget Sound_} Repair of railroad trackage, project M589 and M595_____-.____________- 16, 400 
NSY Charleston.--} Repair of railroad trackage, project M8-58 and M3-59____- per BOS. Tt 24, 000 
98, 500 
NE IE eae aoc cudacduaseoscce sees : ie 371, 000 





Priority No. 3. Restriction on transportation 
Description Amount 


Restriction on shipments of urgently needed material________________ $750, 000 
Priority No. 4. Dredging 

Location and description Amount 

RR $260, 000 

Summary 

Amount 

Priority No. 1. Replacement of vehicles_.._.._...._....._____________ $250, 000 

Priority No. 2. Emergency repair and improvement projects_________ 371, 000 

Priority No. 3. Restriction on transportation___.____________________ 750, 000 

Priority No. 4. Dredging at NSC Oakland__._______________________ 260, 000 

a 8 1, 631, 000 


PREPARED STATEMENT 
(Admiral Boundy’s prepared statement follows :) 


STATEMENT OF Rear ApM. JAMES W. Bounpy, CHIEF OF THE BUREAU OF SUPPLIES 
AND ACCOUNTS 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
appear before you to explain the need for a supplemental appropriation to 
ga operations under “Servicewide supply and finance, Navy” for fiscal year 

This appropriation pays for the servicewide logistic support functions in 
supplying the Navy and is used mostly to pay the people who buy, manage, and 
store material, and fuel and load our ships. Our regular fiseal year 1959 
budget was based upon a carefully developed, austere plan to support a supply 
workload commensurate with a normal tempo of fleet operations and the then 
existing civilian pay scales. The impact of two factors will result in costs of 
$16,313,000 more than those included in the regular Appropriation Act. 
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The first of these factors was the increased pay rates authorized for classified 
civilian employees by Public Law 462, 85th Congress. This increased our pay. 
roll costs $14,150,000 above the fiscal year 1959 regular budget estimate. 

The other factor was a higher tempo of fleet operations generated by the 
Taiwan and Mid-East crises, which created an immediate upsurge in logistics 
support requirements throughout the supply system. We had to lease additiona] 
fuel tankage to support Mid-East fleet movement. Special airlifts were neces. 
sary for emergency movement of material to overseas areas. The duration and 
scope of the Taiwan and Mid-East crises could not be predicted and, as a pre. 
paredness measure to cover the military contingency, it was mandatory that the 
logistics pipeline be maintained to replace stocks issued to the fleet at tide. 
water. Unplanned costs were thus incurred at our commodity control activities 
and for inland transportation. The increased costs resulting from this emer. 
gency situation amounted to $2,163,000. 

The supplemental amount of $14,682,000 allowed by the House action will 
provide for the increased costs of the classified pay raise and will also allow an 
amount of $532,000 toward the unprogramed expenditures caused by the Taiwan 
and Mideast emergencies. The deficit of $1,631,000 which the House action 
imposes upon this appropriation will have to be met. At this point in the 
fiscal year, a further reduction of personnel will not save money to apply against 
this deficit because of the time requirement for such action and the costs of 
terminal leave which would have to be met. If restoration cannot be made, I 
will have to cancel $600,000 worth of emergency repair and improvement projects 
now in progress and lack of which will place in jeopardy my future operational 
capability. These projects represent such things as dredging, repairs to piers, 
and repairs to roofs and utility systems. I will have to cancel $250,000 worth 
of in-process procurement actions for replacement of the worst of my automo- 
tive and materials-handling equipment, of which 50 percent is now overage. I 
will have to cutback transportation of material at the risk of providing less 
than full support to the fleet. I believe such actions would represent false 
economy since they do not result in actual savings and merely contribute to 
heavier expenses in subsequent years. 

I am requesting this committee to restore the $1,631,000 disallowed by the 
House action so I will not be forced into actions which can only be considered 
uneconomical from a long-range viewpoint. 


DEPARTMENT OF THE Navy, SERVICEWIDE OPERATIONS 


STATEMENT OF REAR ADM. K. M. McMANES, USN, ASSISTANT VICE 
CHIEF OF NAVAL OPERATIONS, DIRECTOR OF NAVAL ADMINIS- 
TRATION 


RESTORATION REQUEST 


Senator Cuavez. The next item is for servicewide operations for 
which the budget request was $5,726,000, occasioned by the Lebanon- 
Taiwan crises and the civilian pay increase. 

The House allowed $5,153,000, a reduction of $573,000. Full res- 
toration is requested. 

At this point in the record I shall insert the program by activities 
and by object classification for servicewide operations. 

(The information referred to follows :) 
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DEPARTMENT OF THE NAvY—SERVICEWIDE OPERATIONS 


Program and financing 








19°9 pres- 
ently avail- 
able 
ae by activities: 
jrect obligations: 

1, Administrative headquarters for naval districts, 
ENE EE ee ae $17, 068, 000 
2. Servicewide communications. ------- tb desde bidews 38, 628, 000 
eae ee sanaiibcmial 12, 295, 000 
is CII os Le cane 955, 000 
6; Enter-Amesionn affaifs...:.. -..5..--.-....--1..-. ‘ 4, 495, 000 
6. Departmental administration... __- 21, 850, 000 

7. Printing equipment and related costs, ‘printing 
ae een os eine! 300, 000 
GN Sergi 8) ere 15, 808, 000 
9. Contingencies of the Navy L awecsmakes Reape tee Sik 11, 92, 000 
Supplemental required for pay increases. --..---------- —5, 326, 000 
I I nononannseeeanad=s 117, 993, 000 

Reimbursable obligations: 
Total reimbursable obligations...........------------.--- 13, 695, 000 
ater opeetiene. conc tecddi te bk Wola. 131, 688, 000 
Financing: 
Advances and reimbursements from— 

See SONNE: ons 5s th bare suosesesessuqanad —13, 392, 000 
Non-Federal sources (10 U.S.C. 2481)..--.---------.-- —303. 000 
New obligational authority_.....-..---------------- 117, 993, 000 


New obligational authority: 
I no sacecnsl cacrcli dinenhh iid oer amninettbeniy a aeieimenianias st 118, 985, 000 
Transfe-red to— 
“Onerating expenses, National Archives and Records 
fervice,’’ General Services Administration (5 U.S.C. 


DN i. dinsuwunotee naan dn deudandeunainnmneenenae — 467, 000 
“Salaries and expenses, Department of Defense” (5 

Wks. SOOO). caccccadhddabidedutubbndenchatinnde tides — 525, 000 

Reparation (GOO) oc ncccckecdanpedenans ions 117, 993, 000 


19°9 revised 
estimate 


$17, 068, 000 
39, 028, 000 
12, 295, 000 

955, 000 
4, 495, 000 
21, 850, 000 





123, 719, 000 
13, 695, 000 


137, 414, 000 





—13, 392, 000 
—303. 000 


123, 719, 000 
124, 711, 000 


— 467, 000 
— 525, 000 


123, 719, 000 


1959 increase 





Obdject classification 








1959 pres- 
ently avail- 
able 





Total number of anent NOS Sasi on itd ba mine 12, 434 
Full-time equivalent of all other positions... -_-.............- 6 
Average number of al] employees. -....-...-...-.---.---.----- 11, 957 
Number of employees at end of year_...-.-..----..-..----.--- 11, 960 


01 Personal services: 








Permanent a i wesnae seninapeegiaeiam 
Positions other than permanent___.................--.- 
Penn TEP OOUL SET VONNE Le adicis occivescannpedaceees 
Total personal service obligations. .................- 
Direct obligations: 
I ee ee erin nent 65, 192, 800 
ae? TN ooo ting Eb cus anand sbnuedigthvctvdsccenestéstns 3, 148, 200 
tO CCR... wcunsscnpsdeukdnsenenssue 765, 000 
See CeRIIIRREINE SOU OUN ooo cnedcvansonqsacwoguteoee 6, 005, 400 
05 Rents and utility services. ................---...--.... 2, 664, 425 
06. Printing and reproduction. ...................--.---.. 1, 907, 225 
@ Other contsactunl services. ........-.-...-...--...-...- 14, 177, 900 
Services performed by other agencies...._......-.--- 673, 950 
Labor contracts with foreign governments !__._.__.- 1,046, 600 
08 Supplies and materials............-......-------.----- 7, 218, 800 
eos cues apanechswasassencnodaccamess 15, 915, 800 
11 Grants, subsidies, and contributions. .....-......-.-.-- 4, 570, 800 
Sit) DG CORIO no cndne bagi «denn anage epdesber 31, 100 
Supplemental required for pay increases. ......-....-.---- —5, 326, 000 
eh Cirest GDNGRtIOOR <a he ow dgndsiiee--n2-s- 117, 993, 000 
Reimbursable obligations: 
Total reimbursable obligations.............--..-.--------- 13, 695, 000 
Total obligations_...........- cecirosseestieuenteueet hile 131, 688, 000 








1959 revised 
vised esti- 
mate 


12, 434 
6 


reer Ho 


65, 192, 800 
3, 148, 200 
765, 000 





2, Bd. 507 







~ 437,414,000 | 








1959 increase 



















1 Average number of persons: 918. 
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GENERAL STATEMENT 


Senator CuHAvez. We will now hear the presentation. 

Admiral McManers. Mr. Chairman and gentlemen, I am Rear Adm. 
K. M. MeManes, Assistant Vice-Chief of Naval Operations; Director 
of Naval Administration. 

Supplemental funds requested in the amount of $5,726,000 have been 
reduced 10 percent by the House Appropriation Committee. 

Restoration of $573,000 is requested in order to replace funds ex- 
pended from the regular appropriation for: 

(a) Unforeseen communication costs incurred in connection with 
the recent Mideast and Taiwan crises, and 

(6) To provide the minimum amount necessary to fund additional 
civilian pay costs—Public Law 85-462. 

Senator Cuavez. Have you broken down the two items? 

Admiral McMansrs. Yes, sir; I can give you that subsequently. 

There are no surplus funds available within the appropriation which 
could be used to offset this supplemental request. 

During fiscal year 1959 the “Servicewide Operations, Navy,” appro- 
priation has been forced to absorb unbudgeted items to the extent of 
approximately $2,300,000. These unbudgeted items requirements have 
been met principally by diverting funds programed for the procure- 
ment of electronic equipment. Approximately 67 percent of appropri- 
ated funds were obligated as of February 28, 1959, and no appreciable 


savings are expected to materialize during the balance of the fiscal 
year. 
DEFERMENT OF PROCUREMENT ITEMS 


If restoration is not provided, it will be necessary to further elimi- 
nate, defer or curtail procurement of critically needed electronic equip- 
ment for the naval communication system, which, because of their 
short-lead-time nature, are still programmed for procurement in fiscal 
year 1959. 

Senator Cuavez. Give us a breakdown of this $573,000. 

Admiral McMangs. For the naval security group, crypto equip- 
ments, $60,000. 

For the naval communication system, switching jacks and patch 
panels, $110,000. 

Portable communication facilities and equipment for the Chief of 
Naval Operations high command network, $43,000. 

Price increase for manufacturing work currently underway at the 


Naval Gun Factory, $25,000. 


Senator CuHavez. Why is that brought about? Wages or matters 
of that nature? 

Admiral McManes. That is what it is. It is for the manufacturing 
work going on, the increase in the wages due to the wage classifica- 
tion board. 

Antenna kits for the Naval Communication Station, Guam, trans- 
mitters, $40,000. 

Then we have three different types of teletypewriters: one of them 
$75,000, another $70,000, and another $150,000, for a total of 
$295,000. 

Senator Cnavez. The grand total would be what you are reclaiming. 

Admiral McMangs. $573,000; yes, sir. 
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Senator Cuavez. Senator Hayden, do you have any questions? 
Chairman Haypen. No, thank you. 

Senator CHavez. Thank you. 

Admiral McMangs. Thank you, sir. 

Senator Cuavez. Now, Admiral Beardsley, will you talk on title II? 
Amiral Brarpstey. Yes, sir; I have a one-page statement, Senator. 


STATEMENT OF REAR ADM. GEORGE F. BEARDSLEY, USN, DEPUTY 
COMPTROLLER OF THE NAVY 


CIVILIAN PAY INCREASES 


Admiral Brarpstry. Mr. Chairman, the entire amounts of the re- 
quests for both “Navy personnel, general expenses,” and “Research 
and development, Navy,” are attributable to civilian pay increases 
under the provisions of Public Law 85-462. 

As the committee is aware, substantial amounts of pay increases 
have already been absorbed within existing funds. 


NAVY PERSON NEL—GENERAL EXPENSES 


In “Navy personnel, general expenses,” no further savings can be ob- 
tained by personnel reductions at this time. The only avenues open 
for saving of funds within the appropriation would be further defer- 
ral of the already austere maintenance program and further reduction 
of personnel training and administration. 


RESEARCH AND DEVELOPMENT, NAVY 


In “Research and development, Navy,” $12 million of civilian pay 
raises have been absorbed, leaving the balance of $9.994 million con- 
tained in the request. 

The execution of plans to date has been based on the receipt of sup- 
plemental funds. Because of the time factor, no further savings are 
possible through personnel reductions in this fiscal year. 

Any reduction of this request will make it necessary to either cancel 
or defer certain important projects. Examples of such action would 
include the instrumentation of the flying laboratory, the Talos, Tar- 
tar, and Terrier shipboard simulation systems and high-temperature 
materials, molybdenum. 

CONCLUSION 


We feel that we have taken every feasible action to reduce costs. 
Any reduction of these supplemental requests will force curtailment 
of functions which will be both uneconomical in the long run and 
costly in terms of the national defense. 

These two appropriations are completely related to the classified 
pay increase and they are put in title II of the bill. 

If there are no questions on that, I have one final item on general 
provisions which I would like to comment on at this time. 


— tt... tener 
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WAGE BOARD PAY INCREASES 


Chairman Haypen. I would like to ask one question about the wage 
board pay raises. 

Senator Cuavez. As I understand this item is already in the bill, 
but you want to comment for the record. 

Admiral Bearpstey. For the record, yes. 

Chairman Haypen. What I have in mind is this: Is the Navy De- 
artment satisfied that the wage boards have supplied you with in- 
ormation based upon what is paid like employees in the same area. 

Is that accurate, or not? 

Admiral Bearpstey. I think the answer is “Yes.” We are satisfied 
with the performance of the wage boards. 

If there is any question about it, it would be about the total pro- 
cedure and the formula for determining the local wage, but I think 
this is more or less prescribed. 

We are carrying out both the law and the administrative instruc- 
tions on how to do this. 

Chairman Haypven. Do these boards function every year? 

Admiral Brearpstey. I am not so sure it is every 12 months, but it 
is periodically in every year as dictated by local wage scales. Maybe 
every 12 months. I am not sure, but it seems to occur every 12 
months. 

Any time there is a significant increase in a general wage level for 
certain work in an area a survey is made. The theory is to keep 
abreast, but not ahead of the local wage. 

The contention on the part of some people is that we are leading 
the local wage. That is an area of contention. 


AREA DIFFERENCES IN WAGE SCALES 


Senator Cuavez. Now, is there any real difference in wages between, 
say, San Francisco and Norfolk? 

Admiral Brarpstey. I don’t know the wage scale between San 
Francisco and Norfolk, but there are differences between different 
parts of the country; yes, sir; very significant. 

Senator CHavez. I think the committee would be most happy if 
you would submit a table for the record. Take every area in the 
country, Seattle, Wash.; San Francisco, Los Angeles, New Orleans, 
back to Philadelphia. 

Admiral Bearpstey. I will put that in the record. 

(The information referred to follows:) 


Wages for ungraded employees in the Department of the Navy are fixed on 
the basis of average wages prevailing in labor-market areas (immediate geo- 
graphical areas surrounding the naval installations) as determined by wage 
surveys of private companies. These surveys are conducted approximately 
on an annual basis, and new Navy wage schedules are issued when the survey 
material has been computed into a wage line. 

Examples of rates of pay for selected occupations in various locations (areas) 
in the continental United States are as follows: 
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Hourly rates by area, as of Apr. 9, 1959} 








l 

Area Laborer Helper Truck Machinist | Toolmaker 

driver 

ANN 6 cceche itil cidbensemeenctm $1. 96 $2. 23 $2. 31 $2. 68 $2. 99 
ES ain nna ganccnnomshonedes 2.13 2. 27 2. 36 2. 82 3.04 
ID Re oral ara manicndduanece 1.80 1.94 2. 06 2. 67 2. 85 
nica ccimadaeemnionewininieet 2.01 2. 21 2. 29 2. 69 2. 88 
OE ee 2.19 2. 34 2. 42 2. 80 3. 26 
TIE non connnertansseuneesea 2. 02 2. 22 2. 30 2.71 2.99 





1 The hourly rates listed below are for the 2d step of a 3-step rate range. The ist step is 96 percent and 
the 3d step is 104 percent of the 2d step rate shown. 


SALE OF SALVAGE AND SURPLUS MATERIAL 


Admiral Brarpstry. The last item I have been asked to comment 
on is an item for the Defense Department. We asked the House of 
Representatives that section 611 of the Department of Defense Ap- 
propriation Act, 1959, Public Law 85-72, be amended by deleting the 
figure of $49 million in the first line and inserting in lieu thereof 
$55 million. 

This refers to the authorization to use up to $55 million of funds 
generated from the sale of scrap, salvage and surplus material for 
the preparation and sale of the material. 

There are many advantages to this. We are carrying out the intent 
of Congress in doing this. This was an increase of $6 million. 


HOUSE COMMENT 


The House recommended an increase of $5 million with the follow- 
ing statement : 

The second provision relates to section 611 of the Department of Defense 
Appropriation Act of 1959 which authorizes use of proceeds from the sale of 
scrap, salvage or surplus material for the expense of disposing of military 
surplus property. The committee has urged a vigorous program for the dis- 
posal of obsolete and excess material and recommends an increase in limitation 
to $54 million. The limitation at the present time is $49 million. 

The Secretary of Defense has stated the increase in amount is needed if 
the proper disposal program is to proceed at a high rate for the balance of 
the year. 

Our programs are proceeding at a very high rate. We need this 
money to keep this rate going for the rest of the year. 

Senator ELLeNpER. Could you tell us to what extent this amount 
has been increased over the last 5 years? 

Admiral Bearpstey. I cannot tell you that, sir. 

Senator ELLENpDER. Will you supply that for the record ? 

Admiral Brarpstry. Yes, sir. 

(The material referred to follows :) 


PREPARATION AND SALE OF SURPLUS PROPERTY 


Proceeds from sales 


{In thousands] 


I tt ec capac isienigphanslinpeninsll anal dliesaininctthitnstinsioetiiestines $190, 000 
satanic csnieninmanntil werd adiatieeki ie tivmmtastniimmnnesdlisiilli 192, 052 
ceca re Deh et temlomngngnindabeipiaelepenneeadmmenreuatenreageciariaeiaan 200, 732 
dtd pis dmtatnleenedghindabibmsensnerniiinammn eTiiaaanD * 225, 000 
I I I nesses cieendl beckdsiabab hth ch ll ceententhieeneiiinemeatin * 250, 000 


1 Estimated. 
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Funds made available by Congress’ 
{In thousands] 


I a cereal sere ase co Giese me pias mal see $31, 000 
chic gi hereon ain 41, 000 
I a es aici cerry pe eee 45, 000 
I a acon ss sesame mua * 55, 000 
I een erinetecnenenthannee ingenenpine ainsi * 70, 500 


1Prior to fiscal year 1959 charges were limited to preparation for sale of scrap and 
surplus property. Fiscal year 1959 and subsequent includes expenses in connection with 
disposal of scrap and surplus property. This latter change more properly reflects the total 
cost of disposal by the Armed Services and accounts for, along with the great backlog of 
material to be disposed, much of the increase in fiscal year 1960. In prior years many 
disposal costs were borne by appropriations. 

2 Estimated. 


Ratio 
[In percent] 
I OR AE Re reas avcien pentose ler bla baveiie crtoer nbn echinies 16.3 
I I SO hc ee hh eae Sec i bceldhiah ab ew necciuwintbd vaio ne oem 21.4 
I a Es inca saan nc ppoanargthopnieswwediaisde 22.4 
I leaning 24.4 
i a i eaecegstninlganieaeleresionian en tcpgeaegiteronenlorunaineertnaweaaes 28. 2 


The following are illustrative of the purposes for which costs are incurred for 
disposal of military property : 

(a) Demilitarization of millions of rounds of ammunition so that it will be 
rendered safe for handling by commercial concerns. Removal of fuses, explo- 
sive primers, and explosives are typical demilitarization operations. 

(b) The handling and collecting of scrap and salvage at scrap yards so that 
sale can be effectively controlled in the best interest of the Government. 

(c) The cataloging for sale, bid lotting, advertising, printing of catalogs, re 
view and awarding of bids, etc., is a continuing and necessary effort. 

(d) Within limitations prescribed by the Office of the Secretary of Defense, 


the purchase of certain capital equipments such as explosives detonating ma- 
chines. 


(e) Other costs, such as administration of sales; transportation, where nec- 


essary, of material to a sales point; burning ground operations, dumping of 
ammunitions at sea, etc. 


PERCENTAGE OF SALES CHARGED TO HANDLING 


Senator ELLenpER. What percentage of the sales does the $54 mil- 
lion represent ? 

Admiral Brarpstey. The proceeds from sales in 1958 were $200 
million. 

So it is 25 percent. 

Senator ELtenper. It amounts to 25 percent. 

Admiral Bearpstry. Yes, sir. 

Senator Ettenper. Do you think that is excessive? 

Admiral Brarpstey. No, sir; I do not think so. This is handling 
vast amounts of material, sir. 

Senator E.tenpver. I understand that, but that overhead seems out 
of proportion. 

dmiral Brearpstey. That is not the point, sir. The point is in 

1958 the Defense Department disposed of $6 billion worth of ma- 
terial. The net proceeds were about $200 million, of which we used 
some $40 million to do the job. 

oe Extenper. I know, but what counts, is the money you get 
out of it. 


Admiral Brarpstry. The U.S. Treasury got about $160 million 
net back. 


ADMINISTERING COSTS 


Senator Eitenver. In addition to the information I have suggested 
will you please let us have the amount allowed for administering the 
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rogram for the last 5 years and what it amounts to percentagewise. 
Admiral Brarpstey. Yes, sir. 

That is all we have. 

Senator Cuavez. Senator Saltonstall ? 

Senator SatronsTati. No questions, thank you, Mr. Chairman. 
Senator Cuavez. If there are no further questions, we thank you. 
Admiral Brarpstey. Thank you, Mr. Chairman. 


DEPARTMENT OF THE AIR Force 


MILITARY PERSONNEL 


STATEMENTS OF BRIG. GEN. ROBERT J. FRIEDMAN, DIRECTOR OF 
BUDGET, HEADQUARTERS, USAF; AND MAJ. GEN. JOSEPH J. 
NAZZARO, DIRECTOR OF PERSONNEL PLANNING, HEADQUAR- 
TERS, USAF 


SUPPLEMENTAL REQUESTS 


Senator Cuavez. Department of the Air Force. 

The next item is for military personnel, Department of the Air 
Force. 

The request was for $27,828,000, occasioned by the Middle East 
and Far East crises, added social security costs, an increase in the 
commuted ration rate, and higher average pay and allowances. 

The House allowed $18,728,000 for this item, a reduction of 
$9,100,000. 

The Department is requesting full restoration. 

At this point in the record I shall insert the program by activities 
and by object classification for Department of the Air Force, Military 
Personnel. 

(The information referred to follows:) 


Program and financing 





















































Presently Revised | Increase 
available estimate 
am by activities: | 
Direct obligations: j 
ee es ee | $3, 522, 121,000 | $3, 549,661,000 | +$27, 540, 000 
Be I I IN oo sit gn oan canoe 133, 250, 000 | SOE ONO ORD ng toe 
3. Movements, permanent change of station - -_- 262, 705, 000 Se OR st 
Be CE III os nnn nha caeweenncenennos- — 4, 997, 000 | 5, 285, 000 +288, 000 
Total direct obligations _ ---_--.....--------- | 3, 923, 073, 000 3, 950, 901, 000 |_ +27, 828, 000 
Reimbursable obligations: Pere ee ee ee ee was 
nO BemOMONE 5 oon enn eee asa 5=--- 4, 400, 000 4,400,000: 1.2.2 ijomie 
2. apesmeenes i KING... ... snes qiesecnes~ nos 23, 000, 000 SR OG ONO 
3. Movements, permanent change of station -- 325, 000 325, 000 ABNOR heb 
iy CURE CODE oe no nye == st nn tose aee~ nae 225, 000 ON a 
Total reimbursable obligations __.__--_....- 27, 950, 000 27,950,000 |.........._..... 
a I ss an enema gree eenns ~ 8,951, 023, 000 —3, 978, 851, 000 “$27, 828, 000 
Financing: fig Higgpocesomy. roe 
Advances and reimbursements from— 
gO RS a ee —11, 930, 000 —11,930,000 |... 
Non-Federal sources (123 Stat. 108) - ------------ —16, 020, 000 —16,020,000|_.........___.. 
New obligational authority - -...-.---.-------- 3, 923, 073,000 | 3, 950, 901, 000 | +27, 828, 000 


——$—$<—_—— 


Fm Me | ta 


«niet *& 






me aewnt AP VRATIARRL ETTAIATIILY 


460 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Object classification 




















Presently Revised Increase 
available estimate 
Ee 
Direct obligations: 
01 Personal services: Military_............-.....-- $3, 425, 422, 000 | $3, 449, 361, 000 +$23, 939, 000 
Be RN irks cineriin cn DC abd seo dcthads «oat 183, 796, 000 MBG: 706, ORO Bowes cccsacbiat 
03 Transportation of things. ......................- 52, 606, 000 Sf et 
05 Rents and utility services...................---.- 33, 625, 000 8 Of EL ern 
07 Other contractual services. --............--.--..- 32, 559, 000 Pt, BOD Bvaccvacesemean 
08 Supplies and materials......................---- 133, 250, 000 ee aes 
ee IEE PIII, «nn nindeecateemwceose 10, 336, 000 oe Cf 
11 Grants, subsidies, and contributions__-__-.__._-- 19, 000 ly 5 I 
12 Pensions, annuities, and insurance claims-_-_--_-_-_- 4, 312, 000 4, 600, 000 | +288, 000 
BE CL bs. ne dactiotdcbainascgceam+ Lede et) 666, 000 ote bce old ee ee OY 
15 Taxes and assessments__.-..-..---- Seduce nace 46, 482, 000 50, 083, 000 +3, 601, 000 
snag eee A Oo ee a eee ad 
Total direct obligations. --.-............----.-- 3, 923, 073,000 | 3, 950, 901, 000 | +27, 828, 000 
Reimbursable obligations: ether — — 

01 Personal services: Military. -................---- 4, 400, 000 4 460 0) 1: .......355. 
a  puiceiebeninuiouunl | 550, 000 4 fae 
08 Supplies and materials.._...........-..-....-..- | 23, 000, 000 Be, GOR, O00 1-2. nccaseneue 
Total reimbursable obligations..............-- 27, 950, 000 27, 950, 000 | tliat 
——————— | ES 

DO Cate be cdncittcsvacece<<8 | 3,951, 023,000 | 3,978, 851, 000 | +27, 828, 000 





PREPARED STATEMENT 


Senator Cuavez. We will now hear from the Department of the 
Air Force. 

General FrrepMan. Thank you, Mr. Chairman. 

If it pleases the committee, I would propose that I give an opening 
statement covering the request for supplementals and reclama of 
House actions for both the military personnel and O. & M. appropri- 
ations, and then to cover military personnel in more detail we have 
with us General Nazzaro, Director of Personnel Planning, Deputy 
Chief of Staff, Personnel, Headquarters, U.S. Air Force, and to cover 
the O. & M. we have Colonel Fletcher, Deputy Director of Budget, 
Headquarters, U.S. Air Force. 

Senator Cuavez. All right. 

(The statement referred to follows :) 


STATEMENT OF Bric. GEN. ROBERT J. FRIEDMAN, DIRECTOR OF BUDGET, 
HEADQUARTERS, U.S. Ark Force 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
introduce for your consideration the Air Force requirements for fiscal year 1959 
supplemental appropriations. In so doing, I request your favorable action in 
this regard as a positive step toward assisting us in maintaining our current 
objectives. 

MILITARY PERSONNEL 


Title I of the pending bill, H.R. 5916, provides $18,728,000 for ‘Military per- 
sonnel, Air Force,” for the current year. This is $9,100,000 less than requested 
by the Air Force and submitted by the President as a supplemental request. We 
have submitted a reclama statement to this committee requesting full restoration, 

As the committee is aware, our estimate for military personnel costs each 
year essentially is a function of an approved strength, a series of factors, based 
upon past experience, which apply to the whole or specific parts of the approved 
strength, as well as to its deployment. As such, the composite estimate only 
approximates actual requirements. It is, however, quite susceptible to consid- 
erable variation dollarwise. Such variations inevitably derive from changes in 
strength or in the composition of the strength, changes in any of the many 
computational factors, or changes in prices. 
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Significant variations have occurred this year. It was necessary, and we were 
authorized to retain higher strengths during the Lebanon and Taiwan crises 
than would otherwise have been the case. The commuted ration rate for en- 
listed personnel went up. Higher dependency and years of service by grade 
factors were experienced than were forecast. Finally, additional costs resulted 
from the Social Security Amendments of 1958. 

The House did not approve the $6 million cost of overstrength during the two 
crises I referred to, nor the $3,100,000 cost of the increase in the commuted 
ration rate. 

We know of no way by which we can absorb the House reductions this late 
in the fiscal year without disruption to the orderly furtherance of approved 
programs. In fact, it is not inconceivable, due to the nature of this appropria- 
tion, that there could still be a deficiency even after appropriation of the full 
amount requested. We have estimated our requirement that closely. 

I urge, therefore, that this committee approve the full $27,828,000 initially 
requested as a military personnel supplemental appropriation. 


INCREASED PAY COSTS 


In title II of the pending bill, provision is made for increased costs resulting 
from civilian pay raise legislation enacted by the last Congress last year. 

After all effort had been made to absorb these increases, as well as many other 
unbudgeted increases in costs, supplemental estimates were submitted for the 
Air Force in the amounts of $69 million for operation and maintenance, $9,810,000 
for research and development, and $2,162,000 for Air National Guard. 

The House reduced each of the amounts by a flat 10 percent in acting on 
H.R. 5916, perhaps because of its concern over the upward trend in Government 
employment generally. As another witness will explain, the Air Force has not 
contributed to that trend. 

The House-2pproved decreases of $981,000 in research and development and 
$216,200 in Air National Guard can be accommodated without critical conse- 
quences. Therefore, we have not appealed those reductions. 

In the case of operation and maintenance, we have planned and pregramed 
up to this point in time on the assumption that costs associated with the increased 
pay costs need not be absorbed, but would be forthcoming in a supplemental 
appropriation. For all practical purposes, we are now past the “point of no 
return” as far as concerns recasting our plans and programs to accommodate 
to decreased funding in this appropriation. 

I believe it significant that your committee note that the Air Force has not 
requested supplemental amounts covering additional costs derived from opera- 
tions in support of the Lebanon and Taiwan emergencies. The net additive 
amounts absorbed for such purpose was approximately $39 million. In addi- 
tion, we have had to accommodate to wage board increases of an almost equal 
amount. These, as well as other items which will be brought out by subsequent 
witnesses, we have accommodated throughout this fiscal year. There are other 
increased costs of a high priority nature which I will, if you deem it necessary, 
discuss off the record. It is for these reasons that we reclama the House re- 
ductions and urge that your committee approve the full $69 million supplemental 
estimate for operation and maintenance. 

General Nazzaro will now discuss the military personnel situation in more 
detail. Mr. Lanman, Department of Defense Assistant General Counsel, will 
discuss the section 615 amendment, after which Colonel Fletcher will present 
operation and maintenance more fully. 


REASON FOR HOUSE REDUCTIONS 


Senator Cnavez. As long as you are doing all that, suppose you tell 
us why the House cut you down $9 million. 

General FrrepMan. Generally the House was, in the instance of the 
military personnel appropriation, silent as to the specific reasons for 
the reduction. The amounts refused by the House were in two parts: 

The first $6 million associated with additional pay costs accruing 
from an additional 2,000 military man-years, due to the Lebanon and 
Taiwan situation, and, secondly, $3.1 million associated with the cost 
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increase, for the commuted ration allowance—an increase approved by- 
the office of Secretary of Defense from $1.10 to $1.15 per day. 

I think, in part, the action by the House, particularly as regards the. 
commuted ration allowance, was the result of failure on our part to. 
clearly delineate to the House committee that we were discussing com- 
siabel rations or subsistence allowances rather than the cost of ra- 
tions served in our dining halls. This type of allowance is authorized 
to airmen who are permitted to mess separately. 


HOUSE COMMENT 


Senator CHavez. They have this to say in the report: 

The original appropriation for military personnel of the Air Force was 
$3,923,073,000. The committee has considered a supplemental estimate of 
$27,828,000. Appropriation of $18,728,000 is recommended which includes 
$15,127,000 to cover an increased cost for higher dependency and years of service 
by grade factors over earlier estimates and $3,601,000 for additional cost gener- 
ated by social security amendments. 

What do you say to that? 

General Nazzaro. Mr. Chairman, our supplemental request would 
have been closer to $41 million. 

We made up approximately $12.8 million by actions we took in order. 
to cut down the cost of the personnel program. We went so far as to 
do the following: 

We reduced our procurement of prior-service personnel from 14,000. 
to 8,700. 

Our procurement of non-prior-service airmen was rephased to a 
later date and reduced to the minimum consistent with meeting 
strength objectives so that it would cost less money. 

Our WAF procurement was reduced. 

Our warrant officer procurement was completely canceled. The re- 
call and direct appointment of commissioned officers was delayed. 

Approximately 34,000 noncareer airmen whose enlistment contracts 
expire in fiscal year 1959 are being released up to 4 months before their 
normal date of separation in order to save money. 

Officers who have indicated that they would separate from the serv- 
ice upon completion of their minimum service contracts in fiscal year 
1959, are now being released as soon as possible prior to their normal 
separation date. 

he voluntary extension of oversea tours of duty have been encour- 
aged for all personnel. We have even authorized tours overseas in ex- 
cess of 4 years. By taking these actions we have saved approximately 
$12.8 million. 

We still are short about $27.8 million to carry out our personnel 
program. 

Senator Extenver. That is out of an appropriation of almost $4 
billion ? 

General Nazzaro. Yes, sir; that is true. 


COST FACTORS 


However, some of the estimates we made as regards cost factors were. 
too low. As time went on we found out that the stability characteris- 


tics of the force were changing just as was brought out by the Army 
and the Navy this morning. ’ 
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As an example, 11.6 percent of the airmen in the grade of first 
class had three or more dependents at the time the initial 1959 mili- 
tary personnel budget was computed. In comparison to this, the 
latest sample survey shows that this percentage has increased to over 
17 percent. 

might add, this dependency factor directly affects the quarters 
allowance entitlement of military personnel. Translated to dollars, 
this allowance for all airmen has increased from an average of $470 

r year as contained in the initial budget estimate, to $562 per year, 

ased on data available at the time this supplemental was computed. 

Another illustration: At the time of the initial fiscal year 1959 
budget estimate, 9.5 percent of the airmen first class had between 6 
and 8 years of total service. At the time of this supplemental esti- 
mate 21 percent of this group had between 6 and 8 years of service. 
This is a direct result of the pay increases. 

Senator ELLENDER. You mean to say that the amount necessary to 
take care of them, increased ? 


INCREASED LONGEVITY 


General Nazzaro. Sir, as a result of this increased longevity, the 
average yearly base pay for all airmen increased over this period 
from $1,984 to $2,061. 

Senator ELLENDER. Could that not have been foreseen ? 

General Nazzaro. No, sir; had we foreseen that we would come in 
with a larger initial request. 


EFFECT OF DISALLOWANCE 


Senator Pastore. General, what happens if you do not get the 
$9,100,000 ? 

General Nazzaro. Sir, I have indicated we have taken action to 
try to reduce our supplemental request. At this point in time, if we 
do not get the full supplemental, I fear that we will be operating on a 
deficiency basis. 

(The statement referred to follows :) 


STATEMENT OF MAJ. GEN. JOSEPH J. NAZZARO, DIRECTOR OF PERSONNEL PLANNING, 
HEADQUARTERS, USAF 


Mr. Chairman and members of the committee, my purpose in appearing before 
you today is to present for your consideration the reason which made it neces- 
sary to request a supplemental appropriation for the fiscal year 1959 military 
personnel program as provided in House Document 58. In this brief review, 
I will summarize the new and unforeseen developments, which had a direct 
impact on the military personnel costs for fiscal year 1959. These developments 
included new legislation enacted subsequent to the passage of the Appropriation 
Act of fiseal year 1959 (Public Law 85-724). As indicated in the green sheets 
before you, the funds initially made available in the fiscal year 1959 “Military 
personnel” appropriation totaled $3,923,073,000. The revised fund requirements 
are now estimated at $3,950,901,000, or an increase of $27,828,000, which is the 
amount included in this supplemental request. 


NEW DEVELOPMENTS INCREASING FISCAL YEAR 1959 MILITARY PERSONNEL COSTS 


The following developments increased costs to the ‘Military personnel” appro- 
priation necessitating this request for supplemental funds: First, the Air Force 
was authorized to maintain manpower strength to assure mission capability 
during the international crises in the Middle East and the Far East. Conse 
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quently, early release of military personnel as initially planned in the fisca] 
year 1959 program was suspended. The resulting overstrength amounted to an 
unprograned 2,000 man-years at a cost of $6 million. 

he second development was the Social Security Amendment of 1958 (Public 
Law 85-840) enacted subsequent to the Appropriation Act for fiscal year 1959 
(Public Law 85-724). This amendment increased the contributions for socia} 
security of Air Force military personnel effective January 1, 1959. This greater 
social security contribution increased military personnel costs in fiscal year 1959 
by $3,601,000. 

Thirdly, in accordance with section 617 of Public Law 179, 83d Congress, the 
Secretary of Defense authorized an increase in the commuted rations rate for 
airmen from $1.10 to $1.15 per day, eliective January 1, 1959. This 5-cent-per. 
day increase is estimated to raise fiscal year 1959 military personnel costs by 
$3,100,000. 

Finally, there have been significant increases in the dependency and longevity 
factors directly affecting the pay and allowances of military personnel. For 
example, the number of military personnel who are married and the average 
size of their families has risen sharply in the last 18 months. To illustrate, 
11.6 percent of the airmen in the grade of first class had three or more depend- 
ents at the time the initial fiscal year 1959 military personnel budget was com- 
puted. In comparison to this, the latest sample survey shows this group has 
increased to 17.1 percent. This dependency factor directly affects the quarters 
allowance entitlement of military personnel. Translated to dollar terms, this 
allowance for all airmen has increased from an average of $474 per year, as 
contained in the initial budget estimate, to $562 per year based on data ayail- 
abie at the time this supplelmeutal request Was computed. 

Another example illustrates the cost impact of the increase in average 
longevity. Again, I refer to airmen in the grade of first class. At the time 
of the initial fiscal year 1959 budget estimate, 9.5 percent of this group had 
between 6 and 8 years of total service. At the time of this supplemental esti- 
mate, 21 percent of this group have between 6 and 8 years of service. Asa 
result of this increased longevity factor, the average yearly base pay for all 
2irmen increased over this period from $1,984 to $2,061. 

‘The combined effect of these higher dependency and longevity factors for 
airmen and officers results in an increased cost of $15,127,000 for the pay and 
allowances of military personnel in fiscal year 1959. 


REPROGRAMING ACTIONS FOR THE FISCAL YEAR 1959 MILITARY PERSONNEL PROGRAM 


Because of the increased fund requirements, resulting from the new and 
unforeseen developments just discussed, the Air Force hus carefully evaluated 
and implemented all feasible economy actions it can take to decrease personnel 
costs. 

After making these adjustments, there is a net requirement for supplemental 
funds of $27,828,000 to finance the fiscal year 1959 military personnel program 
nuw estimated at $3,950,901,000. 

This $27,828,000 represents the net deficiency remaining, notwithstanding 
all of the economy actions which the Air Force can tuke to reduce military 
personnel costs in fiscal year 1959. 

The House has approved only $18,728,000 for this supplemental request, a 
reduction of $9,100,000. A reclama for the restoration of the full amount in 
tlis supplemental request has been forwarded to your committee for considera- 
tion. There were two items deleted by the House action. The first was for 
the increased man-year cost resulting from the international crises in the Middle 
East and the Far East. As mentioned earlier in this statement, in order to 
maintain mission capability during these crises, the Air Force was authorized 
tu retain maximum strength. This resulted in the suspension of our program 
to early release airmen, an action which was necessary to remain within fund 
availability in the normal program for fiscal year 1959. Consequently, an over- 
strength of about 2,000 man-years, costing an additional $6 million had to be 
provided in the fiscal year 1959 funding. The second item deleted by the House 
was the increased cost of the commuted ration allowance for airmen amounting 
to $3,100,000. This increase from $1.10 to $1.15 was authorized based on the 
increased subsistence cost experienced in calendar year 1958. Since budgeting 
procedure restricts the basis for requesting funds to existing price levels, this 
additional sum for airmen commuted ration allowance was not included in the 
original military personnel budget estimate. 
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The high expenditure rates now reported for military personnel costs confirm 
the critical need for additional funds. In order to finance the mandatory en- 
titlements of the reduced military personnel program for fiscal year 1959, as 
adjusted by all feasible economy actions, it is essential, as indicated in our 
reclama statement, that the Air Force obtain the full amount of $27,828,000 in 
this supplemental request. 


INCREASE IN PERSONNEL COST 


Senator SarronstTaLu. General Friedman, take page 3 of your state- 
ment. I donot understand the third paragraph on that page. 

You are not asking for any of that money, are you? All you are 
asking for is $9,100,000. 

General Frrepman. In the military personnel appropriation, that is 
correct, sir. 

Did you say the third paragraph, sir ? 

Senator Satronstautu. The third paragraph on page 3. 

Now, I am looking over the House report which I have been trying 
to follow. I do not see any request or anything concerning that. I 
see, it is under title IT. 

General Frrepman. That is correct. 

Senator SavronstTatu. That is further increase in personnel cost ? 

General Frrepman. That is right under title II. General Nazzaro 
is speaking of title I, which has to do with the request of some $28 
million for the military personnel appropriation, sir. 

Senator SALTONSTALL. So in substance you are asking for some $16 
million more, all told, $9 million under title I and $6.9 million under 
title II. 

General Frrepman. That is correct, sir. 

Senator SatronsTaLy. You are not asking for any research and 
development money or Air National Guard money ? 

General FrrepMan. That is correct. We are not making reclama 
on those amounts. 


POSSIBILITY OF LAYOFF OF EMPLOYEES 


Senator Sattonstaui. May I ask one more question: 

If you do not get this money, how many people will you have to let 
go on the payrolls between now and June 

General FrrepmaN. As I recall in the operation and maintenance 
area this would mean approximately 11,000 civilian personnel would 
have to be taken off the payroll immediately if the House reduction 
were to be accommodated in this manner. 

Senator SautonsTALL. So you would have the problem of separation 
pay. 

xeneral Frrepman. That is correct, sir. 

However, the Air Force does not propose to make up the deficiency 
in the “Operation and maintenance” appropriation in that manner. 
This example serves to illustrate the magnitude of the reduction in 
personnel if we were to absorb the cut in this way. Such a mass re- 
arrangement of our civilian personnel would cause extensive dis- 
ruption of our programs. 

What we would do is defer our day-to-day maintenance and per- 
haps go slower on the purchase of supplies and slow other program 
elements in general. These actions would generate added costs in 
the long run, however. 
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The Air Force operated the “Operation and maintenance” appro- 
priation this year under the assumption that the Congress would ap- 
propriate a supplemental amount to cover the classified pay increase 
to the extent approved by the Office of the Secretary of Defense 
and the Bureau of the Budget. 

_A cut of $6.9 million this late in the year can only cause a genera] 
disruption to our program. 

Admittedly, we are talking about a very large appropriation. We 
would attempt to absorb this reduction in the lowest priority areas 
naturally. 

SEPARATION PAY 


Senator Cuavez. But if you were to separate 11,000 persons from 
the Air Force, you would not have to give them their separation pay, 
would you? What would be the estimate in general of the cost of 
separation in comparison to allowing the supplemental request ? 

General Frrepman. The layoff of 11,000 civilian personnel would 
be necessary to compensate for the $6.9 million because of all elements 
of pay including terminal leave. 

We would not have to go that deep if we were not concerned with 
the terminal leave cost accrued to the civilian personnel. 

Senator CHavez. What would that be? 

General Frrepman. I can give you an estimate on that. We can’t 
tell exactly what people would get laid off, but presumably before 
the bumping action is over we would get to the people with the least 
service who would actually be laid off. We could say that we are 
talking about a $4,000 average annual salary as a guesstimate. 

The terminal leave cost would be approximately $2,640,000. 

Senator ELtenper. General, with respect to the restoration of the 
item that we have been talking about, the total appropriation for 1959 
was $4,053 million. 

General FrrepMan. That is correct, sir for the “Operation and 
maintenance” appropriation. 

Senator ELLenpeEr. I notice that as to three or four categories, you 
have agreed to take the 10 percent cut made by the House. 

General Frrepman. That is correct. 


REDUCTION IN RESEARCH 


Senator ELLeNnpER. For instance, in research you took a cut amount- 
ing to $981,000. Why were you able to do that in such an important 
part of the program ? 

General FrrepMan. Sir, one of the reasons we can do this in the 
“Research and development” appropriation is because we are talking 
about a no-year appropriation, whereas our “Operation and mainte- 
nance” is an annual account. In research and development we have a 
great deal more of contracting—long-term contracts where we can 
either adjust our contracts or take other actions to roll with a cut 
of $981,000 out of an appropriation of some $743 million. 

Conversely, in the “Operation and maintenance” appropriation we 
are talking about a 1-year appropriation; we are talking ete an ap- 
propriation with large elements of fixed costs such as the operation 
of our aircraft, the actual day-to-day operation of our bases, and this 
type of thing. 
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The lack of flexibility this late in the year makes it rather difficult to 
take the cut in an annual appropriation, particularly when it is mar- 
ginal at the outset. 

What the Air Force has done here is review the action taken by the 
House and in those areas where we felt we could reasonably absorb 
the reductions, we have done so. 


RESEARCH AND DEVELOPMENT FUNDS 


Senator ELLEnpER. What was the amount appropriated for the 
current fiscal year for research and development ? 

General FrrepMANn. $743 million, sir. 

Senator ELLeNDER. And you required $9,800,000 more? 

General FrrepMan. That is correct, sir. 

Senator ELLENDER. What caused that? 

General Frrepman. The $9.8 million was associated with the civil- 
ian pay increase entirely. 


CRISES IN LEBANON AND TAIWAN 


Senator ELLenprerR. General, the main reason advanced for most 
of these restoration has been the crises in Lebanon and Taiwan; is 
that correct ? 

General Frrepman. That has been true for the other services, sir. 

I should like to speak to that however, for the Air Force, if I may, 
because that is not the situation in our case, except for military pay— 
$6 million. 

Senator ELLENpER. Now, to what extent did Taiwan and Lebanon 
increase your burden ? 

General FrrepMan. Sir, I would like to talk to that in two parts. 
First, to the O. & M. appropriation. 

The net increased cost to the Air Force related to Taiwan and Leba- 
non was $39 million. We are not requesting supplemental appropria- 
tions to cover this cost. 

The Air Force has taken the position that our primary job is to meet 
these emergencies; that this is a first priority mission and it will be 
funded before anything else is funded. 


INCREASED CIVILIAN PAY 


We have operated this year—as always—on the basis that we would 
absorb additional items which have arisen, under a basic assumption 
that we would get supplemental appropriations covering the increased 
civilian pay, as passed and authorized by the Congress. 

Senator ELLenper. What did that figure amount to? 

General Frrmepman. Taiwan and Lebanon came to $39 million in 
the O. and M. appropriations. 

Senator ELLenpEr. $39 million ? 

General FrrepMan. That is correct. 

Senator ELLenper. How were you able to absorb the $39 million ad- 
ditional that you spent because of the Taiwan and Mideast crises? 
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DEFERMENT OF LOW PRIORITY WORK 


General Frrepman. Sir, we deferred the lowest priority work that 
we could find and scrubbed it out. In other words, if a building was 
intended to be painted—and I can only give you this in terms of ex- 
amples because we are talking about some 255 bases and many, many 
activities in the O. and M. appropriation—these types of items were de- 
ferred in order to support the increased cost accruing from the emer- 
gency operations. 

Senator Ettenver. How were you involved in this? 

General Frrepman. Well, sir, we had some rather significant in- 
creases in costs in getting the Strategic Air Command ready in this 
country as a backup to the local forces overseas. 

The Air Force also sent Tactical Air Force units and Military Air 
Transport aircraft to Europe and Turkey as a backup in that area. 
Similarly, we sent Tactical Air Force units to Formosa. In addition, 
we sent an Air Defense unit to Formosa and redeployed units from the 
Far East Air Forces as backup in that particluar area. 


QUEMOY SITUATION 


Senator ELtenpeR. You mean because of the Quemoy situation? 

General Frrepman. That is correct, sir. 

Now, other additional costs accruing to the Air Force in this regard 
were increased transportation costs—movement of materials to those 
areas to insure proper backup in the event the emergency spread. 

Senator ELuenper. Are those items included in the $39 million? 

General FrrepmMan. All those items are included in the $39 million. 

Senator Ertenper. So that the entire amount of increase due to 
Taiwan and Lebanon crises was $39 million ? 

General Frrepman. I should correct that statement, Senator EI- 
lender. 

The total cost to the Air Force for the two situations was $56 mil- 
lion in the O. and M. appropriation. However, as I stated previously, 
the net increase to us was $39 million. I might explain the difference. 

Senator Etienper. Will you explain that? 

General Frrepman. Yes, sir. 

Senator E.tenper. If it cost you $56 million I imagine you paid 
that much. 

General Frrepman. That is correct, sir. However, there were sav- 
ings accruing by an offset in the flying operations of the Strategic Air 
Command. Normally in a situation like this we stop our day-to-day 
flying and we set our forces down to make sure that they are peaked 
to maximum readiness. 

Senator Eittenper. What you are saying is that your airmen must 
fly so many hours per week and you merely utilized the money you 
would pay for that purpose to carry on in Taiwan and Lebanon. 


General Frrepman. That is correct, sir; to help peak the forces to 
instant combat readiness. 


ASSISTANCE FROM ALLIES 


Senator Ettenper. General, to your knowledge, to what extent did 
our so-called allies help us in Taiwan ? 
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General Frrepman. Sir, I think the Chinese Nationalist Air Force 
made a very good account of themselves. 

Senator ELLenper. Yes, but we maintain those forces. I am talk- 
ing about others. Do you know? 

General Frrepman. I don’t know the amount of their expenses, 
Senator Ellender, but I do know that the British were involved in 
Jordan. 

Senator ELLENper. There was a good reason for that. 

General Frrepman. And I know they did provide for airlift of fuel 
and oil in those areas. 

Senator ELienper. For their own forces? 

General FrrepMAn. For the NATO forces, sir. 

Senator Cuavez. Did they provide anything for Lebanon? 

General Frrepman. To my knowledge, not directly, sir. 

Senator Cnavez. Did they provide anything for Taiwan? 

General FrrepMan. No, sir; not direct financing of any costs accru- 
ing to us. 

Senator Cuavez. Well, as a matter of fact, our Air Force did all of 
the work at Taiwan, and did all of the work at Lebanon; is that not 
correct ? 

General Frrepman. Sir, I would say the air-to-air combat in the 
Far East was conducted by the Chinese nationalists—not by ourselves. 

Senator Cuavez. Yes, but we were the ones who supplied them with 
the planes and the gasoline. 

General FrrepmMan. You are correct, sir, through the military assist- 
ance program. 

Senator ELtenper. So when you say the nationalists you are talk- 
ing about forces that we ourselves provide ? 

General FrrepMAn. Materiel, sir. 

Senator ELienver. Is it a mere chance happening that the $39 mil- 
lion you say you were able to absorb, happens to be the same as the 
$39 million of increased pay. 

General FrrepMaN. Sir, if I may clarify that, by reprograming we 
absorbed the $39 million associated with the emergencies. 

Again I want to make it clear I am only talking in the O. & M. 
appropriation. 

ior Evienver. I understand. 

General Frrepman. What the Air Force is requesting here and re- 

uested of the House, is $69 million to cover the costs associated with 
the civilian pay increase. 


HOUSE REDUCTION 


The House has taken a 10 percent reduction against that. We are 
requesting this committee for restoration of $6.9 million reduced by 
the House. 

Now if I may, sir, in rounding out the cost of the Middle East, Far 
East, go back to title I. In the military personnel appropriation we 
did sustain additional costs in the amount of $6 million tied directly 
to the retention of military personnel connection with those opera- 
tions. These operations gave us an additional 2,000 military man- 
years which we had not programed and which will cost the Air Force 
$6 million. I would suggest if we want more detail on that General 
Nazzaro might pick up from here. 
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Senator ELLenper. I was interested in finding out how it happened 
that the cost of the Taiwan and Lebanon crises amounted to $39 mil- 
lion, and the amount for increased pay was the same amount. 

General FrrepmMan. No, sir. 

Senator EtLtenver. You did not say that awhile ago? 

General Frrepman. No, sir. 

Senator ELtenper. I must have misunderstood you. 

General Frrepman. If I did say that, I did not mean to say that. 

Senator E.tenper. I was curious to find out how those two amounts 
happened to be the same, but you say the amount was $69 million in- 
stead of $39 million. 

General Frrepman. That is correct, sir; $69 million. 

Senator Cuavez. Senator Saltonstall. 


EFFECT OF DISALLOWANCE OF FUNDS 


Senator Satronstauu. General, if we do not grant you this $6.9 mil- 
lion and this $9.1 million, what it means is that you will have to take 
it out of the O. & M.? 

General Frrepman. The $6.9 million we would. The $9.1 million 
would have to come out of the military personnel account. 

Senator Sattonstatt. If it came out of the military personnel ac- 
count it would mean a layoff of people, would it not ? 

General Nazzaro. In the military personnel area, Senator, our pro- 
gram was to go from 871,000 military personnel at the beginning of 
the fiscal year to 850,000 by the end of June. We have already reduced 
to 850,000. 

In order to economize as much as we can—to save any money—we 
would have to release personnel. Such release would cost additional 
money because of increased separation costs, including travel to their 

omes. 

In the personnel area, sir, if that is not restored, I think we will be 
operating on a deficiency basis. 

Senator SatronsTauu. Let people go? 

General Nazzaro. No, sir. It would cost more money to let people 
go. There is no way we can save money now. 

Senator SattoNnstTau. So what would you have to do? 

General FrrepmMan. We would end up deficient. 

Senator Sarronstauu. If we do not grant you this? 

General Nazzaro. Yes, sir; we just don’t have enough money left 
to meet the obligations. We have been operating under the assump- 
tion that Congress would approve a supplemental amount to the ex- 
tent approved by the office, Secretary of Defense, and the Bureau of 
the Budget. 

Eanenor Cnavez. In the first place, would you have to let the 11,000 
go? 

General FrrepMan. That was in the civilian personnel area which is 
funded from the O. & M. appropriation. 

Senator Cuavez. How about the other area? 

General Nazzaro. There is no way of saving more money at this 
late point by letting military people separate. 


Senator Cuavez. Even if you did separate them it would cost you 
money ? 
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General Nazzaro. Yes, sir. 

Senator SALTONSTALL. So the $6.9 million would come out of O. & M. 
which would mean that it would cut down your airplane flights, prac- 
tice flights. 

General Frrepman. Sir, we would apply it to our lower priority 
areas. We would maintain the. best readiness we could. We would 
defer things that should be done now and which, in the long run, 
will cost additional money in our opinion. 

Senator SatronsraLu. Thank you, Mr. Chairman. 

Senator Cuavez. Are there any further questions? 

Do you have a further statement, General. 

General Nazzaro. No, sir. 


OPERATION AND MAINTENANCE 


STATEMENT OF COL. ROBERT I. FLETCHER, DEPUTY DIRECTOR OF 
BUDGET, HEADQUARTERS, U.S. AIR FORCE 


PREPARED STATEMENT 


Senator Cuavez. Operation and maintenance, Department of the 
Air Force. 

Colonel FiercHer. Sir, General Friedman has covered the two ap- 
priations that we are asking funds for today. 

Senator Cuavez. According to the figures we have here, you request- 
ed $69 million, the House allowed you $62.1 million. So you are ask- 
ing the difference, or $6.9 million. 

Bolonel Fiercuer. That is correct, sir. 

Senator CHavez. And General Friedman talked to that point. 

Colonel FiercHer. General Friedman talked to that point a few 
minutes ago. 

(The statement referred to follows :) 


STATEMENT OF Cot. Rosert I. FLETCHER, Deputy DIRECTOR OF BUDGET, 
HEADQUARTERS, USAF 


CLASSIFIED CIVILIAN PAY INCREASE 


Mr. Chairman and members of the committee: My purpose here today is to 
explain the Air Force request for a supplemental appropriation to cover the 
increased costs of its classified civilian personnel resulting from the Federal 
Employees Salary Increase Act of 1958. 

The bill before you (H.R. 5916) will provide $72,874,800 in three appropriation 
areas for the Air Force: “Research and development,” $8,829,000: “Operation 
and maintenance,” $62,100,000; and, “Air National Guard,” $1,945,800. The 
amounts proposed for Research and Development and Air National Guard are 
acceptable to the Air Force. 


OPERATION AND MAINTENANCE 


The House bill would provide $62,100,000, for “Operation and maintenance,” 
a reduction of $6,900,000, or 10 percent below the Air Force request of $69 
nillion. The Air Force requests restoration of the House reduction. 

While the House committee report did not give the basis for the reduction 
in the Air Force request, it did express the committee’s concern over the wide- 
spread upward trend in Government employment. I would like to point out 
to this committee that the total permanent direct hire employees paid from 
this appropriation was reduced from approximately 313,000 in fiscal year 1958 
to about 293,800 in fiscal year 1959. If the House reduction were to be applied 
against the civilian personnel force this late in the fiscal year, it would be 
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necessary to lay off approximately 11,000 additional employees with the attendant 
dislocation, relocation and retraining of a far greater number of personnel, 
This action would seriously disrupt Air Force operations worldwide. Other 
methods of applying this reduction would be equally serious. 

One of the basic assumptions in Air Force programing for fiscal year 1959 
has been that additive requirements for the classified civilian employee pay 
raise would be honored. 

While the President's budget for fiscal year 1959 could not and did not include 
provision in the appropriation accounts for the pay raise, in precise, individual] 
eppropriation amounts the budget did include a lump sum for this purpose and 
did propose that actual pay raise requirements would be covered in a later 
transmission. 

A second assumption in the Air Force programing has been that it would be 
necessary for the Air Force to accommodate, by management actions, all other 
net additive costs arising from price changes, program changes, or changes in 
activity levels which were unforeseen and therefore not provided for in the fisca] 
year 1959 budget estimates. The Air Force has had to accommodate a number 
of very substantial unprogramed and unbudgeted costs. Among these are the 
costs of the Lebanon and Taiwan crises; pay increases for wage board em- 
ployees; increased postal costs due to the Postal Pay Act; payments in lieu of 
taxes pursuant to Public Law 85-579; and increased requirements for medica] 
care of dependents. In addition, during the last several months actions neces- 
sary to improve the combat readiness of the Air Force had to be accommodated 
within available resources. These actions are classified and I will be glad to dis. 
cuss them in a closed session. In the aggregate, these additive requirements for 
which supplemental appropriations have not been sought, far exceed the amount 
required to meet classified pay increase costs. 

As a result of the actions already taken and because so much of the fiscal year 
has already elapsed, the programing and management flexibility of the Air Force 
has been taxed to the utmost. In the event the amount of the House reduction 
were not restored, the Air Force could not now make program adjustments or 
take other management actions to reduce operating requirements to this extent 
without seriously disrupting Air Force programs. 

Accordingly, we are requesting that the amount of the House reduction, 
$6,900,000, be restored. 


SUMMARY 


In conclusion, the total request of the Air Force was $80,972,000 of which the 
House approved $72,874,800. The Air Force accepts the reduction of $1,197,200 
in the research and development and Air National Guard estimates, but urgently 


requests restoration of the House reduction of $6,900,000 in the operation and 
maintenance estimate. 


LETTER FROM NAT{ONAL GUARD ASSOCIATION 


Senator Cuavez. Senator Ellender, do you have any questions? 

Senator Ex.enper. I thought we covered both appropriations, 

Senator Cuavez. Thank you. 

Chairman Haypen. Is the Air National Guard under your diree- 
tion ? 

General Frrepman. Not under my immediate direction, but I have 
responsibilities concerning its funding. 

Chairman Haynen. I have a letter from the National Guard Asso- 
ciation of the United States in which they make reference to the Air 
National Guard as follows: 


The enactment of Public Law 85-462 generated a requirement for additional 
funds for Air National Guard. This legislation qualified 5,440 civilian em- 
ployees of the Air Guard for pay raises totaling about $2 million. $803,000 
was the amount absorbed, leaving a net additional requirement of $2,162,000. 
The House Appropriations Committee reduced it by $216,000 which would re 
quire the program adjustments and deferment. 


Have you asked for restoration of the $216,000? 
General FrrepMan. No, sir; we have not. 
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As I indicated previously, prior to coming to you and asking for 
restoration of the House reductions, we reviewed our programs and 
it was our opinion, not that we particularly liked to absorb the re- 
duction, but that we could not make a statement to this committee 
that this part of the House reduction was of such a critica] nature 
as to require restoration. 

This was discussed with the Air National Guard people in the 
National Guard Bureau and no exception was taken to our assess- 
ment of that account. 

Chairman Haypen. This matter was brought to my attention and 
I wanted to find out about it. 

General FrrepMan. Yes, sir. 

Senator Citavez. I would like to know more about that on the Air 
National Guard. They are doing the work, are they not ? 

General Friepman. They are, sir. 


PLANES USED BY AIR NATIONAL GUARD 


Senator Cuavez. The Air Force has supplied planes to every Air 
National Guard unit in every State of the union that has the Air 
National Guard; is that correct ? 

General FrrepMan. We have, sir. 

Senator Cuavez. In order to keep them going you do have to have 
civilian personnel ¢ 

General FrrepMan. That is correct, sir. 

Senator Cuavez. What is going to happen to those boys? 

General Frrepman. There will be no personnel layoff in the Air Na- 
tional Guard as a result of our not making a reclama on the $216,000. 

The action which will be taken to adjust this, if it appears necessary 
as we go down the road, would be to not buy up to full quantity on 
certain procurements as in the case of the Regular Air Force in our 
research and development appropriation. 

We are talking about $216,000 out of an appropriation of $268 to 
$270 million. 

Senator Cravez. We understand that, but the personnel is very im- 
portant and that is what I am interested in because you get good boys 
over there in civilian capacities and all of a sudden you let go of them 
and you lose them. They get away from the particular State where 
they are located and go elsewhere. 

Benaral FrirepMan. I give the chairman my personal assurance that 
the $216,000 we are discussing here will have no impact on either the 
pilitery personnel or the air technician program of the Air National 

uard. 

Senator Cuavez. That is fine. Thank you. 

I believe that Mr. Lanman wishes to make a statement. 
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DEPARTMENT OF DEFENSE 


STATEMENT OF MAURICE H. LANMAN, JR., ASSISTANT GENERAL 
COUNSEL 


FLIGHT PAY FOR SERVICE IN ALASKA 


Mr. Lanman. You may proceed, Mr. Lanman. 

Mr. Lanman. I am Maurice H. Lanman. 

Mr. Chairman, the House included another language provision in 
the bill which we requested and which we, of course, are not appealing. 
It is an amendment to section 615 of the Department of Defense ap- 
propriation Act of 1959. 

It is necessary to permit a small number of military personnel sta- 
tioned in certain parts of Alaska to continue to receive flying pay after 
January 3, 1959, which is the date of the admission of Alaska to the 
Union. 

Senator Cuavez. What section is this? 

Mr. Lanman. Section 615 of the Department of Defense Appropri- 
ation Act, 1959. 

Senator Cuavez. That is right; amended effective January 3, 1959, 
by adding the words “Or in Alaska.” That is the amendment? 

Mr. Lanman. That is correct, sir. 

Senator Cuavez. Proceed. 

Mr. Lanman. Under this provision, which has appeared in the De- 
partment of Defense Appropriation Act since 1954, military personnel 
whose particular assignment outside of the continental United States 
makes it impractical to participate in regular and frequent aerial 
flights have continued to receive flying pay even though they are un- 
able to fly the hours required by current regulations. 

Conditions in certain parts of Alaska are such that a few qualified 
members are unable to get in the flying time necessary to qualify for 
flying pay. 

Since Alaska is no longer outside the United States this amendment 
would be necessary if these members are not to lose their flying pay 
after January 3, 1959. This conclusion is based on a decision by the 
Comptroller General in construing a statute containing similar lan- 
guage to this provision. 

Senator Cuavez. In other words, the House agreed to the amend- 
ment? 

Mr. Lanman. That is correct. 

Senator Cuavez. You are telling us now that you do not have any 
objection if we agree to it ? 

Mr. Lanman. That is correct, Mr. Chairman. 

Senator Cuavez. Now, there is one more thing, General Friedman, 
that I would like to call your attention to. 


BORDEAUX HOUSING 


You will recall earlier in the year we had a reprograming session 
regarding the houses that were constructed for the Air Force at 
Bordeaux, France. I know that Senator Ellender and I were deeply 
interested in that matter. 

Since Senator Ellender is here, I would like to have you tell us 
what the situation is at this moment. 
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General FrrepMan. Sir, I believe the Bordeaux matter has been 
brought under consideration with the view on the part of certain in- 
dividuals that perhaps there should be some withdrawal. This cur- 
rently is being assessed. The position, as I understand it, is not a 
command position, a command in Europe, and it would appear that 
upon completion of this we will be back and rerequest your considera- 
tion of the reprograming as previously submitted. 

I did not have an opportunity before I came over to look into it 
specifically. 

Senator Cuavez. I thought we would try to clear it up this after- 
noon. I do not know when we will get together again. 

I understand you have some views, Senator Ellender, about the 
Bordeau housing matter. 

Senator ELLenper. Yes. 

Senator Cnavez. Are you still of that opinion ? 

Senator ELtenper. I would like to look into it. 

Senator Cuavez. All right, thank you. 

General Frrepman. Thank you, sir. 

Chairman Haypen. Thank you, General, for your appearance. 


OFFICE OF THE SECRETARY OF DEFENSE 
RETIRED PAY 


Senator Cuavez. At this point I would like to insert in the record 
the program financing and a statement on retired pay, Office of the 
Secretary of Defense. The House did not allow the budget estimate 
of $5 million on the grounds that the number of annuitants on the 
rolls will probably not reach the number contemplated when the estim- 


ates were prepared. No restoration has been requested. 
(The information referred to follows :) 


Department of Defense, military functions—lInterservice activities, retired pay 




















PROGRAM AND FINANCING 
1959, pres- 1959 revised 
ently avail- estimate 1959 increase 
able 
Program by activities: 
1. Nondisability---....-..---------.----------------------| $363, 535, 000 | $366, 960, 000 $3, 425, 000 
REID CURRIN oo... cst cagqunneSauntlancuccsesbat | 25,340, 000 25, 415, 000 75. 000 
NIN SR ania cen cmnenanestnnnmnebestina 196, 500,000 | 197, 225, 000 725, 000 
OS oe oO ob nenadnandernanasenn 52, 725, 000 53, 500, 000 775, 000 
Inn “HONIIINIIOI 0 Sh de hoa. cueibnakenemenwen 1, 900, 000 OY | eee cree 
Fa a ae eet 640, 000,000 | 645, 000, 000 5, 000, 000 
Financing: Appropriation (new obligational authority) --.._-- | 640,000,000 | 645, 000, 000 5, 000, 000 
| A 
OBJECT CLASSIFICATION * 


12 Pensions, annuities, and insurance claims-..............--.- | $640, 000, 000 | $645, 000, 000 
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PREPARED STATEMENT 


(Mr. Wylie’s prepared statement follows :) 


STATEMENT OF J. A. WYLIE, Director, BUDGET AND FINANCE, OFFICE OF THE 
SECRETARY OF DEFENSE 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you today to present this brief statement regarding the addi- 
tional funds which was estimated for fiscal year 1959 for the appropriation 
“Retired pay, Department of Defense.” This appropriation provides for (1) the 
pay of retired military personnel on the retired lists of the Army, Navy, Marine 
Corps, and Air Force, (2) the retainer pay of members of the Navy and Marine 
Corps Fleet Reserves, and (3) payments to eligible survivors pursuant to the Uni- 
formed Services Contingency Option Act of 1953. These payments are manda- 
tory under the law, and any funds not required for such purposes revert to the 
Treasury. No provision is made in the estimates for this appropriation for any 
of the expenses in connection with the administration of the program. 

For the fiscal year 1959, the Department of Defense initially requested $600 
million for retired pay. That estimate provided for an anticipated year end 
strength of 231,035 annuitants with an average strength of approximately 223,680 
for the year. This original estimate was approved by Congress after an amend- 
ment to add $40 million to cover the increased pay authorized by Public Law 
85-422, approved May 20, 1958. 

Last June, based on recent experience of accessions to the retired rolls and 
a further anticipated reduction of the active forces which would affect the 
retired rolls, a supplemental request of $18 million was submitted for fiscal year 
1959. At that time it was estimated that there would be approximately 236,790 
annuitants on the retired rolls by June 30, 1959, or 5,755 accessions over the 
number that had been anticipated in the President’s budget for fiscal year 1959. 
The House Committee on Appropriations deleted the $18 million supplemental 
and based its action on the fact that if the House action in maintaining mili- 
tary strengths at higher levels than those in the President’s budget request for 
fiscal year 1959 prevailed the amount of $18 million may not be required for 
retired pay. 

The higher force levels maintained during fiscal year 1959 has resulted in fewer 
retirements than was expected last June when the request for $18 million was 
submitted. When the retired pay estimate for fiscal vear 1960 was prepared in 
September 1958, it was estimated that there would be approximately 233,191 
annuitants on the retired rolls by June 30, 1959, or 2,156 more annuitants than 
were provided for in the appropriation for fiscal year 1959. This arditional 
2,156 annuitants, together with a continued upward trend in rates, was esti- 
mated to require an additional $5 million this year. This revised estimate was 
again reviewed by the Bureau of the Budget in December with no change. 

Based on actual accessions through December 31 and the projected accessions 
to the retired rolls as currently estimated by the military departments for the 
balance of fiscal year 1959, there is a possibility that the numbers estimated 
will be on the rolls by June 30. However, of the total 13,895 additional non- 
disability retirements estimated to reach the retired rolls this year, 5.240 were 
on the rolls December 31 leaving a balance of 8,655 to be placed on the rolls by 
June 30. This delay is attributable in most part to the Lebanon and Quemoy 
actions in the early part of this fiscal year. 

The House disallowed the $5 million supplemental request on the premise 
that the number of annuitants on the rolls would probably not reach the number 
contemplated when the estimates were prepared. The House further reported 
that if it becomes apparegt at a later date that funds are required they can 
be reestimated and provided at that time. 


Accordingly restoration of this amount or any part thereof is not requested 
at this time. 
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DEPARTMENT OF DEFENSE—CIVIL FUNCTIONS 


DEPARTMENT OF THE ARMY 


CEMETERIAL EXPENSES 


STATEMENTS OF HON. GEORGE H. RODERICK, ASSISTANT SECRE- 
TARY OF THE ARMY, FINANCIAL MANAGEMENT; AND COL. 
JAMES L. FERGUSON, COMPTROLLER, OFFICE OF THE QUARTER- 
MASTER GENERAL 


SALARIES AND EXPENSES 


Senator ELtenper. The supplemental estimate in House Document 
No. 58 is “For an additional amount for Salaries and expenses, 
$535,000.” 

The estimate includes $135,000 for the cost of pay increases of mili- 
tary and classified personnel authorized in Public Laws 85-422 and 
85-462, $300,000 for wage-board pay increases granted ungraded per- 
sonnel, and $100,000 to cover the additional headstone procurement 
occasioned by Public Law 85-644 and by higher than anticipated head- 
stone applications carried over from 1958. 

The House approved $521,500 for cemeterial expenses, Department 
of the Army. This includes $100,000 for the procurement of addi- 
tional headstones, $300,000 for wage board pay increases and $121,500 
for other pay act costs. 

The Department of the Army is requesting restoration of the House 
cut of $13,500 for pay act increases for military and classified person- 
nel authorized after Congress acted on the Public Works A ppropria- 
tion Act for 1959. 

We have with us this afternoon the Honorable George H. Roderick, 
Assistant Secretary of the Army for Financial Management. The 
committee will be glad to hear from you at this time Mr. Roderick. 

Mr. Ropertck. I understand there are two items left in the civil 
functions area of the Army. One of them is the cemeterial expenses 
and the other is the civil functions of the Corps of Engineers. 

Unless you want me to read my prepared statement, I will file it 
for the record and Colonel Ferguson here can answer any of the de- 
tails on the cemeterial program. 


PREPARED STATEMENT 


Without objection your statement will be inserted at this point in 
the record. 
(The statement referred to follows:) 


STATEMENT By HON. GEORGE H. RODERICK, ASSISTANT SECRETARY OF THE ARMY 
FOR FINANCIAL MANAGEMENT 


Mr. Chairman and gentlemen of the committee, the cemeterial expenses ap- 
propriation is deficient in the amount of $535,000. Of this amount, $100,000 is 
required for the procurement of 4,274 additional headstones, $135,000 for in- 
creased costs of civilian and military personnel as authorized by Public Laws 
85-462 and 85-422, and $300,000 for increased salaries of ungraded employees 
resulting from wage board surveys since enactment of the fiscal year 1959 Ap- 
propriation Act. 
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This supplemental request was considered by the House Appropriations Com- 
mittee and was approved in the amount of $521,500, a reduction of $13,500 (10 
percent of the civilian and military increased pay costs). The Department of 
the Army is requesting restoration of this $13,500 reduction to preclude the 
necessity of a reduction in personnel strength during the fourth quarter fisca] 
year 1959. 

Senator Eitenper. I understand that the amount requested for the 
cemeterial functions is principally for pay increases. 

Colonel Fercuson. That is correct. With the exception of $100,000 
for procurement of headstones. 

Senator ELttenper. Did the House grant that amount? 

Colonel Fercuson. Yes, sir. 

Senator ELttenper. Do you want us to agree with what the House 
has done? 

HOUSE REDUCTION 


+ 
| 


Colonel Fercuson. No, sir; the House reduced the money for pay 
of classified personnel by 10 percent. This being a very small ap- 
propriation, that cut will materially affect the cemeterial program. 

Senator ELtenper. What is the effect of the House cut? 


DISCHARGE OF EMPLOYEES 


Colonel Fercuson. That 10 percent will require us to discharge 
16 out of the 110 departmental employees, providing we do it im- 
mediately. 

Senator SarronstaLu. The amount is $13,500 ? 

Colonel Frercuson. $13,500 is the amount we are asking the Senate 
to restore. 

Senator Exienper. Could you do without those employees? 

Colonel Fercuson. No, sir; this program is one that is on the in- 
crease. We have averaged 8 percent annual increase in the applica- 
tions for headstones and for interments in the national cemeteries. 


APPLICATIONS FOR HEADSTONES 


As it now stands, we anticipate a 12,500 carryover of applications 
for headstones at the end of this fiscal year with the pay increase. 

Now if we cut off 16 people who are handling that, then that carry- 
over will be that much greater. 

Senator Exitenper. Could you wait until next year to do that? 

Colonel Fercuson. No,sir. If we fire 16 people now who are trained 
and even if we could hire the same number of employees the first of 
the year, we would not be able to hire the same experienced people. 
It would affect the program. Also, the fiscal year 1960 budget con- 
tains no funds for the additional carryover nor for additional person- 
nel for the processing. 

Senator Sarronstati. You would also have separation pay, would 
you not? 

Colonel Frrauson. Yes, sir. Separation pay would be required. 

Senator Eitenpver. How long have those been on your rolls? Could 
you discharge some that have just been hired ? 

Colonel Frrcuson. Out of the 110 people, the majority have worked 
for the Quartermaster for many years. 
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Senator ELLenprr. Does that affect people on the Washington level, 
or out in the field ¢ 

Colonel Ferguson. The departmental level, sir, that is where the 
processing of applications and the procurement of headstone opera- 
tion is carried out. 

Senator ELLenpeR. Here in Washington ? 

Colonel Frercuson. Yes, sir. 

Senator ELLenper. The justification and request for restoration will 
be p'aced in the record at this point. 

(The material referred to follows :) 


CEMETERIAL EXPENSES, DEPARTMENT OF THE ARMY 


A total of $535,000 is requested under this supplemental estimate for the fol- 
lowing purposes: An amount of $135,000 is for increased costs of classified and 
military personnel, occasioned by Public Laws 85-462 of June 20, 1958, and 85-422 
of May 20, 1958; $100,000 is for procurement and transportation of 4,274 head- 
stones and markers; and $300,000 is to offset wage rate increases which have 
been approved by local wage boards for ungraded employees in the national 
cemeteries. 

Included in the $135,000 required for classified personnel is $57,000 for costs 
of departmental personnel and $78,000 for field personnel. The amount included 
for civilian pay is based on the average 10 percent raise granted by Public Law 
85-462 plus the companion amounts required for the Government’s contribution 
to the retirement fund, FICA and group insurance. An amount of $2,752 is in- 
cluded in the total for additional pay granted military personnel by Public Law 
85-422. The following civilian positions are proposed : 





Graded : 
I ea ne pine pal ep niancaien ein igi = abet se ese ae ae 110 
eile, Sek I at SB Ne gata ses pee ora ok ms ew os eae co ee ees ew amend cnemaomiue 139 
Ungraded : Field age eae tren tested Benen i rtd cape cae aa bea ano paceh en ta esha aig cies ow eA 551 
PN ss cscs cee i a a i cl cia ge isha ee te ainagpsan ep sae 800 


The amount required for additional headstone procurement will permit pur- 
chase of 4.274 units which are not provided for in the regular fiscal year 1959 
appropriation. 

At the time the 1959 regular appropriation bill was enacted, it was estimated 
the funds included for unvraded employees would provide 479 man-vears based on 
an average salary of $3,909. As the result of wage-board increases the average 
salary is now expected to be $4,507. The funds requested will restore man-years 
which would be lost and make possible performance at the level approved when 
the regular appropriation was enacted. 


ScHEDULE ON SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 


Appropriation title: ‘‘Cemeterial expenses, Department of the Army.” 

Date: February 20, 1959. 

Agency: Department of the Armv. 

Bureau: Office of the Quartermaster General. 

1. Present appropriation or estimate-----.--.--------.-------.-- $6, 915, 000 
2. Additional amounts available 


3. RI I aici me sk ate ween dig ewe eik'e . 6,915, 000 
4. Apportionments: 
ik IS 06 acu bie iy Hi HULSE B'S ed SUS Wes Se 1, 953, 000 
ONE 6 9 ja55 <pk b> 4d 9) + 4 goer awn le ied ok 1, 688, 000 
i MONO... - tugiwregagdt ud Sigel sate~onins aus. ecko 1, 798, 000 
4th quarter__--.--~-- Wick aes bade wews uh dei LE 30 1, 476, 000 
DMRC? NOGRUUR 523} 6+ 68's ks o~ 0 deeb s ododd Lisa se 1 Lk 
5. Total apportionments and reserves_-.---.-...--..------ 6, 915, 000 
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6. Obligations: 
Ist quarter (actual) 


irda dle ol awe ue cebe ns nasil Soh 
Been NRA ARNO ne wes. 1,788 
ES ESR ERASE SERIE OE 1, 900, 000 
4th quarter (estimated) ___--__--_- fee eee stig er oe ?, 031 1, 835 
7. Total actual and estimated obligations__--- - -- inal dice < oy 7, 450, 000 000 
Bee bots amount avelinole. 2-2... ee . 6,915, 000 
9. Estimated supplemental required - - _ - teers a cane a 535, 000 
10. Estimated supplemental included in latest budget- Lect eth pie ; 622, 000 
11. Date needed: 
For obligation, Apr. 1, 1959. 
For expenditure, May 1, 1959. 
12. Estimated expenditures from supplemental: 
In budget Revised 


In current fiseal year -___- Se tare ee _..-----. $450,000 $425, 000 
et OS ON ink, bene donitd Uns s quent 172, 000 110, 000 


i li catiticeinindad aahnattinetalie « tanemed 41g hte ieeokin 622, 000 535, 000 
13. Actual obligations last 3 months: ee 
ITT -<eentcsi: dears means Seleetserdttatriat tienen aeenessedb3h 626, 376 
tN a ee eat ihge 3 Sl 506, 221 
December 


RA SE int chemrhoren =P TIQTER= Ha Nee er on4 655, 695 
(Request for restoration appears on p. 366.) 


Rivers AND Harpsors AND FLoop Convrron 
STATEMENT OF BRIG. GEN. JOHN L. PERSON, CORPS OF ENGINEERS 
CONSTRUCTION, GENERAL 


Senator Ettenper. The House approved the supplemental request 
in House Document No. 58, for an additional amount for “Construc- 
tion, general” of $5 million to remain available until expended. 

The amount requested is to cover the remaining payments to the 
Standing Rock, Crow Creek, and Lower Brule Sioux Indian Tribes 
for the taking of lands required for the Oahe and Fort Randall 
Reservoir projects in South Dakota. 

General Person, as I understand, for rivers and harbors and flood 
control, construction, the House has allowed the amount you re- 
quested, and there is no appeal. 

General Persons. Yes, sir. 


Senator Exzenper. At this point, Mr. Chairman, I ask to put in the 
justification. 


(The justification referred to follows :) 


CONSTRUCTION, GENERAL, CORPS OF ENGINEERS, CIVIL 


Public Laws 85-915, 85-916, and 85-923 approved September 2, 1958, authorized 
payments to the Standing Rock, Crow Creek, and Lower Brule Sioux Indian 
Tribes as final settlement for all claims arising from the taking of Indian lands 
at the Oahe and Fort Randall Reservoir projects. The laws authorize the pay- 
ments to be made from funds available to these projects. 

The amount of $1,890,000 has been paid from funds available to Oahe Reser- 
voir. There are no additional funds available to the projects which can be used 
to make the required payments and still permit the advancement of their con- 
struction under schedules previously presented to the Congress. The laws 
were enacted too late to permit inclusion of funds for these payments in the reg- 
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ular budget recommendations for fiscal year 1959. The total payments au- 
thorized and the amounts which have thus far been paid are shown below: 





4 Previously | Additional 
Payment deposited | amounts Balance of 


Public Law Project and tribe authorized | in condem- made payment 
nation available required 
actions 








Public Law 85-915.; Oahe Reservoir: Standing |$5, 251, 553.00 | $60, 716. 30 $1, 890, 000 | $3, 300, 836. 70 
Rock Indians. 
Fort Randall Reservoir: 





Public Law 85-916. Crow Creek Indians_--...- 1, 395, 811. 94 | 399,312.94 }|...........- 096, 499. 00 
Public Law 85-923. Lower Brule Indians...--.- 976, 523.00 | 270, 610.65 }...........- 705, 912. 35 
I Oc cen cto naan 7, 623, 887.94 | 730, 639. 89 1, 890, 000 | | 5, 003, 248. 05 

1 $5,000,000 rounded. 


The laws provide that payments are to draw 4 percent interest from the time 
they are deposited to the credit of the Indians in the U.S. Treasury until ex- 
pended. Any delay in depositing the money therefore results in a monetary 
loss to the Indians. The supplemental request is for $5 million broken down, 
$1,700,000 for Fort Randall Reservoir, 8. Dak., and $3,300,000 for Oahe Reser- 
yoir, 8S. Dak. and N. Dak. 


OPERATION AND MAINTENANCE, GENERAL 


GENERAL EXPENSES 


Senator Ettenper. House Document 90 included the following sup- 
plemental estimates for the Corps of Engineers: Operation and 
maintenance, general, $1,138,000; general expenses, $1,046,000. 

The House approved $1,024,200 for operation and maintenance, and 
$941,200 for general expenses. 

I understand that you are requesting restoration of $113,800 under 
Operation and maintenance, and $104,600 under general expenses, 
together with language authorizing the transfer of $50,000 from an- 
other account, which was omitted from the estimate transmitted to 
the Congress through an administrative oversight. 

It is my further understanding that these supplementals are re- 
quired as a result of the pay increases approved by the Congress last 
session, and by wage board increases granted unclassified employees. 

You may proceed, General. 

General Person. Mr. Chairman, Public Laws 422 and 462 of the 
85th Congress, provided for military and classified civilian personnel 
pay increases. For the fiscal year 1959, for our program, these will 
amount to $8,291,160. 

Of that amount, roughly $7,200,000 will be absorbed by the follow- 
ing appropriations in these amounts, rounded off: General investiga- 
tions; $575,000; Construction, general, $4,300,000; Operation and 
maintenance, $1,547,000; Flood control, Mississippi River and tribu- 
taries, $775,000. 

The U.S. section of the St. Lawrence River Joint Board of Engi- 
neers, $3,000 making a total of $7,200,000 or 87 percent of the. cost, 
which we are absorbing from our regular appropriation. 

The remaining $1,096,000 must. be borne by our “General expenses” 
appropriation and requires supplemental funds since it cannot be 
absorbed without eliminating personnel. 
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Out of a total appropriation of $809 million, the “General expense” 
appropriation for fiscal year 1959 was only $11,700,000. 

This relatively small amount provides primarily for the payment 
of salaries of graded technical employees engaged in executive direc- 
tion, management, and the regulatory functions of our expanding 
civil works program. 

It includes no functions which could be curtailed to provide funds 
to absorbe the increased salary requirements. 

Over the past few years our civil works program has been greatly 
expanded both in volume of work and in complexity without a pro- 
portionate increase in our general expense funds. 

For example, over the past 5 years our total appropriation has in- 
creased 82.5 percent while our “General expense” appropriation for 
administering the program has increased only 22.8 percent. 

The proposed supplemental appropriation now before you contains 
the request for money to pay for the expected deficit. 


EFFECT OF HOUSE REDUCTION 


The House reduced this request by 10 percent. If that reduction 
should stand, it would mean a substantial reduction in force or fur- 
lough of the trained and experienced key personnel who direct and 
manage our civil works program. 

Senator Etitenpver. About how many employees would be affected? 

General Person. This would mean that we would have to get rid of 
a hundred people who are administering and directing and guiding 
our overall program, sir. 

Senator Exienper. These pay increases for your classified em- 
ployees were approved by Congress after your regular appropriation 
bill had passed both Houses of the Congress, and you had no oppor- 
tunity to budget for that increase, is that right? 

General Person. Yes, sir; the matter of the civilian and military 
graded personnel increases was imposed on us by act. of Congress. 


TRANSFER AUTHORITY 


Also, in addition to the cutoff of $104 690 made by the House, we 
would stand to-lose $50:000 because through an administrative over- 
sight, language was omitted which would permit $50,000 to be trans- 
ferred from funds already on hand under the appropriation “U.S. 
section, St. Lawrence River Joint Board of Engineers.” So we are 
requesting restoration of the $104,600 cut made by the House in our 
general expenses and requesting insertion of language to permit 
the transfer of that $50.000. 

Senator Evcenppr. This amount of $104,600 in the category to 
which you are now talking, is the whole amount you are asking 
reclama for? 

General Person. That is the whole amount of restoration. sir, which 
would mean the total amount we are requesting is $1,046,000. 

Senator Erienper. I understand; I am talking about the fact that 
the House allowed you all of it except the 10 percent? 

General Person. Yes. 

Senator SattonsTAui. Yes, but they left out the 50,000 transfer. 

General Person. That is right; the language was left out through 
an administrative oversight. 
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Senator SaLTroNsTaLLt. You are requesting $155,000 in round 
| figures ¢ . 
General Person. That is right, sir. 

| Senator SatronsraLu. Of Sahih $104,600 is money and 50,000 is 
| language? 

OPERATION AND MAINTENANCE, GENERAL 

General Person. That is correct, sir. 

The second item in our supplemental bill requests funds for increase 
in salaries of our wage board employees iin our “Operation and 
maintenance” appropriation. These were approved during the period 
July 1, 1958, to January 14, 1959, and could not have been foreseen 
at the time the fiscal year 1959 budget was submitted. 

About 75 percent of our total wage board employees, amounting to 
7,600 personnel, are paid from this “Operation and maintenance” 
appropr lation. 

Senator ELtenpEr. This wage board increase of course, was done 
without consulting you ¢ 

General Person. Yes, sir. 


aaiaili — 


we 
ee 


n Senator ELtenper. What I mean is that you knew nothing about 
. it when you submitted your program for this year? 
d General Person. Right, sir. 

Senator Exienper. That is for the current fiscal year ? 
we: General Person. Yes, sir. 

f Senator Exitenper. It is really to cover more or less the increases 
g that have been imposed on you by virtue of the wage board action? 

General Person. Yes, sir. 

i- To cover these increases will require $1,138,000. The House re- 

mn duced this request also by 10 percent, or a total of $113,800 reduction. 

r- » Weask that this request be provided in the full amount. restoring the 
House cut, as any cut at all will cut further our already inadequate 

'y maintenance funds and will further add to the critical backlog of 
maintenance which we have not been able to do because of lack of 
funds. 

The other 25 percent of our wage board emplovees who are engaged 
ve in other phases of our operation, not in operation and maintenance, 
Y- we can absorb those wage board increases and we have not included 
\S- them in our request. 
me | Senator Etienper. General, as you know, we have had quite a tus- 
re sle each year with public works so as to obtain a sufficient sum to keep 
ur all of your operations and maintenance current. 
nit General Person. Yes, sir; that is our most critical problem. 

Senator Extenper. As IT remember. every time you put in a request 
to for X number of dollars, the anproved estimate was X minus so many 
ng dollars and you did not get the amount you required ? 

General Person. Correct, sir. 
ich | 

DEFERRED MAINTENANCE 
hat | Senator Exrenver. As a result of that we have been piling up a lot 
of deferred maintenance ¢ 

General Person. Yes. sir. 
fer; | Senator Errenper. Which is very costly as some of you testified 
igh 2 weeks ago when you were before the Subcommittee on Public 
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General Person. Yes, sir; that is correct. 

Senator E.ienper. Of course, with the small amount given, you do 
not find any place where you could absorb this pay increase ? 

General Person. No, sir; we do not in operation and maintenance, 

Senator ELtenver. The alternative would be to lay off the people? 

General Person. That is right, sir. 

Senator Evtenper. For whom this money is being requested ? 

General Person. Yes, sir. 

Senator Ex,enper. Are there any further questions ? 

Senator Cuavez. You have convinced me. 

Senator E.ienper. The requests for restoration will be inserted in 
the record at this point. 

(The material referred to appears on p. 379.) 


River Bastin Strupy ComMIssions 


STATEMENT OF JIM WOODRUFF, JR., CHAIRMAN, U.S. STUDY COM. 
MISSION, SOUTHEAST RIVER BASINS, SOUTH CAROLINA, GEOR. 
GIA, ALABAMA, AND FLORIDA 


River Basin Stupy COMMISSION FOR SOUTH CAROLINA-GEORGIA-ALABAMA- 
FLORIDA 


Senator Extenper. Mr. Chairman, we have the River Basin Study 
Commission for South Carolina-Georgia-Alabama-Florida. 


The following supplemental estimate was included in House Docu- 
ment No. 58: 


For an additional amount for necessary expenses to carry out the provisions of 
thte act approved August 28, 1958 (Public Law 85-850), $100,000. 

The legislation enacted last summer authorized the establishment 
of the Commission to study and prepare plans for the development 
of land and water resources in certain major river basins in the area 
designated. An amount of $50,000 was appropriated for the Commis- 
sion in the Independent Offices Appropriation Act, 1959. The addi- 
tional appropriation is to enable the Commission to carry forward its 
work during the remainder of the current fiscal year. 

The House approved $80,000 for this purpose. 

The Commission is requesting the restoration of the $20,000 cut by 
the House. 

We have with us at this time, Mr. J. W. Woodruff, Jr., who is Chair- 
man of the U.S. Study Commission. 

You are now asking for an increase of $20,000 or a total of $100,000. 

Mr. Wooprvrr. Yes, sir; that is correct. 

Senator Exienver. If you had but the $50,000 to start this work 
for the current fiscal year and probably this money will not be made 


available to you until May, how could you spend as much as $100,000 
in the next 2 or 3 months. 


ANALYSIS OF DATA ON WATER AND LAND RESOURCES 


Mr. Wooprurr. The nature of the U.S. Study Commission, Senator, 
and gentlemen, is one of organization of.a staff to collect and collate 
and analyze available existing data on water and land resources, 
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The organization of such a staff then is needed and the acquisition 
of suitable rental space. Then in order not to duplicate work which 
areacly has been done, the assignment of contractual obligations on 
a reimbursible basis to existing agencies for work not now performed, 
but needed to complete the mosaic pattern of the complete study is 
most important. We are to a point of depleting our original $50,000 
both by expenditure and obligation and we need the supplemental 
in order to carry on with the work in order not to project it longer 
than the Congress intended in the original Senate bill 403, 

Senator ELLeNperR. I understand that part of it. The only thing 
that I was concerned with was that you are not going to get this 
money until] May and then you will have but May and June before 
fiscal year 1959 ends. Do you see the point ? 

Mr. Wooprurr. That is correct. 

Senator ELLenper. The House I presume, for that reason, cut you 
back some. 

Mr. Wooprourr. Yes, sir. 

Senator Ettenver. And they allowed you $80,000 ? 

Mr. Wooprvurr. That is corect. 

Senator E.tenper. Would you suffer materially if the Senate 
agreed with the House figure? 

Mr. Wooprurr. We could adjust to it by not employing the per- 
sonnel. It would defer the amount of progress that could be made. 


CONTRACTUAL STUDIES 


Now, I admit we do not need all of that for personnel, but it is 
to initiate contractual studies with existing institutions such as re- 
search departments at universities and educational institutions. 

Senator ELLENpER. How much of the $100,000 would be utilized for 
that purpose, that is contractual obligations? 

Mr. Wooprurr. The total of that would be around $35,000. 

Senator ELLENpDER. Would the rest be for personnel ? 

Mr. Wooprvurr. Personnel, travel, transportation of things, because 
the engineers needed for this staff are in the shortage category and 
transportation of things to establish this qualified staff is most 
important. 

enator Ei.tenper. Are you now testifying that you can actually 
ai and obligate the full hundred thousand by June 30 of this 
ear 
: Mr. WooprurF. No, sir; I am not saying we can actually spend and 
fully obligate the whole amount. 

Senator ELLenper. Why are you asking for it then? Why can we 
not make it available to you in the next fiscal year? 

Mr. Wooprurr. You could if the program is to go beyond what 
was the intent of Congress, which is an estimated 2 years. In order 
to clarify the record, gentlemen, this Commission was not established 
until the 16th of December, so we had no opportunity to submit even 
an original budget request. 

Senator Evitenper. Of course, I well recall how this was done. 
We did not have a budget estimate and we simply put money in the 
bill, so that you could get started. 

Mr. Wooprurr. That is correct. 
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Senator Exrenper. It made a start, but I go back to the proposition, 
though, that you have been organized since December and you have 
had $50,000 to spend and for only 2 months left in this fiscal year 
you are asking for twice as much as we originally gave you. 

I am wondering whether you could spend ail of that money by 
June 30, because, I feel satisfied, that since this work was started 
that we should have no difficulty in obtaining the funds you need for 
the next fiscal year. 

Senator SatronstaLu. Would the chairman yield ? 

Senator ELLenper. Surely. 


HOUSE REPORT 

Senator SarronsTauu. I would like to call the acting chairman's 
attention to page 10 of the House report. The House committee says: 

The additional amounts provided are needed to enable these Commissions to 
effectively carry on their work during the remainder of the current fiscal year. 

In other words, they added the amounts of $80,000 and $120,000, 
which would total $50,000 less than you ask for because they believed 
that it was enough to carry on for the rest of this year. They made 

that as a perfectly flat statement; they did not cut or anything else. 
They simply said that was all that was necessary. 

That is what the Senator from Louisiana is saying now. 

Senator Ernenper. Exactly. 

In other words, we provided $50,000 for the South Carolina 
Georgia-Alabama-Florida basin before the Commission was organ- 
ized in December. Up to now they have spent, or will spend, about 
S50.000. 

Now, the money that they are now requesting, that is the $100,000, 
will not become available until May 1 and in only 2 months I am in 
doubt that you could spend that much money, with all due respect. 

Mr. Wooprvurr. I respect your judgment and T admire the scrutiny 
ef your approach, sir. We would like for all of you to recognize that 
We are as Interested as you are in the maximum economy of such an 
effort and that our requested supplemental is in fact $50,000 less 
than what was included in the President’s supplemental message to 
Congress on February 11. 

Now, this is not offered as a criticism of any suggested amount by 
the President, but we were able to bring it down through careful 
study. 

Senator Erienper. I am surprised that the Budget Bureau gave you 
as much as $100,000. 

Mr. Wooprurr. The budget estimate for the South Carolina- 
Georgia-Alabama-Florida Study Commission was less than we re- 
quested, then that estimate was cut 20 percent by the House. 

Senator E:tenper. Now, if you are certain that you can make use 
of this extra $20,000 and if it is not made available that your commis- 
sion may have to be extended, I would be prone to let you have the 
$20,000 because you know when these commissions are organized they 
never end, asa rule. 

What I would like you to do is to make you live up to the date that 
was set in the act creating you. 
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PROPOSAL THAT FUNDS BE AVAILABLE UNTIL EXPENDED 


Mr. Wooprurr. We feel it would be a sound business principle 
if this full $100,000 supplement for 1959 could be provided on an avail- 
able until expended basis. We would, therefore, be able to use any 
such funds that are not expended or obligated this current year for 
the continuation of our work 

But we would not have to be watching a sharp pencil operation at 
all times as the calendar moved. 

Senator Eitenper. If the full amount were allowed, could you give 
assurance that the Commission would complete its work within “the 
time specified in the present act. 

Mr. Wooprurr. Senator, I can’t give you an affirmative answer. 

Senator ELLENDER. You had better say yes, now. 

Mr. Wooprurr. If I say yes, it goes down in the record and I can’t 
project an accurate crystal ball 2 years hence. 

Senator Ex.Ltenver. That would be one good reason I would like 
to see you get a good amount because we do not want you to come back 
and say “Because you cut out $20,000 we were delay ed a year in this 
work.” 

In any event, you say to this committee that you can obligate and 
economically expend the whole $100,000 that has been budgeted ? 

Mr. Wooprurr. Yes, sir. 

Senator Eirenper. I would like to have the justification placed in 
the record at this point. 

Chairman Haypren. That may be done. 

(The justification referred to follows :) 


RIverk Bastin Stupy COMMISSION FOR SouTH CAROLINA-GEORGIA-ALABAMA-FLORIDA 
(WATER Strupy COMMISSION ) 


GENERAL STATEMENT IN JUSTIFICATION OF THE NEED FOR SUPPLEMENTAL 
APPRCPRIATIONS FISCAL YEAR 1959 


This Commission was established by Public Law 85-850, approved August 
28, 1958, and was specifically titled therein as “U.S. Study Commission on the 
Savannah, Altamaha, St. Marys, Apalachicola-Chattahoochee, and Perdido-Es- 
ecambia River Basins, and intervening areas.” However, the Commission, at its 
initial meeting, chose the name “U.S. Study Commission, Southeast River Basins” 
in the interest of brevity. Unless the Congress prefers otherwise, it will be re- 
ferred to by this shorter title in the future. 

Appointment of Commission members was made December 16, 1958. Require- 
ments of the enabling act were met in the organization meeting of January 12, 
1959. The amount of $50.000 was provided as initial appropriations for the 
operations of the Commission in fiscal year 1959. The objectives of this Com- 
mission are defined in section 1(a) and 1(b) of Public Law 85-850, which read, 
in part, 

“That the purpose of this Act is— 

(a) to provide for an integrated and cooperative investigation, study and 
survey * * * in connection with and in promotion of, the conservation, utili- 
zation, and development of the land and water resources * * * in the states 
of South Carolina, Georgia, Florida and Alabama * * *: and 

“(h) to formulate * * * a basic, comprehensive and integrated plan of 
development of the land and water resources * * * and to make recommen- 
dations, after adequate study, for executing and keeping current such 
studies.” 

Additional funds will be required in the current fiscal year in order that 
this Commission may expeditiously proceed in the fulfillment of its respon- 
sibilities by— 

1. Collecting, collating, and coordinating existing data relating to water 
resources from established State, local and Federal agencies. 
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2. Employment and retention of a small, but highly qualified and efficient, 
staff for the accomplishment of (1) above. 

3. Acquisition of the minimum required space for the accommodation of 
the anticipated staff. 

4. Communication and travel incident to, and a prerequisite of, ¢o- 
ordinated effort as designated above. 

5. Contractual services and obligations on a reimbursable basis to existing 
agencies for the most economical collection of data in the initial stages of 
this Commission’s research and study. 

The House has approved a supplemental appropriation of $80,000 for this 
work during the remainder of fiscal year 1959. It is the judgment of this Com- 
mission that the supplemental appropriations for fiscal year 1959 will be re- 
quired in order that its program may be fully implemented and in order that 
there may be minimum delay in initiating the fall workload which will be re- 
quired of us. The initial estimates of $100,000 of needed supplemental appropria- 
tions were based on the assumption that the supplemental funds would be 
made available at an early date. However, since such supplemental funds have 
not been made available to this Commission, and probably will not be made 
available until much later in fiscal year 1959, the opportunity to utilize them is 
being diminished and the amount of the appropriation could be decreased 
accordingly. 

We must initially collect as much data as possible from existing sources. The 
proper analysis of such data cannot be done without the employment of 
qualified personnel. It is this program of work in fiscal year 1959 which can 
assure maximum economies in the attainment of our ultimate objective at the 
earliest possible date. 

Respectfully submitted. 

J. W. Wooprvrr, Jr., 

Chairman, U.S. Study Commission, Southeast River Basins, South 

Carolina-Georgia-Alabama-Florida. 


JAMES H. HAMMOND, 

State vs South Carolina. 
LESTER S. Moopy, 

State of Georgia. 

Maj Gen. FRANK M. ALBRECHT, 
Department of the Army. 
WILuiaM E., Hiatt, 
Department of Commerce. 
Howarp W. CHAPMAN, 


THoMASs A, JOHNSON, 

State of Florida. 

RatpH C. HAMMOND, 

State of Alabama. 

JouN A. SHORT, 
Department of Agriculture. 
WALTER A. GRESH, 
Department of Interior. 
Rosert C. PrRIcE, 





Department of Health, Education,and Federal Power Commission. 


Welfare. 
River BAsIn StuDy COMMISSION FOR TEXAS 


Senator Exrienper. Mr. 
study commission for Texas. 

The following supplemental estimate was included in House Docu- 
ment 58: 

For an additional amount for necessary expenses to carry out the provisions 
of title II of the act approved August 28, 1958 (Public Law 85-843), $150,000. 

The legislation enacted last summer authorized the establishment 
of the Commission to study and prepare plans for the development of 
land and water resources in certain major river basins in the area 
designated. An amount of $50,000 was appropriated for the Com- 
mission in the Independent Offices Appropriation Act, 1959. The 
additional appropriation is to enable the Commission to ¢ arry for- 
ward its work during the remainder of the current fiscal year. 

The House approved $120,000 for this purpose. 

As I understand, the head of the basin study commission for Texas, 
Mr. Brown, accepts the action of the House—that is, the reduction of 
$30,000; and, of course, I presume that the committee will go along 
with him. 


Chairman, we also have the river basin 
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Mr. Chairman, while we are on that particular item, I would like 
to ask that the letter be made a part of the record, together with the 
justification. 

Chairman Haypen. That will be done. 

(The material referred to follows :) 


U.S. Strupy ComMMIsstIon-—TEXAS, 
Houston, Tex., April 7, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: On February 11, 1959, the President transmitted to 
the Speaker of the House of Representatives proposed supplemental appropria- 
tions for fiscal year 1959 (House of Representatives Document No. 58, 86th 
Cong.) including (p. 14) an item of $150,000 for the U.S. Study Commission— 
Vexas established by Public Law 85-843. 

In response to this request, the House of Representatives has included $120,000 
in the second supplemental appropriation bill 1959 (H.R. 5916) to be available to 
this Commission for tiscal year ending June 30, 1959. 

The original request for supplemental funds was made to the Bureau of the 
Budget by this Commission on January 17, 1959. The passage of time since 
that date means that a part of the work originally planned for prosecution 
during recent months cannot be accomplished during the current fiscal year. 
Accordingly, this Commission does not contemplate requesting your committee to 
consider the Budget request and wishes to advise that the amount, $120,000, in- 
eluded in the pending bill, H.R. 5916, will be adequate to meet the needs of the 
Commission’s program for the current fiscal year. 

Respectfully yours, 
GeorcE R. Brown, Chairman. 


Program and financing 


Resource development studies: 


Presently available____--_-------------____- pote Sh Sag ihe Or $50, 000 
meemwanen G@etimGnme ooo Po ee See ae a pei tsee FS 200,000 
mre: SSE E a oer 8 ie Se) oe ho is oe ey ve 150, 000 


Object classification 




















1959 1959 1959 in- 
presently revised crease (+) or 
available estimate decrease (—) 

Total number of permanent positions..............-....-----.. 5 27 22 
Averaze number of all employees. -.........--.--...-----.---- 4 27 23 
Number of employees at end of year. ..........--.......--...- 4 27 23 
i a canbbodaheanonl $30, 000 $88, 000 +$58, 000 
IE chsh oss 2nn ee tehblacsendnaLowabuacbilulsce = 12, 000 15, 000 +3, 000 
aE RCEOND OF GRNOB i. on ccemmcnencnnantsasccouduane 1, 000 1, 000 } ..susinsh ene 
Se MUIAOGLION SOPUIOOS.. 6 nn nn cumosencasheoccncuconnsse 1, 000 2, 000 +1, 000 
OE NO nn mnan meme mineicngin dimememe 5, 000 §, 000. b.nnspnts.-. $6) 
er Sn | Coon oc cnhsandseweaiuactapenn| cuauecccananee 1, 000 +1, 000 
07 Other contractural services_ 65, 000 +-65, 000 
en EEE APOE Rosie. 2a alee 
Ee Oo ee nn. cas dneeinneansnes aetbnacecaseen 22, 000 +22, 000 
; nica dus ccncch scuba cowed Wee eceawesciccuwsunwusee. 50, 000 200, 000 150, 000 





GENERAL STATEMENT 


The U.S. Study Commission—Texas was established by Public Law 85-843, 
approved August 28, 1958. The purpose of the Commission is to formulate 
a basic, comprehénsive, and integrated plan of development of the land and water 
resources of the Neches, Trinity, Brazos, Colorado, Guadalupe, San Antonio, 
Nueces, and San Jacinto River Basins and intervening areas in the State of 
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Texas. The legislation provided for a Commission of 14 members, 13 of whom 
were appointed by the President on December 17, 1958. 

At the time of his appointment, the Chairman of the Commission received 
from the President guide instructions which stated in part: 

“The Commission should immediately develop its proposed program and or. 
ganization for the current and budget years and submit promptly to the Bureau 
of the Budget its estimate of appropriation requirements in order that the budget 
document for 1960 may adequately reflect the proposed program. Arrangements 
should also be made for early recruitment of Commission staff.” 

The Commission held its organizational meeting on January 5, 1959, in Hous- 
ton, Tex., where it has established its headquarters. 

At its initial meeting, the Commission established a Planning Coordinating 
Committee composed of one representative each from the Department of Interior, 
the Department of Health, Education, and Welfare, the Department of Agricul- 
ture, the Corps of Engineers, U.S. Army, and the Texas Board of Water Engi- 
neers under the chairmanship of the Executive Director of the U.S. Study Com- 
mission—Texas. The initial assignment of this committee was to inventory the 
nature and whereabouts of basic data, studies, and surveys concerning the as- 
signment of the Commission. The Planning Coordinating Committee was also 
assigned the function of planning a work program for the Commission. This 
budget reflects the program to the extent it has been developed and approved 
by the Commission. 

An appropriation of $50,000 was made at the time the enabling act became 
law and the supplemental estimate of appropriation for fiscal year 1959 in 
the amount of $150,000 is to provide for work during the balance of the current 
fiscal year. 

The work program and organization of the Commissicn contemplate that its 
staff will be kept small but will be made up of highly qualified professional 
people whose primary functions will be to review data and studies and to de- 
velop an integrated plan. It is the plan of the Commission to use existing 
State, local, and Federal agencies, established consulting orgenizations, and 
facilities of the universities to undertake specific studies to the extent of their 
competence. The Commission proposes that its staff undertake no studies or 
surveys which can more efficiently and more economically be performed by some 
existing entity either through a contractual reletionship or through established 
procedure of transfer of funds to another Federal agency. The language of 
Document 58 differs from that proposed by the Commission. 

Section 203 of the authorizing law established a commission “to be known as 
the U.S. Study Commission on the Neches, Trinity. Brazos. Colorado, Gucalupe- 
San Antonio, Nueces, and San Jacinto River Basins and intervening areas.” It 
is the view of the Commission that the appropriation should be made clearly and 
indwhbitably for this specific Commission. 

It hes heen the Commission’s intent to request funds for carrying on the full 
scope of authorized work and only that work. The law does not include all the 
river basins in Texas and it does include intervening areas outside of the named 
river basins. Designating the appropriation “River Basin Study Commission for 
Texas” m°y raise a question as to the identity of the Commission. may imply 
inclusion of rivers not named in the law and exclusion of the “intervening areas” 
specifically intenced. It is not our wish or intent to amend the basic authoriza- 
tion by appropriation, limitation, or extension. 

The commitments at this time approximate $43,000, classified by objects as 
follows: 


el sone eee nn S87 Sete tt etc ee tom eon $25, 000 
Neen nn enn ee ee aap cali bgibdinnnmoeenual 12, 000 
I aa meer eebaslannnseercapipion aiieipus niin 1, 000 
en a ae 1, 000 
cee ree iesumivesen eeonieeeasind 5, 000 
i ene eben eres anise eaktine eee 1, 000 

a a ocean Fi 43, 000 


There are only four persons on the staff at this time and no funds are allotted 
for equipment out of the $50,000 appropriated. In view of the nominal amount 
of the current appropriation for the work assigned, further progress of the 
Commission is dependent on the availability of additional funds. The attached 
schedules set forth the detail of personal services and the estimated obligations 


of requested funds classified by objects. Additional explanation of the amounts 
follow: 
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01 Personal services 


The law provides for compensation to the Commissioners, other than those 
appointed from within the Federal service, at a rate of $50 per day with a limi- 
tation on the total annual amount that may be received by the Chairman set at 
$12,000 and by other members at $7,500. 

Staff positions are set out in detail and contemplate an organization of 27 
people. While the Commission is exempt from the civil service laws and the 
Classification Act, it proposes to adopt the essence of administrative procedures 
established under those laws as its administrative procedure. Thus it has set 
the various staff positions at rates comparable to positions established under the 
Classification Act for like activities. 

The recruiting of personnel is currently the first responsibility of the Commis- 
sion as it is necessary to assemble and review the data available before necessary 
studies can be undertaken or plans for planning completed. 

02 ~Travel 

The amount of $15,000 is included for travel. The Commissioners are engaged 
in their work under this assignment only part time. Those appointed from the 
Federal agencies are regularly located in Washington, D.C., Fort Worth, Dallas, 
Austin, and Temple, Tex. The Commissioners appointed from outside of the 
Federal service each live in the river basin froin which he has been appointed. 
Commission meetings are held at least monthly at Houston and attendance at 
these requires travel. In addition, adequate cooperation by the staff of the Com- 
mission with the staffs of the Federal agencies regularly engaged in water 
resources development and with the State and local bodies concerned with the 
subject requires considerable travel which must be financed by the Commission. 


03 Transportation of things 


Most of the employees sought for staff assignments are from professions of 
which there is an inadequate supply of qualified members, and it is contemplated 
that it will be necessary, as now authorized by law, to move the household effects 
of some of these to Houston. The sum of $1,000 is included for this purpose. 


04 Communication services 


This item of $2,000 contemplates necessary day-to-day liaison of the Commis- 
sion and its staff with the agencies with which it is cooperating which are located 


at such cities as Austin, Dallas, Fort Worth, and Temple. 
05 Rent and utility services 


The item of $5,000 for rent is to provide space in Houston, Tex., for meetings of 
the Commission and for housing the staff for its day-to-day operations. 


06 Printing and reproduction 


The item of $1,000 for printing is to care for normal printing and binding ex- 
penses and for reproduction of draft material and Commission studies for distri- 
bution to the Commissioners, the cooperating agencies, and consultants for their 
information and review. 


0? Other contractual services 

The amount of $65,000 is to finance a group of special studies to be physically 
performed by other agencies. It is the plan of the Commission, recognizing its 
responsibilities in keeping with its assignment, to keep this program constantly 
under close review so that if feasible the studies may be reduced in scope or 
otherwise curtailed. In undertaking these studies, full use will be made of 
studies already available and of basic data already gathered. 


08 Supplics and materials 

The item for supplies estimated at $1,000 is to provide materials for adminis- 
trative work and such engineering activities as are necessary in Connection with 
the preparation of the work. 

09 Equipment 

The sum of $22,000 is included for equipment. This is the necessary office 
and cffice engineering equipment to permit employees to function. 

During the remainder of this fiscal year the Commission proposes to collect, 
collate, and examine reports and studies heretofore made on the water resources 
of the area, determine specific gaps where additional data need to be gathered, 
and initiate work of gathering such data. All of this is basic to the assignment 


of formulating a comprehensive and integrated plan of development as directed 
in the authorizing law. 


PEMEReL dete SEE 
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CoMMISSION ON INTERNATIONAL RULEs OF JUDICIAL PROCEDURE 


STATEMENTS OF MALCOLM R. WILKEY, SECRETARY OF COMMIS. 
SION; HARRY L. JONES, STAFF DIRECTOR OF COMMISSION ; JOHN, 
BROWN, ASSISTANT BUDGET OFFICER, DEPARTMENT OF JUSTICE, 
AND ELMER BUTTS, BUDGET OFFICER, DEPARTMENT OF JUSTICE 


HovusE REDUCTION 


Chairman Haypen. The next item concerns the Commission on 
International Rules of Judicial Procedure. 

The budget estimate requested for the 9-month period beginning 
April 1, 1959, and ending December 31, 1959, was $75,000. 

The House allowed $25,000, a reduction of $50,000 which the Com- 
mission asks to be restored. 

The letter and justification on the item will be placed in the record, 
together with a copy of the law approved last September 2, which 
established the Commission. 

(The material referred to follows :) 


LETTER ON AMENDMENT REQUESTED 


APRIL 2, 1959. 
Hon. Cart HAYDEN, 


Chairman, Appropriations Committee, 
U.S. Senate, Washingzion, D. C. 


Dear SENATOR HayYDEN: The Commission on International Rules of Judicial 
Procedure would like very much to have your committee consider an amend- 
ment to the second supplemental appropriation bill (H. R. 5916) for the fiscal 
year 1959, as indicated. This was contained in the original Budget submission 
but not approved by the House. 


Commission on International Rules of Judicial Procedure: 


erase eRe dalek el i I ha cia ies $75, 000 
Neen 25, 000 
cases ees ca aieaavdiabiniannccse 50, 000 


Your earnest consideration of this request will be appreciated. We shall be 
glad to furnish such further information as may be desired during the hearings 
on the bill. 

Yours sincerely, 


MALCOLM R. WILKEY, 
Secretary, Commission on International Rules of Judicial Procedure. 


COMMISSION ON INTERNATIONAL RULES OF JUDICIAL PROCEDURE 
(House bill, p. 18) 


(House hearings, p. 790) 


I i ints ech in mend niin prune a 
I real aaron 2 dibicadenseniaaeaen® $75, 000 
IR cin eneinmeiee ein 25, 000 


AMENDMENT REQUESTED 


The Commission requested the following amendment: 
Page 18, line 25, strike out “$25,000” and insert ‘$75,000", the estimate, or an 
increase of $50,000. 


EXTRACT FROM HOUSE REPORT (P. 9) 


“The bill includes $25,000 for activities of this Commission. When the au- 
thorization for this appropriation was being considered in the House, it was 
stated that the cost would not exceed $5,000. This Commission was created 
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to make a study and recommend ways to improve judicial assistance and coop- 
eration between the United States and foreign countries, A large staff should 
not be necessary for this purpose and the amount provided should be adequate.” 


JUSTIFICATION 


This appropriation is for the life, under existing legislation, of the Commission 
on International Rules of Judicial Procedure which was established by Public 
Law 85-906 for the purpose of investigating and studying “existing practices of 
judicial assistance and judicial cooperation between the United States and 
foreign countries with a view of achieving improvements.” “Judicial assistance” 
is defined in the act as “the procedures necessary or incidental to the conduct 
of litigation * * * in State and Federal courts and quasi-judicial agencies 
(administrative tribunals) which involve the performance of acts in foreign 
territory, such as the service of judicial documents, the obtaining of evidence, 
and the proof of foreign law.” 

The principal task prescribed by the Congress for the Commission is the draft- 
ing of international procedural agreements for negotiation by the Secretary of 
State, and the drafting and recommendation to the President of other legislation, 
such as amendments to or revision of relevant provisions of the Judicial Code, the 
Criminal Code, and the Federal Rules of Civil and Criminal Procedure. Study of 
the procedures of foreign countries as well as of our Federal and State courts 
is necessary. 

The Commission consists of nine members of which three are public members, 
two are officials of State governments, and four are representatives of the De- 
partment of Justice and the Department of State. 

The members of the Commission receive their travel and subsistence expenses. 
The three public members will receive fees of $50 per day when actually engaged 
in the work of the Commission. 

An Advisory Committee will consist of 15 members chosen from lawyers, 
judges, and law teachers all over the United States. The members of the Ad- 
visory Committee will receive their travel and subsistence expenses but no com- 
pensation. 

There is a full-time Director of the Commission who is to supervise the staff, 
direct planning and research, and act as reporter in the drafting of international 
agreements and other legislation. 

The Commission is attached to the Department of Justice for administrative 
purposes. The act creating the Commission provides that it shall submit its final 
report and wind up its affairs prior to December 31, 1959. It authorizes an appro- 
priation of not to exceed $75,000. This request is for that sum. 

The studies necessary to recommend a reasonably complete reform of inter- 
national practice and procedure in the three topics mentioned in the act estab- 
lishing the Commission is a task of vast dimensions. Such a program would 
include the drafting of procedural agreements with the common law jurisdictions 
of the British Commonwealth countries, with the civil law countries of Europe, 
with those of Latin America, and with the principal countries of Asia and 
Africa—perhaps 70 in all—many of which are federal states with procedurally 
autonomous political subdivisions such as the Cantons of Switzerland, the Prov- 
inces of Canada, and the States of Mexico and Argentina. It has been estimated 
that there are as many as 350 procedurally autonomous jurisdictions in the 
world. 

Of the $75,000 requested by the Commission the sum allocated to personal 
services, that is, the fees of the three public members and the salaries of the 
Director and the staff, for the calendar year 1959, is $51,500. A minimal staff 
of six is contemplated—the Director, two junior research attorneys, and three 
clerical employees. The amount for the salaries of the staff for the 9 months 
remaining in 1959 is $35,500; $15,000 is for travel which will largely go for the 
transportation and subsistence expenses of the Commission of 9, and the Ad- 
visory Committee of 15 in attending meetings in Washington. 

The balance of $8,500 is allocated to such minor items as communication 
services, printing, and supplies. Only $1,000 is asked for equipment most of 
which will have to be borrowed from the Department of Justice. No less than 
$25,000 would be necessary to purchase furniture and equipment for the Com- 
mission’s offices at 718 Jackson Place NW. 

The $25,000 allowed by the House is not even sufficient for the salaries of the 
Director, one research attorney, and two stenographers, with nothing for travel 
and subsistence to permit the Commission and Advisory Committee to hold meet- 
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i 


ngs. On the other hand, the $25,000 would be sufficient for the travel and sub- 
istence expenses of the Commission and Advisory Committee to hold meetings 
n Washington, but not to compensate a Director, or hire a staff. Neither alter- 
1ative would permit the Commission to function. An appropriation of only 
$25,000 would in effect be tantamount to a repeal of Public Law 85-906. 

The entire amount authorized by Public Law 85-906, $75,000, is barely suf- 
ficient for minimum operations for 1959. 


—~ m 


Object classification 


1959 estimate | 1960 estimate 


Full-time equivalent of all other positions 


" 


2 9 
Average number of all employees 2 5 
Number of employees at end of year 9 | 
Personal services: 
Positions other than permanent , $17, 150 $34, 350 
Travel. - Yae-< 2 5, 000 10, 000 
Transportation of things-- an4 —e , 250 250 
Communication services. __-- eed ‘4 5 500 1, 800 
Printing and reproduction --- fies tM) i ; , 1,000 
Other contractual services - - bab i ak tBben Sabbe Sic Fe 500 1, 000 
Supplies and materials _ - iniciesta ; ; : 300 200 
Cl nd indian oa ‘ oa : 1, 000 |. ea 
Taxes and assessments Simp cneace ae Ponswiene 400 900 
~~ - + | —- -—_—____ 
Total costs (obligations)_....-- dh ntvitietie Gibbins tenn nding te 25, 500 | 49, 500 


ee 


Public Law 85-906, 85th Congress, H.R. 4642, September 2, 1958 


AN ACT To establish a Commission and Advisory Committee on International Rules of 
Judicial Procedure. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


ESTABLISHMENT OF THE COMMISSION ON INTERNATIONAL RULES 
JUDICIAL PROCEDURE 


OF 


Secrion 1. There is hereby established a Commission to be known as the 
Commission on International Rules of Judicial Procedure, hereinafter referred 
to as the “Commission”, 

PURPOSE OF THE COMMISSION 


Sec. 2. The Commission shall investigate and study existing practices of 
judicial assistance and cooperation between the United States and foreign 
countries with a view to achieving improvements. To the end that procedures 
necessary or incidental to the conduct and settlement of litigation in State and 
Federal courts and quasi-judicial agencies which involve the performance of 
acts in foreign territory, such as the service of judicial documents, the obtaining 
of evidence, and the proof of foreign law, may be more readily ascertainable, 
efficient, economical, and expeditious, and that the procedures of our State and 
Federal tribunals for the rendering of assistance to foreign courts and quasi- 
judicial agencies be similarly improved, the Commission shall 

(a) draft for the assistance of the Secretary of State international agree- 
ments to be negotiated by him; 

(b) draft and recommend to the President any necessary legislation: 

(c) recommend to the President such other action as may appear ad- 
visable to improve and codify international practice in civil, criminal. and 
administrative proceedings: and 

(d) perform such other related duties as the President may assign. 


MEMBERSHIP OF THE COMMISSION 


Sec. 3. (a) The Commission shall consist of nine members. The President 
shall annoint five members, three of whom shall be public members and two of 
whom shall be officials of State government whose positions give them knowledge 
of judicial and quasi-judicial procedures in the States. The Secretary of State 
shall appoint two representatives of the Department of State and the Attorney 
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General shall appoint two representatives of the Department of Justice. The 
Commission shall elect a chairman from among its members. 

(b) Vacancies in membership of the Commission shall be filled in the same 
manner as in the case of original designation. 

(ec) Seven members shall constitute a quorum. 

(ad) Members of the Commission who are appointed by the Secretary of State 
and the Attorney General shall serve without compensation in addition to that 
received for their services in the Government. 

(e) The public members of the Commission shall each receive $50 per diem 
when engaged in the actual performance of duties vested in the Commission, plus 
reimbursement for travel, subsistence, and other expenses incurred by them 
in the performance of such duties. 

(f) Service of an individual as a member of the Commission or employment 
of an individual by the Commission shall not be considered to be service or em- 
ployment bringing such individual within the provisions of sections 281, 283, 
984, 434, or 1914 of title 18 of the United States Code, or section 190 of the Re 
vised Statutes (5 U.S.C. 99). 


THE DIRECTOR AND STAFF 


Sec. 4. (a) The Director of the Commission shall be appointed by the Com- 
mission without regard to the civil-service and classification laws, and his com- 
pensation shall be fixed by the Commission without regard to the Classification 


Act of 1949, as amended. ¥ 
(b) The Director shall serve as the Commission’s reporter, and, subject to the an 
direction of the Commission, shall supervise the activities of persons employed oi 
under the Commission, the preparation of reports, and shall perform other duties 2 
assigned him within the scope of the functions of the Commission. <a 
(ec) Within the limit of funds appropriated for such purpose, individuals may “ 
be employed by the Commission for service with the Commission staff without ¢ 
regard to the civil-servicé and classification laws, and services may be procured e 
as authorized by section 15 of the Act of August 2. 1946, as amended (5 U.S.C. ae 
hha), but at rates for individuals not in excess of $50 per diem. “ 
ESTABLISHMENT OF THE ADVISORY COMMITTEE o 
Sec. 5. (a) There is hereby established a committee of fifteen members to be 
known as the Advisory Committee on International Rules of Judicial Procedure ‘ 
(hereinafter referred to as the ““Advisory Committee”), to advise and consnit with 2 
the Commission. The Advisory Committee shall be appointed by the Comunis- d 
sion from among lawyers, judges of Federal and State courts, and other persons bi 
competent to provide advice for the Commission. “ai 
(b) Members of the Advisory Committee shall not be deemed to be officers or mi 
employees of the United States by virtue of snech service and shall receive no te 
compensation. Members of the Advisory Committee who are not otherwise officers o 
or employees of the United States shall be entitled to travel and subsistence ex- #3 
penses as authorized by section 5 of the Administrative Expenses Act of 1946, as | 


amended (5 U.S.C. 73b—2), for persons serving without compensation. in »ecord- 
ance with the provisions of the Travel Expense Act of 1949, as amended (5 U.S.C. 
835-842). 


GOVERNMENT AGENCY COOPERATION 


Sec. 6. The Commission is authorized to request from any department, agency. 
or independent instrumentality of the Government any information it deems 
necessary to carry out its functions under this Act; and each such department, 
agency, and instrumentality is authorized to cooperate with the Commission and, 
to the extent permitted by law, to furnish such information to the Commission, 
upon request made by the Chairman or other member designated to act as Chair- 
man. 

ADMINISTRATION 


Sec. 7. (a) For administrative purnoses only, the Commission and the Advisory 
Committee shall be attached to the Department of Justice. 

(b) The Commission shall render to the President annual reports for trans- 
mission to the Congress. 


88932-—59 $2 
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The Commission shall submit its final report and the Commission and the 
Advisory Committee shall terminate and wind up their affairs prior to December 
81, 1959. 

AUTHORIZATION OF APPROPRIATIONS 


Sec. 8. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such amounts, not to exceed a total of 
75,000, as may be necessary to carry out the provisions of this Act. 
Approved September 2, 1958. 
APRIL 2, 1959. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, U.S. Senate, Washington, D.C. 


Dear SENATOR HayvEN: The Commission on International Rules of Judicial 
Procedure would like very much to have your committee consider an amendment 
to the second supplemental appropriation bill (H.R 5916) for the fiscal year 
1959, as indicated. This was contained in the original Budget submission but 
not approved by the House. 


Commission on International Rules of Judicial Procedure: 


lah le neh kalba en re haere mnentemnt enim 75, 000 
i caleeecbicarbab ek bn ias tesdaresbananenrebbedabasereiniemeeen 25, 000 
a hbase mand arte etiovhasdnenishinenehinreyt 50, 000 
a a acl de cha cc etree bn nen len dslnd pes beside hes nist 50, 000 


Your earnest consideration of this request will be appreciated. We shall be 
glad to furnish such further information as may be desired during the hearings 
on the bill. 

Yours sincerely, 
MALCOLM R. WILKEY, 
Secretary, Commission on International Rules of Judicial Procedure. 


COMMISSION ON INTERNATIONAL RULES OF JUDICIAL PROCEDURE 
(House bill p. 18) 
(House hearings p. 790) 


ceca eg a ai a a cc ccenenineimen eoiiopecns 
CN cas ania ernesignninenminean $75, 000 
ee ey PN i ee nn eee nana 25, 000 


AMENDMENT REQUESTED 


The Comission requests the following amendment: 
Page 18, line 25, strike out “$25,000” and insert “$75,000”, the estimate, or an 
increase of $50,000. 
EXTRACT FROM HOUSE REPORT (P. 9) 


“The bill includes $25,000 for activities of this Commission. When the authori- 
zation for this appropriation was being considered in the House, it was stated 
that the cost would not exceed $5,000. This Commission was created to make 
a study and recommend ways to improve judicial assistance and cooperation 
between the United States and foreign countries. A large staff should not be 
necessary for this purpose and the amount provided should be adequate.” 


JUSTIFICATION 


This appropriation is for the life, under existing legislation, of the Commis- 
sion on International Rules of Judicial Procedure which was est»blished by 
Public Law 85-906 for the purpose of investigating and studying “existing prac- 
tices of judicial assistance and judicial cooperation between the United States 
and foreign countries with a view of achieving improvements.” “Judicial assist- 
ance” is defined in the act as “the procedures necessary or incidental to the con- 
duct of litigation * * * in State and Federal courts and quasi-judicial agencies 
(administrative tribunals) which involve the performance of acts in foreign 
territory, such as the service of judicial documents, the obtaining of evidence 
and the proof of foreign law.” 

The principal task prescribed by the Congress for the ‘Commission is the 
drafting of international procedural agreements for negotiation by the Secretary 
of State, and the drafting and recommendation to the President of other legisla- 
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tion, such as amendments to or revision of relevant provisions of the Judicial 
Code, the Criminal Code and the Federal Rules of Civil and Criminal Procedure. 
Study of the procedures of foreign countries as well as of our Federal and State 
courts is necessary. 

The Commission consists of nine members of which three are public members, 
two are officials of State governments, and four are representatives of the 
Department of Justice and the Department of State. 

The members of the Commission receive their travel and subsistence expenses. 
The three public members will receive fees of $50 per day when actually engaged 
in the work of the Commission. 

An Advisory Committee will consist of 15 members chosen from lawyers, 
judges and law teachers all over the United States. The members of the Advisory 
Committee will receive their travel and subsistence expenses but no compensa- 
tion. 

There is a full-time Director of the Commission who is to supervise the staff, 
direct planning and research and act as reporter in the drafting of international 
agreements and other legislation. 

The Commission is attached to the Department of Justice for administrative 
purposes. The act creating the Commission provides that it shall submit its 
final report and wind up its affairs prior to December 31, 1959. It authorizes an 
appropriation of not to exceed $75,000. This request is for that sum. 

The study necessary to recommend a reasonably complete reform of inter- 
national practice and procedure in the three topics mentioned in the act estab- 
lishing the Commission is a task of vast dimensions. Such a program would 
include the drafting of procedural agreements with the common law jurisdic- 
tions of the British Commonwealth countries, with the civil law countries of 
Burope, with those of Latin America, and with the principal countries of Asia 
and Africa—perhaps 70 in all—many of which are federal states with proce- 
durally autonomous political subdivisions such as the cantons of Switzerland, 
the Provinces of Canada, and the states of Mexico and Argentina. It has heen 
estimated that there are as many as 350 procedurally autonomous jurisdictions 
in the world. 

Of the $75,000 requested by the Commission the sum allocated to personal 
services, that is, the fees of the three public members and the salaries of the 
Director and the staff, for the calendar year 1959, is $51,500. A minimal staff 
of six is contemplated—the Director, two junior research attorneys, and three 
clerical employees. The amount for the salaries of the staff for the 9 months 
remaining in 1959 is $35,500—$15,000 is for travel which will largely go for 
the transportation and subsistence expenses of the Commission of 9, and the 
advisory committee of 15in attending meetings in Washington. 

The balance of $8,500 is allocated to such minor items as communication 
services, printing and supplies. Only $1,000 is asked for equipment most of 
which will have to be borrowed from the Department of Justice. No less than 
$25,000 would be necessary to purchase furniture and equipment for the Com- 
mission’s offices at 718 Jackson Place NW. 

The $25,000 allowed by the House is not even sufficient for the salaries of 
the Director, one research attorney and two stenographers, with nothing for 
travel and subsistence to permit the Commission and advisory committee to 
hold meetings. On the other hand, the $25.000 would be sufficient for the travel 
and subsistence expenses of the Commission and advisory committee to hold 
meetings in Washington, but not to compensate a Director, or hire a staff. 
Neither alternative would permit the Commission to function. An appropria- 
tion of only $25,000 would in effect be tantamount to a repeal of Public Law 
85-906. 

The entire amount authorized by Public Law 85-906, $75,000, is barely suffi- 
cient for minimum operations for 1959. 


AMERNAN BAR ASSOCIATION, 


April 8, 1959. 
Hon. Cart. HAYDEN, 


Senate Appropriations Committee, 
U.8. Benate, Washington, D.C. 


My Dear Senator: I am informed that your committee has before it the 
appropriation for the Commission on International Rules of Judicial Procedure. 
The American Bar Association has, over a substantial period of years, actively 
supported proposed legislation for the creation of this Commission. 
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The association’s interest and support is evidenced in communications from 
successive presidents of the association as well as by the testimony which I 
offered at the hearings both in the House and in the Senate, as the authorizeg 
representative of the association. 

The President has appointed a distinguished Commission under the statute 
of which former Attorney General Brownell is the Chairman. Preliminary con- 
sideration has been given to the appointment of a Director and staff, as apy- 
thorized in the statute, and to the appointment of an advisory committee, as 
authorized in the statute. 

However, the House of. Representatives fixed an appropriation of $25,000 
effective for the entire life of the Commission. This limitation on effective 
operation of the Commission will so completely frustrate its activities as to 
accomplish an implied repeal of the act of Congress. 

I am informed that the Commission has submitted a justification for an 
appropriation of $75,000 to cover the period to December 31, 1959. May JT 
express my hope that your committee will approve this request, in order that 
the Commission, its staff and the advisory committee may be or 
may commence effective operation. 

Very sincerely yours, 


ganized and 


PHILIP W. AMRAM, 
Chairman, Committee on International Judicial Cooperation. 


GENERAL STATEMENT 


Chairman Haypen. All right, Mr. Wilkey, tell us about the request. 

Mr. Wirxey. Mr. Chairman, gentlemen of the committee, this Com- 
mission on International Rules of Judicial Procedure was set up as 
a study group to draft possible statutes and possible treaties to im- 
prove the procedure in both the Federal and the State courts in 
regard to matters involving international litigation. 

As probably the members of the committee are familiar, since 
World War II there has been an increased amount of litigation of 
all sorts which involve the getting of evidence abroad, 
process, the obtaining of documents abroad. 

That amount of litigation i is unparalleled in our history. We have 
found that the rules of procedure in our courts are not adapted to 
obtaining that, and also in foreign countries, we find great difficulty, 
and I say we I means American citizens as well as the American 
Government, in obtaining evidence for use in our courts in 
types of litigation. 

Now the preparation of statutes or preparation of treaties which | 
might be enacted is what this Commission is called upon to study and 
recommend. 

This is what generally is referred to as the process of international 
judicial assistance. This Commission is composed of nine members, 
the three public members being former Attorney General Brownell 
and former president of the American Bar Association, Charles 
Rhyne, former Assistant Secretary of State, ee Holland. 

Senator Sauronstatt. Mr. Chairman, would the witness yield for 
just this question ? 

Mr. Wiikey. Certainly. 


the service of 


various 


FINANCING FROM PRESIDENT’S SPECIAL FUND 


Senator SALTonsTALL. You received $25,000 from the President’s 
special fund. 
Mr. Wirxey. On a loan basis, sir. 


Senator SALTONSTALL. On a loan basis and on—— | 
Mr. Wiikey. Yes. sir. 
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Senator Savronsrann. And the House recommended $25,000 
more—— 

Mr. Witkey. Not more. 

Senator SatronsTatu. Well appropriated $25,000 which you would 
use to pay back the President. 

Mr. Wivkey. That is right. 

Senator SaLToNsTALL. And now that would leave you $50,000 which 
you say as I read your statement that would cover 2 years, that would 
cover the fiscal year 1959 and the 9 al vear 1960 ¢ 

Mr. Wikey. Up to December 31, 1959, one-half of the fiscal year 
in 1960. 

Senator SaLtronstaL.. Have you any money in the 1960 budget ? 


EXPIRATION DATE OF COMMISSION 


Mr. Wiikey. We have not any money in the 1960 budget because 
the life of the Commission is supposed to expire December 31, 1959, 
as the Jaw stands now. 

Senator SALTONSTALL. So you are asking us to appropriate to pay 
back the President’s fund of $25,000, and to give you the money to 
carry on until] December, which would amount to $50,000? 

Mr. Witkry. Yes, sir. 

Senator SALTONSTALL. $50,000 of new money ? 

Mr. Wirkry. We are asking you to restore the $50,000 which was 
cut by the House, to make the total appropriation be that which was 
authorized in the original act of $75,000. In our view a total of $75,- 
000 from April 1 to December 31, of the calendar year 1959 is essential 
if this Commission is to do anything as it was intended to. 

Senator Sarronstatn. In other words, if we did not give you the 
money now you would not be able in your opinion to go forward after 
July 1 with any surety, in other words, you want your money now so 
as to know you can complete it by December ? 

Mr. Wirkey. That is correct. We think that our funds would be 
exhausted by July 1, and we would have nothing to operate on and 
we could not in any fashion complete or do any of the work that was 
intended for this Commission to do. 


REPAYMENT TO PRESIDENT’S FUND 


Senator SatronstaLu. Why is it necessary to pay back the Presi- 
dent’s fund ? 

Mr. WILKE y. That is the basis in which we got the money. The 
President’s fund was not set up to pay the expenses of this Commis- 
sion, We negotiated that loan of $25,000 before the House acted and 
at a time when we felt that the $75,000 would in all reasonable prob- 
ability be granted. We got the $95,000 so we could get started before 
this first appropriation came through. 


Senator Sattonstrauu. If we did not do anything, now, and left it 


where it was, would you feel an obligation to pay back the $25,000 
and call off the job? 
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EFFECT OF REDUCTION OF FUNDS 


Mr. Wirxry. We would not call off the job, but I do not know how 
we would continue very well after July 1. We would pay back the 
$25,000 with the funds appropriated by the House. We would have 
to do that. That would leave us by July 1 with nothing in the treas. 
ury so to speak, and our operations would be stalled until we could 
come again before one of the committees of Congress and get some 
money. ‘Twenty-five thousand dollars would not enable us to hire any 
kind of a staff, would not enable the Commission to hold meetings, 
would not enable the Advisory Committee, which is provided for by 
the statute to function in any way. We have very modest aims as 
far as an overhead is concerned. One staff director, two junior 
lawyers, and three stenographers, that is all. The rest of the money 
is necessary for the incidental overhead expenses. 

Chairman Haypen. Who has been doing the work of the Commis. 
sion up to now ? 

Mr. Witxery. The members of the Commission and Mr. Harry 
LeRoy Jones who is the staff director. Mr. Jones I think technically 
at the present moment is on the Justice Department pay roll in the 
Alien Property Division. But he has had 15 years experience in this 
field and he has been selected as the staff director to carry on this 
work, and he has been devoting what time he could toward the work 
of the Commission. 


TOTAL OBLIGATIONS TO DATE 


Senator Pastore. How much of the $25,000 that you borrowed from 
the President’s fund have you already spent? 

Mr. Wirixey. I cannot answer that in detail. May Mr. Jones can. 

Mr. Brown. We have obligated around $2,000. 

Senator Pastore. You still have $23,000 of that fund left ? 

Mr. Witxey. That is correct, sir, unobligated. 

Senator Pastore. You had it for how long? 

Mr. Wirxey. There is no limitation on that. 

Senator Pastorr. When did you borrow the money ? 

Mr. Brown. March 7 

Mr. Wirkey. I was going to say in March. 

Senator Pastorr. March 7? 

Mr. Brown. Yes, sir. 

Senator Pastore. Now, you said if you do not get this you will have 
to come back. As I understand from you this Commission dies as 
of December 31, 1959. How could you come back if you do not get 
it in a supplemental? It is not in the regular budget for the fiscal 
1960. You go out of existence at December 31. We adjourn here 
around the 1st of August, I hope. When would you come back? 

Mr. Wirxey. I meant by that, Senator, I believe it was the intent 
of Congress here that this Commission should do something. It 
has some very worthwhile objectives which it can achieve at a modest 
cost to provide the judicial assistance that our litigants need in the 
courts. If the Congress intended that this Commission should func- 
tion and do something, and because of the appropriations situation 
it was not allowed this year to do anything, I think that we should 
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ask the next session of Congress to authorize the Commission to 
function and to appropriate the proper amount of money for it. 

Senator Pastore. But now does the granting of the $50,000 as a 
restoration contemplate the discharge of ‘the man that has been loaned 
to you by the Alien Property Office ¢ 

r. Witxey. Contemplate the discharge? 

Senator Pastore. I mean the withdrawal and hiring someone else 
in his stead ? 

Mr. Witxry. No. Mr. Jones, who is here with me, at the present 
moment is with the Department of Justice in the Alien Property 
Office. It is contemplated he will be the Staff Director. 

Senator Pastore. He will remain anyway, no matter what happens. 

Mr. Wiikey. Well, I do not know that the Commission contem- 
plates 

Senator Pastore. You see, what I am trying to determine. I am 
not trying to confuse you, maybe I am doing just that. 

Mr. Wiikey. No. 

Senator Pastore. What I am trying to determine here is what hap- 
pens to this very important work in the event you do not get the 
$50,000% Does it come to an end as Mr. Saltonstall has suggested 
or will the work go on anyway, and you would not pay the President 
back until later on when you, maybe you have a better chance of 

etting the money. Exactly what will happen, I think we ought. to 
ave in the record. 

Mr. Wivxey. If the $25,000 only is allowed, and I most sincerely 
hope it will be increased to that which was authorized by Congress 
originally, we will have to pay back the President. Out of that $25,000 
we will operate as long as we can and do as much as we can. 

Now, on our present modest basis of operation, that would carry 
us to roughly July 1 or so. After that time things would just come 
toa halt I suppose. I donot think the Commission would contemplate 
asking Mr. Jones or anybody else to serve without pay. 

And I do not see how we could function without funds. 

Senator Pastore. Mr. Jones is being paid by the Justice Depart- 
ment anyway, is he not? 

Mr. Witkery. At the present moment he is. But—— 

Senator Pastore. That is why I asked you the question. Do you 
contemplate paying him directly out of Commission’s funds, once this 
is granted ¢ 

Mr. Witkry. Definitely. 

Senator Pastore. Definitely ? 

Mr. Wirxey. Definitely. We would have to I believe under the 
law. We cannot use Department of Justice’s funds. 

Senator Pasrorr. You are doing it now. 

Mr. Wirxry. No. He is working full time as a member of the 
Department of Justice in the Office of Alien Property, Senator. The 
work that. he—— 

Senator Pasrorr. Let me ask you this question. Do you actually 
need the whole $50,000 ? 

Mr. Wirxkey. Yes, sir. 

Senator Pasrore. "All of it? 

Mr. Winxey. Yes, sir. 
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COMMENTS ON HOUSE REPORT 

Chairman Haypen. The House committee report reads : 

The bill includes $25,000 for activities of this Commission. When the authoriza- 
tion for this Commission was being considered in the House it was stated the 
cost would not exceed $5,000. 

Mr. Winkry. Lam aware of that. 

Chairman Haypen (reading). 

This Commission was created to make a study between the United States 
and foreign countries. <A large staff would not be necessary for this purpose, 
and the amount of funds would be adequate, the $25,000. 

Mr. Witkery. When we came before the House committee, the chair- 
man cited the record in the House of Rep ‘esentatives when this bill 
was enacted. It was my first knowledge that such a figure of $5,000 
had ever at anytime been mentioned. Because if the gentlemen of 
the committee will look at the law itself, in paragraph 4, it talks about 
setting up a Director of the Commission and other employees. Of 
course, by $5,000 you could only get about one stenographer, much 
less pay ‘the expenses of Staff Director and two lawyers, or other 
clerical help. 

Chairman Haypen. Who testified to that effect before the House? 

Mr. Wiikey. Congressman Walter said that on the floor of the 
House at the time the bill was presented. And I have been unable 
to find out on what basis such a statement in regard to $5,000 was 
made. That wasanerror of some sort. The why of it, I do not know. 

Chairman Haypen. Maybe a slip of the tongue, he meant to say 
$50,000. 

HOUSE HEARINGS 


Senator Atiorr. Will the chairman yield at that point. 

I have on page 739 of the House hearings, my colleague from the 
Fourth District of Colorado objected when this bill was called up. 
And Mr. Walter then said, 


I would not imagine the cost exceeding $5,000 at the most. 

Mr. Cetier. If the gentlemen will yield, I agree with the gentleman from 
Pennsylvania. The cost would be very nominal, at most possibly to defray the 
cost of some representative abroad. Most of the work will be done here by 
members of the American Bar Association. 

Senator ALLoTr (reading). And various other bar associations as well as the 
State Department. 

Mr. ASPINALL. I withdraw my reservation. 


Mr. Wirxey. I am aware of that colloquy on the floor of the House, 
Senator. And I cannot reconcile that colloquy with the very text of 
the law which was passed by the Congress because the law itself, which 
is printed on either that page of the ( ‘ongressional Record or the very 
next page, the law is something completely different. Because it 
talks about a Director and other personnel and meetings of the 9-man 
commission and 15-man advisory committee and providing the ex- 
penses for such. 

And it could not have been in reasonable contemplation of anyone 
analyzing this statute that it could be done for $5,000. I think the 
American Bar Association does have a program in a related field, not 
this one, and I suggest that perhaps the Congressman was thinking 
about that instead of this law. 
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APPROPRIATION AUTHORIZATION LANGUAGE 


And I call again your attention to paragraph 4, section 4 of this 
statute and the last paragraph which authorizes $75,000. And the 
$75,000 figure is reasonable when construed with the rest of the statute, 
and the objectives which are set forth here. The $5,000 figure is not. 


OBLIGATIONS FROM EMERGENCY FUND 


Chairman Haypen. Has any of the money been actually obligated, 
any of the $25,000 ? 

Mr. Wiikey. $2,000. We really have not gotten started yet. We 
have only held two meetings of the Commission. We have appointed 
Mr. Jones as the staff director, and that is all that we have been able 
todouptonow. We intend to go forward at a much more accelerated 
pace but I will say this: That the action of the House in allowing only 
$95,000 has created great uncert: ainty of our ability to getting the 
personnel to work with this C ommission.. 

Senator Cnavez. But, sir, you have $23,000 of borrowed money and 
the House has allowed you $25,000 more. That makes $48,000 that 
will be available. 

Mr. Wiikey. With all due respect, I beg to differ with the Senator. 
If we pay back our loan as we said we would, we will wind up—we 
only have $23,000 at the present time, not $48,000. 

Senator Cuavez. It might be a good thing to save the whole amount 
and stop right here. 

Senator ExLenper. That is what I was going to suggest. 

You know, Mr. Chairman, this is another example of where Senators 
who serve on this committee become confronted with some of the 
foolish laws enacted. Every one of them entails the expenses of some 
kind or another. 

COMMISSION MEMBERS 


As TI recall, this Commission was supposed to have been composed of 
members from the Attorney General’s Department, members of the 
bar, the various bar associations. When Mr. Wilkey testified before 
the House he stated: 

The Commission is composed of nine members, three public members being 
former Attorney General Brownell, who was elected Chairman; Charles Rhyne, 
iminediate past president of the American Bar Association; Henry Holland, a 
private practitioner in New York and former Assistant Secretary of State for 
Latin American 4 ffiirs. 

Justice Breitel of the New York appellate division is on the Commission, Mr. 
Beckor and Mr. Hanes of the State Department, as well as Mr. Rankin and 
myself. 

It strikes me that all of this work could easily be handled by the 
Justice Department. 

Mr. Witkry. Senator— 

Senator Exienper. If it were left to me I would not give you 
a nickel. 

SPECIALIZED UNDERTAKING 


Mr. Wirkey. | regret to hear the Senator say that, because we do 
need more than a nickel. I do not think we have an overflow of 
lawyers in the Department of Justice. We have our regular duties. 
But this is a specialized undertaking. This involves work with repre- 
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sentatives of the bar and judiciary in foreign countries. The State 
Department has an interest in it as well as the Department of Justice 
and the organized bar of the country has an interest in it too. That 
is why they are represented on the Commission by three members and 
that is why we have two. 

Senator EL.tenper. What do you expect to find? What kind of 
report do you expect to present and what good will it do? 

Mr. Wiikey. We expect to work out proposed statutes in this coun- 
try and in foreign countries which will modify 

Senator ELtenper. For what? 

Mr. Wirxry. To modify the rules of judicial procedure to enable 
American citizens or the American Government, if it is a litigant, 
to obtain evidence abroad in foreign countries, to be able to serve 
process abroad, to be able to obtain evidence of foreign law, for use 
in American courts. 

Senator Enienprr. That will entail the enactment of laws by 
foreign countries, would it not? 

Mr. Wirxey. Yes. 

Senator ELtenver. How do you expect to do that? 

Mr. Wiikey. By the cooperative effort of these men in other coun- 
tries. They have a similar interest here. We have to work out ar- 
rangements that will reconcile the judicial processes of different law 
systems. We have a common law system. Theirs is a civil law sys- 
tem. And even in the other common law systems in England and 
other Commonwealth countries, the rules of procedure are different. 
We must work out arrangements that are satisfactory and compatible 
with our system of procedure and with foreign systems too. That 
takes study and work and examination of the procedural rules in 
the various countries. 

Senator Ettenver. What you are going to do, finally, though, is to 
recommend that thus and so be done by foreign countries? 

Mr. Wirxry. And by this country. 

Senator Ettenper. I wonder why it is that the American Bar Asso- 
ciation does not undertake a studv of this kind? Why should this 
cost be imposed on the Government ? 

Mr. Wiixry. Senator, some studies of that nature have been made 
in the past, but they have not been complete and they have lacked the 
official status that was thought necessary and desirable to give this 
Commission composed of representatives of the public, also of the 
State judiciary. You know there are two State judges on this Com- 
mission andthe two Federal Government Departments most con- 
cerned. And it was thought advisable to put this in the form of an 
official commission, which could put together this work and make 
the recommendations which could then be enacted by the Congress or 
negotiated in the form of treaties by the Secretary of State. 

Senator Ettenpver. When was the last study made? 





HARVARD STUDY 


Mr. Wixey. The basic study on this was the-Harvard Research 
Draft which was published in 1939. There have been other fragmen- 
tarv studies since then. but that was the important one. 

Senator Exrrevner. This is the first by the Federal Government? 


Mr. Wirxey. Yes, indeed. 








te 


at 
id 


of 


le 
it, 
ve 


rch 


en- 


nt? 


EEE 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 505 


Senator ELtenper. Can you tell us from what particular fund the 
President obtained the $25,000 ? 

Mr. Wirkey. I understand it was the President’s emergency fund. 

Senator ELtenpver. Which emergency fund ? 

Mr. Wivxey. The fund provided in the Public Law 85-468 for ex- 

nses necessary to enable the President through such officers or agency 
of the Government as he may designate to provide in his discretion 
for emergencies affecting the nationa] interest, security or defense 
which may arise at home or abroad during the current fiscal year, $1 
million. That was the fund. 

Senator ELLenper. Since the President felt this to be an emergency, 
and since he has that fund for that use, I do not see why you have to 

ay it back. Why do you not go to him and get the rest of it. That 
is what I would do if I were you, because you would probably have 
a better chance. , 

Mr. Wiikey. Senator, we think because of the law passed by Con- 
gress it was intended that the reasonable sum of $75,000 should be 
appropriated to pay the expenses of this Commission. We are under- 
taking to carry out the act of Congress as passed and to do that 
we have carefully considered the budget which will be necessary, 
which is $75,000, and to get started at the earliest possible date, we 
went to the President and asked for the loan of $25,000. 

Senator ELtenper. I would wager that this bill was passed on the 
consent calendar without anybody knowing what was in it. So many 
are passed that way, and as I said it, you have to be a member of this 
committee to find out the large number of foolish laws obtaining 
congressional approval. 


POSSIBLE RECOMMENDATIONS OF COMMISSION 


Senator Cravez. Not only that, the gentleman said the Commission 
intends to possibly recommend legislation to Congress and I have not 
seen a piece of legislation authorized by Congress that does not entail 
lots of expenditures, peanuts compared to what that law is. 

Senator Etitenper. Mr. Chairman, may I say this: Not only rec- 
ommendations made to this Congress, but recommendations made to 
about 89 countries of the world. 

Mr. Witxey. I would not want the Senators to think we are work- 
ing alone in this field. There are groups, T do not know what official 
status they have, but there are groups in other countries. 

Senator ELttenner. Bar associations? 

Mr. Witxey. Certain organized bars in other countries are studying 
this same problem, and we hope to work with them and get action 
taken in a reciprocal fashion. 

Senator E,.ienper. They are primarily bar associations. I do not 
see why a project of this kind should not be undertaken by the Ameri- 
can Bar Association, because all of this would more or less inure to the 
benefit of the lawyers of this country and the lawyers of other coun- 
tries who would reciprocate. 


STATUTORY ACTION AND NEGOTIATION OF TREATIES 


Mr. Witxry. Senator, since this will ultimately, we hone, involve 
statutory action or the negotiation of treaties by the Secretary of 
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State, it was thought desirable to have the study made and the recom. 
mendations come from a Commission of the Government rather than 
any private body. That was the desire and the intent. And in answer 
to the Senator’s expressed apprehension about anything that we might 
recommend costing additional money, I would point out that the things 
which we would recommend would have to do with modifying the r ules 
of procedure in our courts to effectuate the objectives which I have out- 
lined, and those changes in procedure I think are not going to involve 
any enormous sums of money. 

Senator Pastore. Mr. Wilkey, as I understand, you are connected 
with the Justice Department_yourself ? 

Mr. Winker. Yes, Senator. 

Senator Pasrorr. If you did not:have to replace Mr. Jones, and you 
did not have to replace you, and you did not have to pay back the 
$25.0°0 to the President’ s emergency fund, and the House already 
has given you $25,000 more, how much money would you need down to 
the bone toc mnanplete your work ? 

Mr. Wiixery. Senator, somewhere I lost the question. Could you 
repeat it, please. " 

Senator Pastore. You say you got to pay the $25,000 back to the 
President? You borrow $25,000 from the President’s fund, right. 

Mr. Wirxey. Right. 

Senator Pastore. Let us assume you do not have to pay it back. 
Now, yon have getten $25,000 from the House. 

Mr. Wirxry. Right. 

Senator Pastore. Correct. Now your loan to this Commission by 
the Justice Department ? 

Mr. Wirxry. Well, this you might say is in addition to my other 
duties. 

Senator Pastore. Your loan at the present time? 

Mr. Wirkey. Yes. 

Senator Pastore. And so is Mr. Jones? 

Mr. Wirxey. No, Mr. Jones is not loaned to Commission, and under 
the law, as we understand it, cannot be. 

Senator Pastore. How has he been acting as Director of this Com- 
mission? Has he been violating the law? 


ACTIVITIES OF STAFF DIRECTOR 


Mr. Wixkey. He is actually a staff director without a staff, Senator, 
and because of his long-time interest in this field, he has been helping 
the Commission prior to the approval of the appropriation, and he 
has been doing it you micht sav in his spare time while performing 
the full-time job in the Office of Alien Property. Now it is contem- 
plated when the appropriation is authorized that Mr. Jones will cease 
his connection with the Department of Justice and become full-time 
staff director of this Commission. Mr. Jones cannot be loaned to the 
Commission. 

Senator Pastorr. We ran into that with relation to the election 
board of the District. The District of Columbia had loaned a man to 
that election board and the question came up here in view of the action 
of the House, and the Commission agreed to let that man remain on 
there to perform the function that he was performing as a paid em- 
ployee of the District of Columbia. 
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Now it must be obvious to you what a roadblock you have run into 
this afternoon. I mean I am trying to get you to be a little realistic 
about this. I do not think we, as members of the Appropriation Com- 
mittee, have any reason to repeal any law. You are in existence by a 
legislative fiat by the Congress of the United States. But you are run- 
ning into a little trouble on appropriations. You already have $23,- 
000 in your fund. The House has already granted you $25,000 more, 
there are two men serving on that Commission who have been doing 
work for 2 months now and can do it for the rest of the 7 or 8 months. 
[am asking you what is the minimum figure that you ei need so 
that we can culminate this matter ? 


COMMITMENT TO PRESIDENT’S FUND 


Mr. WiLkKryY. Senator, we feel in all fairness to our commitment to 
the President’s fund and the way these things are handled that we 
must repay that. 

Rnter Pasrore. I know, you said that 20 times already. Let 
us assume that Mr. Brownell, who in all probability got you the 
original loan, would allow the President to defer so you would not 
have to go out of existence, would the $25,000 be given to you by the 
House, what is the minimum figure you would need in order to do 
your job? 

Mr. Wiikey. We need a total of $75,000 to December 31, 1959. 

Senator Pastore. Well, I am afraid your persistency is going to 
lead to nothing. 

Senator ErLenper. That is right. 

Mr. Wiikey. Senator, I wish you would examine the situation. 

Senator Pastore. I agree with the nobility of the work. I think 
the work has to be done, but apparently the rest of the members of 
this committee do not share the same point of view as I do. All Iam 
trying to do is get you down to a basic bone figure in order to 2 your 
work, but you would not cooperate. You keep saving $75,000, $75.000, 
you would not change. Now it strikes me as Mr. ‘Jones has Seam doing 
this work for 2 months he can do it for the remainder of the 6 months. 
Why does he have to leave his job in one department and get hired in 
another Commission ? 

Mr. Wirxey. Senator, could I let Mr. Jones speak to that point? 

Senator Pasrorr. Yes. 

Mr. Jones. Senator, I have resigned, effective tomorrow close of 
business. 

Senator Pastore. I think you are awfully foolish to have done 
that. 

Mr. Jones. I may be but I have. 

Senator Pastors. You better withdraw that resignation after what 
you heard here today. 

Mr. Jones. I have to. I have been requested to in order to carry 
on the work of the Commission. 

Senator E:tenver. Who is going to take your place where you 
formerly worked ? 

Mr. Jones. Nobody. 

Senator ELLENpDER. So vou were not needed, is that. a fact? 

Mr. Jones. No, the work is winding up. 
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Mr. Wirxey. Could I ask Senator Pastore? Were we to have 
$50,000 total authorized by this committee, and go to the President’s 
fund and see if they would review our original loan basis, we would 
do the very best we could with that and we would appreciate very 
much getting the $50,000 total authorized by this committee. 

Senator Attorr. Mr. Chairman, may I? 

Chairman Haypen. Yes. 


FUNCTIONS OF COMMISSION 


Senator Atiorr. Mr. Wilkey, is not it a fact that really I think the 
nebulous character of what this Commission is to accomplish is what 
is bothering most of the members of this committee? Is this not the 
real essence of what this committee hopes to accomplish, stated in 
section 2A and B, draft agreements for the Secretary of the State to 
negotiate and to recommend to the President necessary legislation, 
and in subsection C to improve and codify international practice in 
civil and criminal law? Is this right? 

Mr. Wixxey. That is right, sir. 


SITUATION UNDER $50,000 AUTHORIZATION 


Senator Atiorr. Let me ask you this additional question: You 
borrowed $25,000 from the President’s emergency fund, as the Presi- 
dent has loaned in many other instances. Now, if this committee 
were to add anything on to the $25,000 which the House has allowed, 
would this $25,000 which the House allowed be taken from you im- 
mediately and go back into the President’s emergency fund, and would 
that then leave you strapped ? 

Mr. Witxey. It was our commitment to the President’s emergency 
fund that we would repay it, yes, sir. But as I said in response to 
Senator Pastore’s question, if this committee could grant $50,000 total 
authorization, we would go back to the President’s fund and say, can 
you let us have the $25,000 not on a loan basis but to enable us to carry 
on the indicated work of the Commission for the indicated period of 
time. 

Senator Atuorr. Thank you. 

Mr. Witkxey. Thank you, gentlemen. 

Chairman Haypen. Thank you. 


COMMUNICATIONS 


I have received letters from the Department of State, Depart- 
ment of Justice, and the Administrative Office of the U.S. Courts 
in which is indicated their approval of the House allowances for 
items contained in title I, of the second supplemental appropria- 
tion bill for 1959. These letters together with extracts of justifica- 
tions filed in support of the items requested by the activities will be 
placed in the record. 

(The information referred to follows:) 
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DEPARTMENT OF STA rE, 
Washington, D.C., Mar. 26, 1959. 
Hon. Cart HAYDEN, 

Chairman, Committee on Appropriations, 
US. Senate. 

Deak SENATOR HAYDEN: The second supplemental appropriation bill, H.R. 5916, 
as passed by the House of Representatives, provides $38,486,697 for activities of 
the Department of State. This is a reduction of $870,100 below the amount of 
the budget estimate. 

The Department has reexamined the program activities for which supple- 
mental funds were requested in the light of events which have transpired since 
the estimates were submitted to the Congress. As a result of this reexamina- 
tion, we believe that operations can be carried out within the amounts provided 
by the House bill. 

The Department, therefore, is not requesting any amendments to H.R. 5916. 
The enclosed table shows, by appropriation item, the amounts requested, the 
House allowances and the reductions made. The following paragraphs describe 
briefly the effect of the House action and how the Department plans to absorb 
the reductions made: 

: SALARIES AND EXPENSES 


The reduction of $210,100 eliminates the funds requested ($141,000) for staff 
strengthening in the Department to cope with increasing world Communist 
political and economic activity, and reduces the amounts requested for additional 
communication expenses and for certain additional consular activities. 

The Department is now engaged in a detailed analysis of its financial plans 
and requirements for the balance of the current fiscal year. It is our hope that 
sufficient activities and expenses can be deferred to absorb the reduction. We 
are also hopeful that arrangements can be made within existing resources to pro- 
vide by detail of personnel for the balance of this fiscal year a part of the addi- 
tional staff required to cope with the increasing Communist activities in the eco- 
nomic field. 

EMERGENCIES IN THE DIPLOMATIC AND CONSULAR SERVICE 


The funds provided in the House bill would cover the costs incurred by the 
Department in the evacuation of dependents of Foreign Service personnel from 
Lebanon, Iraq, and Jordan during the crisis there. The reduction made by the 
House eliminated additional funds requested for a classified special project. It 
is hoped that the financing of the most urgent part of the project can be handled 
from available funds. 

INTERNATIONAL CONTINGENCIES 


The House bill provides $1,100,000, a reduction of $100,000 below the budget 
estimate. The budget estimate for this item included the sum of $150,000 for 
participation in a pending International Conference on Antarctica, anticipated to 
be convened in early spring. It now appears that this conference will not be 
convened until later in the fiscal year and a portion of the costs will be charge- 
able to fiscal year 1960 funds. Thus, it appears that the reduction can be 
absorbed. 


INTERNATIONAL BOUNDARY AND WATER COMMISSION, UNITED STATES AND MEXICO, 
OPERATION AND MAINTENANCE 


The House bill includes $851,600 for emergency flood repair work on the Rio 
Grande River. This is a reduction of $60,000 below the amount requested. How- 
ever, the Department believes that adjustments can be made in the program for 
all operation and maintenance work so as to accomplish the necessary repairs 
within the funds provided. 

As indicated previously, the Department believes that by rigid economy and 
deferral of certain items operations can be carried on with the sums provided 
in the House bill and does not request any amendment thereto. 

We will be pleased to furnish any additional information your committee 
may desire. 

Sincerely yours, 


Loy W. HENDERSON, 
Deputy Under Secretary for Administration 
(For the Acting Secretary of State). 
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Analysis of amounts requested and House allowance, 2d supplemental 


appropriation bill, 1959, 








H.R. 6916 











l a 
Appropriation Amount House Reduction 
requested | allowance 
— - - . Pa ee eee | = .7 See 
TITLE I 
Ik lk at } $6,875,000 | $6, 664, 900 | —$210, 100 
Emergencies in the diplomatic and consular service ____.____-- 995, 000 | 495, 000 | — 500, 000 
Contributions to international organi ations. -..._.........___- 4, 943, 146 | 4, 943, 146 san scee 
International contingencies-..........----------.----...------ 1, 200, 000 1, 100, 000 — 100, 000 
International Boundary and Water Commission, United 
States and Mexico: Operation and maintenance-____:__-_- 991 500 | 931, 500 —60, 000 
Payment to Philippine Government--_-..--.-...-..-...---- : 23, 862,751 | 23,862, 751 oan ee 
titanate ll renseenslieencpesetinasemetesenelbinineiawectiinipmantnatinsistiad 
Total, title I-._...---..--------- Seiaeaantbnumiehebiaiicbesinn 38, 867,397 | 37, 997, 297 | ~870, 100 
Se ae —=———== 
TITLE 0 
| 
| 
Missions to international organizations-____- ite Ree ae aa 98, 200 Oe EE cen ee 
International Boundary and Water Commission, United | 
States and Mexico: Salaries and expenses___.____..-._____- 49, 000 49, 000 ee 
American sections, international commissions__............_-. 16, 800 16, 800 |___ an 
International fisheries commissions -.--~---_.....-..---.----.-- 18, 800 18, 800 |_- é 
Passamaquoddy tidal power survey...........-.-.-.---_--.--- 6, 600 | 6, 600 |- ance 
International educational exchange activities_._.......___.___- 300, 000 | 300, 000 |_ sie 
Ey MINED tic cb nceenoedneat pwgihsaudelene secs deca 489, 400 | 489, 400 | exthes cence 
—— = 3S \—— = 
Total, Department of State._............--.--.-.-..--.. 39, 356, 797 | 38, 486, 697 —870, 100 
Salaries and expenses 
nares ene 2. sn a ee $6, 875, 000 
en gd a i al 6, 664, 900 
I case esp biaree sn pminioe emahenie mgietnasio anieven 102, 300, 000 


Obligation to Dee. 31, 1958 
Expenditures to Dec. 31, 1958 


Employment : 
Average number current appropriation 
Number involved this estimate 
Actual employment Dec. 31, 1958 


Nee ee ee en dep es ckcsapeeenpockitenmorecenense-cee 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


54, 651, 862 
43, 487, 778 


119, 100, 000 


13, 318 
107 
12, 825 


The supplemental estimate provides for (1) strengthening the Department's 


ability to cope with increasing world Communist political and economic activity, 
(2) establishment of a diplomatic mission at Conakry, Guinea, (3) issuance of 
special nonquota immigrant visas to Portuguese citizens in the Azores Islands 
and visas to Dutch nationals as authorized by Public Law 85-892, (4) screen- 
ing refugees and escapees, (5) screening and processing of nonpreference Polish 
visa cases, (6) wage board increases, (7) increased Foreign Service communi- 
cation costs, and (8) increased Pay Act costs resulting from the enactment of 
Publie Law 85-462. 
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Summary of increased requirements, by program 



































Positions 
~ | Amount 
Foreien | Foreien required 
Domestic} Service | Service Total 
An eri- locals 
cans | 
raat ser ements Selatan eaetnciomtst tinea ii Med a Res oe oa Bh eT 
Strengthening of Department’s ability to cope with 

‘ncreasing world Communist political and eco- 

OTN <cartincawesnsonsmmdesatwenuntqneners Mi hiskabvcaceksucaanaanes 36 | $141,000 
Establishment of diplomatic mission, Conakry, 

Both Ao ica non toe hanes Mmdcleetad cinencte eed cnsineiesn 4 2 6 128, 471 
Public Law 85-892 special immigration program. _-...|.-.......- 4 13 17 23, 465 
Screening of refurees and escapees. -....-----...--.--|----.---.- 5 15 20 31, 028 
Nenpreference Polish visas. _................------.-|----.--... 3 25 28 31, 17 
Wave board incv~eases ...-..-..---.--.- eereseterensee|ensecernealocsaccoces|aseccenccs hits caiares Sean 25, 863 
Increased Foreign Service communications costs--....|--...-----]----------]----------|---------- | 438, 000 

ae eee ao eae 36 16 55 107 | 819, 000 
Increased Pay Act costs (Public Law 85~462)....-...|..........|.--------- Ls teciaeeicchcieneiinal Sane 
Allowance increases related to increased Pay Act | 

COSTS. . ..------- + - nn es oon -o e ene - 22-2 --]----- 2 -|---- ------]--- |---------- 41, 100 

ler Nae oe ae 36 16 | 55 107 | 6, 875, 000 





Strengthening of the Department’s ability to cope with increasing world Communist 
political and economic activity ($141,000) 


























Number of | Annual rate 
positions 
Office of the Under Secretary for Economic A ffairs__._.............-..----.-- 12 $115, 671 
Office.of the Deputy Under Secretary for Political Affairs_................-_- 7 74, 736 
ee aOR A IMIOR oi on oon cuscdintanehCadebidencighincvnceetdadesscans 17 157, 666 
Total, number of permanent positions and annual rate 36 348, 073 
akhileshbc hacia taician nde uci nn eonag —27 —261, 491 
DOG PETMISNONE NETHONG! SOT VIONS...... 5. <n vescccnceesiennscncs-snc0s-. 9 86, 582 
Miscellaneous salary expenses (when-actually-employed consultants) __--..-_]--.....------- 4, 500 
I NINN noe con cance ph dgneaiese ean <eneadeke a 49, 918 
Cees NINE POT canta tpncngeneseepeeheenwasiacncnus=ece | cede Gemgebenal 141, 000 
Establishment of diplomatic mission at Conakry, Guinea ($128,471) 
Foreign Forcign | Total For-| Net per- 
Service Service jeign Service sonal 
American local positions service 
positions | positions costs 
Permanent positions, Bureau of African Affairs-__----- 4 2 6 $18, 032 
Naneslery costs, Bureau of African iAffairs.. .... 55. 2a fe i e545. - soe. eos. o55e5-|- es. nse 94, 048 
Total, Bureau of African Affairs............__- ae 4 2 6 112, 080 
Activities of Deputy Assistant Secretary for Personnel..!-.....-..-.-]------------]------------ 14, 027 
Activities of Deputy Assistant Secretary for Operations-|----......._j--.---.-----|..---------- | 2, 364 
nn ee CE POI, 6 Ske nccmasdenccoconnnsklsdecsswnnuen | Pep uechannnn hee cea nae wee | 128, 471 








Public Law 85-892 special immigration program ($23,465) 


Public Law 85-892, approved September 2, 1958, authorizes the issuance of 
special nonquota immigrant visas to Portuguese citizens in the Azores Islands 
made homeless by earthquakes, as well as visas to Dutch nationals displaced 
from Indonesia. The humanitarian intent of this legislation will not be realized 


38932—59—_—-33 


,etmcaMiaskh Wi 











512 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


if processing of the considerable number of anticipated visa applications igs 
delayed. 














Americans Locals Total Net personal 
Service costs 
Bureau of European Affairs: 
Additional positions for consulate general, 
Rotterdam, The Netherlands---_----.--- 2 8 10 $8, 353 
Additional positions for consulate, Ponta 
OO Oy CO aes ee 2 5 7 7, 112 
Total positions and net funds required, 
Bureau of European A ffairs._-.-.-..---.- 4 13 17 15, 465 
Activities of Deputy Assistant Secretary 
i i i es Re ASR eMwaNeNasldnweadewne HUM vukcuudbsiicwl 8, 000 
Re NE nobis cence hccndenietnanbel andendsnmdmnadutieccuncivdwes 23, 465 





Screening of refugees and escapees ($31,028) 


In accordance with the recommendation of the National Security Council, 
special security criteria formulated by the Interdepartmental Committee on 
Internal Security for the screening of applicants under the special immigration 
program became applicable, in August 1958, to all refugees and escapees seeking 
to enter the United States. To serve both the interests of security and of ex- 
panded, selective immigration, prompt processing of these cases is necessary and 
requires additional personnel. 






















Americans Locals Total Net personal 
service costs 

Bureau of European Affairs, additional staff 

required at— 

Vienna.._- sad ised itt ie as 1 3 4 $4, 707 
Naples_- 1 3 4 4, 616 
Munich __. 1 3 4 3, 440 
i creek aia ici aii ners 2 6 8 6, 015 
Total positions and net funds-_-........-- 5 15 20 18, 778 
i es ee RSE neeseeE itese dba cane albetenGondbaues 2, 250 
eet Hee, Deron of Muroneen AGaiG oboe no ccncceecc)ccscesn.. co) eececcccnscoee 21, 028 

Activities of Deputy Assistant Secretary 
ee ee sn seca rence ncnceralecdenecseccant|accccssendedic 10, 000 
En ccnannhnneh <cimersneetnedl nan tcécanensaklakeonasareeeen 31, 028 





Nonpreference Polish visas ($31,173) 


The recision by the Attorney General in August 1958, of sanctions against 
Poland under section 243 of the Immigration and Nationality Act reopened regis- 
tration at Warsaw under the nonpreference portion of the Polish quota. This 
has necessitated the screening and processing of cases remaining active among 
some 40,000 previous registrations, in addition to the routine tasks created by 
the Polish public’s reawakened interest in the possibility of emigrating to the 
United States. 








Americans Locals Net personal 
service costs 
Bureau of European Affairs, additional staff 
requirement: 
I eens case nccnneososacewoncenessees 3 25 $9, 260 
Total positions and net funds- ---.-..---- 3 25 9, 260 
Na ed cb abi i asl ininebiooewnbbeloaeaseieniee ty 15, 913 
Net funds, Bureau of European Affairs...|-..........-.-|-.-.----------]-..------.---- 25, 178 
Activities of Deputy Assistant Secretary 
for Personnel. -.........-------------------|--------------|--------------]-------------- 6, 000 


Total net funds required 
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Wage board increase ($25,863) 

An increase is required to provide wage increases ranging from 5 to 20 cents 
per hour for approximately 80 lithographic wage board employees which became 
effective September 21, 1958. 

Effective January 11, 1959, a general wage board increase of 11 cents an hour 
was made for craft, trade, and manual labor employees other than lithographic 
and duplicating machine operators. 

The total increased cost for fiscal year 1959 will be $25,863. 


Increased Foreign Service communications costs ($438,000) 


Telegraphic costs paid at field posts: 
An increased communications cost has been caused by the sharply 
rising rate of obligations for Moscow telegraphic costs, experi- 
enced since July 1, 1958, and occasioned by recurring inter- 
ONE CUNO ail Die ctcnmecrenancaimenmaminnenepescheilitistial dati $25, 000 
Similarly, the continuing critical political situation in the Middle 
East has generated more telegraphic traffic from that area, and 
it is anticipated that this higher volume in reporting will continue 
through fiscal year 1960. This increased cost in communications 
for iseal year 1950.19 CBtiMated Blincncniicinwncmscnncesmcmuwnnuns 100, 000 


Telegraphic costs paid in Washington: 
To provide funds to cover international rate increases, applicable 
to messages originating in the United States, effective Aug. 1, 
1958, estimated at $6,800 per month, for 11 months______________ 74, 800 
To provide additional funds to cover volume of telegraphic traffic 
in fiscal year 1959, projected on current statistics, which reveal 
that costs are running at a rate of approximately $19,000 per 
month in excess of fiscal year 1959 estimates_._.....__.......____ 225, 200 


Oourier travel expenses: To provide funds required to cover increased 
costs of travel, per diem, and excess baggage attributable to the Mid- 


east crisis, due to loss of normal ticket purchase procedures__._______ 13, 000 
NN i nec etn temic nein pee incbinsaniinnnice esl entntndnennstnmmcnemrmeastbel. atta cies 313, 000 
Grand total estimate for increased communications costs is_.____ 438, 000 


Increased pay act costs ($6,056,000) 
The estimate provides for $6,014,900 for the salary costs pursuant to Public 
Law 85-462, and $41,100 for allowances directly related thereto. The estimate 


is based on actual obligations for the first part of the year and a projection of 
the payrolls for the balance of the fiscal year. 


Program and financing 

















Presently Revised Increase 
available estimate 
Program by activities: 
1, Executive direction and policy formulation..........-.- $10, 904, 835 | $10, 958,179 $53, 344 
2. Conduct of diplomatic and consular relations with 
SN RIO 6 ict ncnnd cr anerishunsEtapccsennanes 81, 620, 546 82, 352, 431 731, 885 
3. Conduct of diplomatic relations with international 
ce ntnh tua cenn sande kigubamasatuens 1, 757, 044 1 Ta ein kkea 
4. Domestic public information and liaison --...........-- 1, 434, 250 2 thecocenesnns 
5. Central program services...........----------.-----+--- 3, 754, 494 SO) FRE otennb sods st 
6. Administrative and staff activities... .-.--.-------..-- 11, 507, 872 11, 582, 743 74, 871 
7. 1959 program obligated in 1958....-.....---------.------ —1, 695,623 | —1, 606,623 |....-..-.. 22. 
Supplemental required for pay increases. ...----------.--- =G, OYA, SUD. |. ccagece~ sen 6, 014, 900 
i Cr Cn wsendcdenscnenenssnumatnms 103, 268,518 | 110, 143, 518 6, 875, 00 
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Object classification 


—_——_ 





Presently Revised In 
available estimate — 
Direct obligations: 

eta a $82, 876,193 | $83,095, 773 $219, 580 
Travel...... seeeneneneequeaseenereswornecancuseneencenoe 8, 262, 974 8, 281, 784 18, 810 
"‘Tremenortetson Of things. =. kk ccc cece cee 4, 601, 369 4, 637, 737 36, 368 
ae 3, 180, 105 3, 625, 144 | 445, 039 
BOTA ON IIT TINE... een neve ecmeneeneccececnceues 2, 058, 174 2, 099, 156 40, 982 
oc ramciba-aabecikasacsanaiiee 778, 612 778, 878 ” 966 
og eee 3, 096, 448 3, 109, 825 13, 377 
Services performed by other agencies_...............-_ 130, 950 145, 950 15, 000 
euT ne a dk on ci cpc wneud 1, 765, 187 1, 771, 651 6, 464 
IY need ionae de 1, 651, 541 1, 715, 027 63, 486 
Grants, subsidies, and contributions._..........-..--___.. 2, 525, 251 2, 525, 979 "798 

Refunds, awards, and indemnities......................- 21, 470 meee 2 
a etentinisinmniemortia 30, 767 OR Bs os ee 
1959 program obligated in 1958._..-.-...-..-..-.-.-.---.- —1, 695, 623 | —1, 695,623 |... 
Supplemental required for pay increases. ..............._- MERGE Lestescccabopse 6, 014, 900 
Total dissect obligations... snsissinkn esses cccck<scs.-- 103, 268,518 | 110, 143, 518 6, 875, 000 


Emergencies in the Diplomatic and Consular Service 


OR $995, 000 
I a ceteris 495, 000 
I RR Nios windilinelencbadeedeomininiSioimnenes 1, 000, 000 
ee NUL i NU aid ke Shc hen ctcd mimesis eo intinmennmnies 636, 898 
Se eeeTn ED te Os iN FIs lds oe et eendnmendmSencm hens: 432, 694 
Budget estimute text: flacal: year. a ss ss. Sk +--+ 1, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds are requested to provide the costs of emergency projects and 
evacuation of dependents of Foreign Service personnel from certain countries 
in the Middle East and for special project planning for the preservation of life 
or property. 

Following is a summary of emergency evacuation costs by post and by type 
of expense: 





Lebanon Iraq Jordan Rome Total 





Allowance and differential: 











ee nace wr nerrnee peonaanes $8, 993 $8, 993 
Srecial cost-of-living allowance. -.---.-..------- $112, 576 | $120,694 | $17,586 | -- Sis 250, 856 
Bexaration Gnowence..............-~....--- 450 10, 234 11, 473 BO sh aces 235 22, 308 

a. akaauneceeshukGcuneeess 28, 320 44,448 | _- 72, 768 
Subtotal......---- aah scmnnwctyeurseeseu- ae 151, 132 176, 615 18, 185 8, 993 354, 925 
Travel._... xo ee aeioh babbadenidt betwdbbucdre as 49, 955 62, 699 7, 469 120, 123 
III, foe cara boo ccamies-sucatwasece sieneee ener iceteeeeee anes 18, A72 18, 672 
ee ee ee eenenintCeainas bee ; 1, 280 1, 280 
WIE Siege ot ick ta erel Bewsonked 201,087 | 239,314] 25,654 | 28, 945 | 495, 000 





Contributions to international organizations 


Bpupplemerntal request).__._._....-_~. Jecalbccad die ec es el nttoke ie $4, 948, 146 
Nd nn creat eta en pietremeamind 4, 943, 146 
I caesar ameepsanrerririneamiaabeesenncenerenanes 41, 827, 453 
eeLrONs WO aMMLiS), BOUON Ua eed 39, 979, 627 
eaenneEy SPT MIND, 1, SUD on er kt So otis es $8, 812, 393 
ee -cneetenapeunearapenenerabanenangrananenaererenenenen 48, 345, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


The amount requested of $4,943,146 consists of the U.S. share of the assessed 
portion of the costs of financing the United Nations Emergency Force (UNEF) 
for the calendar year 1959. 
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Program by activities 





Difference, 
Presently Revised increase 
available estimate (+) or de- 
crease (—) 
i arltaeeseceenapeniininminiiacapii 
United Nations and specialized agencies: 
I thse ipieaenlnsnidin iss indica Nicosia $16, 562,250 | $21,505,396 | +$4,943, 146 
i Ps cic ascncnccanpany aiaccanccaneanenn 15, 436, 264 16, 406, 264 1... 2<0ccseccs 
NR a 31, 998, 514 36, 941, 660 +4, 943, 146 





Reason for supplemental 


The 13th Session of the General Assembly of the United Nations voted to con- 
tinue the United Nations Emergency Force (UNEF) for service in the Middle 
East and authorized the Secretary General to enter into commitments during the 
ealendar year 1959 in the amount of $19 million. The Assembly provided that, 
after taking into account pledges of special assistance, the balance of the 1959 
requirements should be apportioned among the member states in accordance with 
the 1959 scale of assessments. Special assistance in the amount of $3,795,000 
was pledged by the end of the calendar year 1958, leaving an amount of $15,205,000 
to be met by assessments against all United Nations member states. 

The United Nations has an urgent need for cash in order to meet expenditures 
for the force after January 1, 1959, and has requested the payment of assess- 
ments at the earliest possible date. No provision for this part of the U.S. con- 
tribution to the United Nations was included in the fiscal year 1959 Appropria- 
tion Act since the required General Assembly action was not taken until after 
enactment into law of that appropriation. 


Computation of estimate 

The U.S. share of the $15,205,000 assessment for 1959 at 32.51 percent amounts 
to $4,943,146. 
Statutory authorization 


Public Law 264, 79th Congress, approved December 20, 1945, as amended by 
Public Law 341, 81st Congress, approved October 10, 1949 (22 U.S.C. 287, 287a-f) ; 
Charter of the United Nations ratified by the United States August 8, 1945 
(T.S. 993). 


International contingencies 


ae cre ces ead ae ai $1, 290, 000 
I ee Ee 1, 100, 000 
I i asta ant iaenliiettatetninnian inna 1, 600, 000 
I ie aa 1, 352, 178 
IU MN ONO OS i a aw cece 687, 024 
ne rman SOOIEG CUCUINE Ik reese recnnmemus 2, 800, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds in the amount of $1,200.000 are requested to finance the con- 
ference program during the remainder of this fiscal year. A number of signif- 
icant international conferences have already taken place, are now in process, or 
are planned for the near future, which were not anticipated by the Department 
when it presented its budget last year, nor were they in prospect when the ap- 
propriation was enacted into law by the Congress. 

Some of the major items necessitating this request are the emergency session 
of the United Nations General Assembly (New York): nuclear test suspension 
discussions (two meetings—Geneva) ; Inter-American Foreign Ministers’ Meet- 
ing (Washington) ; Conference on the Problem of Surprise Attack (Geneva) ; 
U.S. host costs for 12th session of the Assembly of International Civil Avia- 
tion Organization (authorized by Public Law 85-448—San Diego): a pending 
International Conference on Antarctica, and a possible foreign ministers meeting. 

The 1959 appropriation of $1,600,000 is two-thirds of the $2,400,000 the Depart- 
ment requested. The Department has operated the conference program in the 
manner it believes to be in the best national interest. The size of the official 
U.S. delegations financed bv this appropriation have been kept at a minimum, 
as have supporting staff and services. Government personnel in posts neigh- 
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boring the sites of the conferences have been utilized to the fullest and only 
expert personnel have been sent from Washington. Berth accommodations 
for travelers have been eliminated on flights of less than 18 hours’ dura- 
tion. However, increasing costs, conferences lasting longer than anticipated, 
and new activities which had developed since enactment of the fiscal year 1959 
appropriation cause the Department to request supplemental funds. 


Program by activities 





aq _ | Decrease (~) 
Presently Revised | or in- 
available estimate | crease (+) 











} 
1. Participation in international conferences: | 























(a) Meetings of international organizations......-.-.--- $939, 545 $1,581,450 | +9641, 905 
(6) Other international conferences... -.--.------------- 358, 755 890, 650 | +531, 895 
ed a 
Total participation in international conferences -__| 1, 298, 300 2,472,100 | +41, 178,800 
2. U.S. missions on special assignment: — 
(a) United States-Italian Conciliation Commission ._---! 45, 000 15,000 fi... rk 
(b) United States-Japanese Property Commission_.---.| 12, 000 11, 200 | —800 
Total participation in U.S. missions on special 
ees er eee Oe ene 57,000 | 56, 200 | —800 
3. Contribution to new or provisional international organiza- | a 
tions: 
OS RE A ES CS 125, 000 125,000 }.4..260.0 2 
Cee SOCNE, 2 St Se est ue. ii ede lbeatss | 15, 000 | +15, 000 
Central Commission for the Rhine River_....-..-.-.--- 13, 200 | Ma SOO den vpnihden ee 
General Agreement on Tariffs and Trade__._..--.--.--- 90, 000 | 102, 000 +12, 000 
Internationa] Cotton Advisory Committee__.-.....---- | 12, 500 | i ee ee Lee 
International Rubber Study Group_-----.---.---.-2--- 3, 700 | SB; FOB i .4citeebeccins 
International Seed Testing Association. ...........---.- 300 | Ee Tsniicusnueaens 
Total participation in provisional international organ- | 
Reeenigcns i8e oe DS es ee 244, 700 | 271, 700 +27, 000 


[Sa SS ———[SS=== = 


ee eh ial ckisciesulitnkpiiend 1,600,000 | 2,800,000 | +1, 200, 000 
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Summary of obligations 


SS 








Fiscal year 1959 


















































Activity Estimated 
Obligations |requirements| Total esti- 
Julyl-Jan. 31 Feb, 1- mates 
June 30 
I. Participation in international conferences: 
(a) Meetings of international organizations: 
1. UN organs and subsidiary bodies: 
Co Se, ee ee ee $456, 275 $4, 100 $460, 373 
Economic and Social Council___----------- 53, 075 67, 900 120, 975 
a ahech ier 75 500 575 
Trusteeship Council 1, 560 5, 500 7, 060 
International Court of Justice........._.._- BONO Powis cates scans 2, 450 
Total, U.N. organs and subsidiary bodies. 513, A: 33 78, 000 591, 433 
————— —— > —————S 
2. Specialized agencies of the U.N.: 
Food and Agriculture Organization_-......-- 19, 719 12, 602 32, 321 
International Civil Aviation Organization. - 56, 762 234, 600 291, 362 
International Labor Organization _....._.- 7, 550 61, 200 68, 750 
Intergovernmental Maritime Consultative 
rN ee on cn dbbasmananiocsane ils Ul inthe deaeatninitadaed: 21, 800 
International Telecommunication Union____ 44, 675 89, 400 134, 075 
U.N. Educational, Scientific and Cultural 
SOIR nen ccchcomnemucns etn eden 73, 114 3, 700 76, 814 
World Health Organization ..........._.___ 4, 300 27, 800 32, 100 
World Meteorological Organization. .....__- 5, 455 11, 000 16, 455 
Investigations—ILO and WHO---...---.---- 5, 360 9, 140 14, 500 
Total, specialized agencies of the U.N_-.-- 238, 735 449, 442 688, 177 
3. Other international organizations: 
ee Ea 33, 671 24, 400 58, 071 
a ea ee Be edintade teens 8, 526 
ee a ee Cee ee eee 24, 500 11,5 36, 000 
SE EEL 23, 22£ 2, 600 25, 825 
I nn ee eee a eee 106, 718 66, 700 173, 418 
Total, other international organizations_-_- 196, 640 105, 200 301, 840 
Total, international organizations.......-- 948, 808 632, 642. 1, 581, 450 
(b) Other international conferences_.--_.- Piteace bisa buted 335, 450 555, 200 890, 650 
Total, participation in international conferences. -_-_... 1, 284, 258 e 187, 842 2, 472, 100 
II. U.S. missions on special assignments__...-._.--........-- 28, 800 27, 400 56, 200 
Ill. Participation in new or provisional international organi- 
mI 5.5. secanpenigigs mnserasiub cesanecsteteptnilonamaiecicide 39, 120 232, 580 271, 700 
il a a a sence Ie 1,352,178 | 1, 447, 822 2, 800, 
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Object classification 


























Difference 
Presently Revised increase 
available estimate (+), or de- 
crease (—) 
Total number of permanent MAND 5. cc cnszasaacescescacenes 6 DR csinnsteavasieaei 
Full-time equivalent of all other positions..._..........-...--- 3 4 +1 
Average number of all employees............-.--.--.---------- 8 Dio eescnwt ace 
Number of employees at end of year.....-----...-.-.-.---.--- 5 | eee 
Personal services: 
Permanent i icnchamemintcsanneagtaboscbiennkeccnee $33, 000 See tn... ee 
Positions other than permanent..............-.-...------- 40, 000 62, 000 +$22, 000 
De eee 16, 000 BNO Becca ncccestee 
SE ER CUED ai desk enc wtiniead ear nnwencrwss 89, 000 111, 000 +22, 000 
een id ooo striacecipmcens btipuiwaneaeunmdianien pe 1, 003, 000 1, 750, 400 +747, 400 
EE CIE igre tn cn ttinnccnccdenstensenn~ 5, 000 10, +5, 
ne en ea ccncdeeene ence eee 10, 000 35, 000 +25, 000 
NS SS ee eee ee 20, 000 100, 000 +80, 000 
gO SS aa ET Se Le 2. 400 5, 000 +2, 600 
Oth F comirectadl serviews........-.<..2...02 25M. 76, 800 340, 800 +264, 000 
Services performed by other agencies.................--- 73, 200 68, 200 —5, 
Representation and entertainment. .---_- 60, 000 70, 000 +10, 000 
Supplies and materials................-- 10, 000 26, 000 +16, 000 
ee eee thee ein oesedSeccoticced =_ 4, 000 8, 400 +4, 400 
Grants, subsidies, and contributions.................__--. 246, 200 273, 200 +27, 000 
PIII io oe wenn ncconsnsscncccee epee cay 400 2, 000 +1, 600 
a a 1, 600, 000 2, 800, 000 +1, 200, 000 








1 Distribution based on 1958 experience. 


International Boundary and Water Commission, United States and Mezico, 
operation and maintenance 


NNR: ONES oii isla nct snc aeliennittaade $991, 500 
mtn 931, 500 
a peipa ides auiesaeeseavenenemrmrmeninii 1, 570, 000 
Inn OUI III, 0 IN oon ccsenescncnsancemsenenseeesinlbb lh hice task 1, 085, 965 
nk hi emnmmmeen 875, 611 
rs a nn he saieeuienenebeeechememrammrmerenns 2, 160, 000 
Employment: 

Average number current appropriation.__._.__.-_-___-_-______--..-.-- 245 

I en cess emnithininiesacieruesiamnecminigies 60 


Actual employment Dec. 31, 1958 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This estimate of $991,500 in fiscal year 1959 is to provide funds in the amount 
of $38,400 to cover wage board increases granted during the current year to 
employees performing work in the El Paso, lower Rio Grande, and the Falcon 
Dam and powerplant projects, to provide an amount of $41,500 for increased 
pay costs occasioned by Public Law 85-462, and to provide an additional amount 
of $911,600 as a result of the recent recordbreaking flood experienced on the Rio 
Grande below Falcon Dam and the September flood on the Rio Grande in the 
El Paso projects. The latter funds will be used for replacement of $250,000 in 
the operation and maintenance appropriation which has been expended for 
emergency flood fighting and repairs, and replacement of $661,600 in the con- 
struction appropriation expended and estimated to be expended for immediate 
repair of damaged works. 

The devastating floods caused great damage to various flood control structures 
maintained by the Commission. The flood damage to these structures consti- 
tutes a grave risk to life and property along the river in the event of further 
heavy rains. The situation is particularly critical, since all reservoirs on the 
Mexican side of the river are filled and the joint multiple-purpose storage pro- 
vided by Falcon Dam is filled to the top of conservation level. It is thus 
essential that damage to the protective works be repaired immediately. 
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Lower Rio Grande flood control project 


As a result of heavy rains of unprecedented duration on portions of the 
Rio Grande watershed in September, October, and November 1958, the two 
lowermost major reservoirs on the watershed, the international Falcon Reservoir 
on the Rio Grande and Mexico’s Marte R. Gomez Reservoir on the tributary 
Rio San Juan which enters the Rio Grande below Falcon, filled and record 
spills were required to preserve the safety of the dams. The concurrent spills 
from the two reservoirs were added to by floodwaters which poured into the 
Rio Grande from the Rio Alamo, another Mexican tributary which also enters 
the river below Falcon. The combined flows, producing at Rio Grande City a 
flood peak of 100,000 cubic feet per second, and over 60,000 cubic feet per second 
for near record duration of 8 days, severely tested for the first time since 
their construction in 1932 the levee protective works and floodways on the 
U.S. and Mexican banks of the river in the lower Rio Grande Valley. 

On the Mexican side, certain levees failed and others were breached to save 
cities, resulting in flooding of 75,000 to 100,000 acres of irrigated lands. This 
necessitated moving and providing care for some 8,000 people who were located 
in the flooded area. On the U.S. side, the main levees both along the river and 
floodways aggregating 256 miles, held and saved damages in this country esti- 
mated at more than $50 million. In addition to damages to the protective works 
itemized on the following pages, developed lands in the designed floodways 
were inundated and rainwater accumulating on adjoining land could not drain 
into the floodways. 


El Paso Rio Grande projects 


Heavy rains on the contributory watersheds to the Rio Grande below Elephant 
Butte Dam on September 13 and 14, 1958, caused extreme highwater stages 
along the Rio Grande from immediately below Caballo Reservoir in New 
Mexico to Quitman Canyon in Texas, a distance of approximately 200 miles. 
Although no property damage occurred along the aforementioned reach of river, 
which comprises the El Paso projects, considerable damage was caused to 
revetted reaches of the channel banks. In order to keep the projects at their 
designed efficiency the flood damaged portions are being replaced as quickly 
as possible. 

The total amount of $112,022 available in the Rio Grande emergency flood 
protection appropriation was exhausted during the early stages of the flood 
fighting and it was necessary to-allot funds in the amounts of $250,000 from 
the operation and maintenance appropriation, and $661,600 from the construc- 
tion appropriation to enable continuation of the flood fighting and make urgently 
needed repairs to works damaged by the floodwaters. 


Increased Pay Act costs ($41,500) 


It has been necessary to reduce employment from the July 1958 level of 238 
positions to 231 positions to stay within funds available for personal services 
and related costs. This is 11 percent below the total of 260 positions authorized 
and required to maintain the projects at proper standards. To absorb any 
part of the increased costs would require a further reduction in force which 
would cause a serious and costly delay in performance of the work items. Such 
a delay would be especially significant at this time since the recent floods oc- 
curring on the Rio Grande have increased the workload in excess of the 
normal requirements. 

In determining the estimated costs, U.S. General Accounting Office salary 
table No. 39, approved June 20, 1958, was used to compute the actual increased 
cost for each employee on the rolls. Unfilled positions were not considered in 
this computation. The payroll for the period ending November 29, 1958, 
covering 231 permanent employees, amounted to $42,333, or $1,100,671 on a per 
annum basis. 
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DAMAGES TO LOWER RIO GRANDE FLOOD CONTROL PROJECT 




















Item No. 
1. Levee repairs: Cost Feature cost 
(a) Repairing breaks in King Ranch levee..-___.--. $10, 000 
[o) Lawes roan Winame 8. ees sk Oe oe se 15, 000 
(c) Levee slope repair due to breaching__-- -- - - -- . 60, 000 
(d) Repair of reaches of levee badly cracked_-_---- -- 25, 000 
(e) Place berms in reaches of levee where seepage 
penenee. Meebo. AAO l iu 2 a 82, 000 
(f) Raising existing north levee 1 mile___-_-----~--- 17, 000 
————— $209, 000 
2. Floodway repairs: 
(a) Pilot channel cleanout and repair__------------ 70, 000 
(6): Lateral drain cléanout. -. 2.00. ...2.- cc eck 12, 500 
mene 89568 
3. Structure repair: 
(a) Levee culverts cleanout, inspection, and repair_. 32, 500 
(b) Pilot channel bridges, repair and replacement_ -- 50, 000 
— 82, 500 
4; Reovetinent: te) Retairs. 266.  . Sece ck. csc oe So 2ce 75, 000 
——— 75,000 
5. Clearing: 
I i cei nbn neil netnae 146, 000 
ies ine ne aebwiel cei m gre eben 45, 000 
——— 191,000 
eeu ange OC Bier. SLL eeu se _... 640, 000 
6. Engineering services: (a) Field and office____-..---.---- $36, 800 
: —— 36,800 
Subtetal) lower Rie Grande. io... . 50 Us. one ee 676, 800 
DAMAGES TO EL PASO RIO GRANDE PROJECT 
NON ELE NT $136, 000 
aim $136, 000 
Total cost of flood fighting and damages____--.-.-.--.- 911, 600 


Program by activities 





1959 presently] 1959 revised | Increase 




















available estimate 

Operating costs: 
i” See rumen penne i Sk he ol cd cbl el icd $582, 690 $602, 390 | $19, 700 
2. Lower Rio Grande flood control project. .........-...-- 459, 300 473, 500 14, 200 
3. Falcon Dam and powerplant...........----.------.---- 247, 610 252, 110 4, 500 
4. International gaging stations........................... 262, 000 oh ia 
5. Rio Grande emergency flood protection ___._...--..-_._|_..--..___.._- 911, 600 911, 600 
Supplemental required for pay increases-_-_-_...........-.-- 6) SOD fc cciseceninecenss 41, 500 
Teen ee Tn nn nnn mma 1, 510, 100 2, 501, 600 991, 500 

6. Unfunded adjustments to total operating costs: De- 

preciation included above (—)--.----------..--------_ —111, 500 we 2l, 800 boca ccutuwnbees 
Net operating costs, funded..........--.----------- 1, 398,600 | 2,390, 100 | 991, 500 

Capital outlay: | 
7. Beplacement of equipment.................-.....-....- 165, 800 165, 800 a snsallcenceepidiibaaitii 
Tikes em na sroaten pum 1, 564, 400 2, 555, 900 | 991, 500 

8. Relation of costs to obligations: Costs financed from j 
obligations of other years, net (—)-.....--------.------ —116, 805 = 908, 0064 nccsensenpas 


Total program (obligations)__......-.....-.-..----- 1, 447, 595 2, 439, 095 | 991, 500 
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Object classification 











Presently Revised Increase 
available estimate 

aa nick then 
Total number of permanent positions_----.....-...--.......-- 260 320 60 
Full-time equivalent of all other positions..__.-....-.-..-.--.- 6 18 12 
Average number of all employees- - --.........-----.------.--- 245 311 66 
Number of employees at end of year. ..-....-...--.----...--.- 245 288 43 
Personal services: 

I ids anne cinebueewdhancarensaamnnee $1, 086, 355 $1, 297, 355 $211, 000 

Positions other than permanent--_..........-...-.------..- 18, 350 53, 350 35, 000 

8 eee 18, 985 32, 985 14, 000 

ORT OUP TSOON. «5. «0 enki cedindtedanncsbccentctisee 1, 123, 690 1, 383, 690 260, 000 

IO nnn nooo nso nen n pawnwnncensesconnhsoskansssenccserces 4, 050 5, 050 1, 000 
tates cari irancadaemerniicks noma tsig nemo natn 7, 550 1. Oe Ton gotece eee 
EE O00 SN nn cawencanneddddcnsstuasachbnadsceud 16, 150 WG Bee a uc ahices 
NE SHURENUY WON WIN so as endorser cipinqncbondsvenwe 14, 200 RANE rn bncacanines 
i SONG So nccsanseccndvascsnucccussedssemss 50 Baas tiie atneas. 
rT CON 5 nos onbccacadobaocdatcesnues cauencs 15, 020 200, 020 185, 000 
EEE 210, 000 460, 000 250, 000 
PIONS owes cn sire encewa gece sostweemnnsobusmiautbsonn’ 172, 500 MIS, BE cautidcensegah 
Eb vicuciccancee ahuaiee dn amnodninnernoimie new sbehaementnted 250, 000 250, 000 
Grants, subsidies, and contributions: Contributions to retire- 

ER iirichsiatanbawnansnane din eoun aabtannauedane uci 65, 440 67, 440 2, 000 
I ee 850 2, 850 2, 000 
1959 appropriation available in 1958_._...........-.-.....--.--- —122, 405 OR OD fv caccccssces 
Supplemental required for pay i®creases_-.-........--..-.------ ra lo ccmenence een 41, 500 

haat edict asa epee 1, 465, 595 2, 457, 095 991, 500 
COs SOY GUMTUITE, .. cnnkcbecscascccncceuchacdecuasse —18, 000 o~$R OOS 455 6.5 dhe 
RN cas ace nice sk eepemestinm mammonaiene 1, 447, 595 2, 439, 095 991, 500 





Payment to the Philippine Government 


ee aa alae eR $23, 862, 751 
I RN TN oo cea toasts a bina taacincnmeniempnancomeciahee 23, 862, 751 


JUSTIFICATION 


An appropriation of $23,862,750.78 is requested to restore the value of certain 
Philippine Government deposits in the United States to the January 31, 1934, 
value as authorized by the act of June 19, 1934 (48 Stat., 1115 Public Law 
73-419). 

On January 30, 1934, the Philippine Government deposits in the United States, 
of gold standard and Treasury certificate funds amounted to $56 million. . 

The Presidential proclamation of January 31, 1934, which reduced the weight 
of the gold dollar, resulted in the increase of the gold value of these deposits by 
$39 million. This increase was offset by $15 million interest which had been 
paid to the Philippine Government, for a net increase in the gold value of the 
deposits of $24 million. In recommending the authorizing legislation the reports 
of both the House Committee on Insular Affairs (No. 1723, 73d Cong., 2d sess.) 
and the Senate Committee on Territories and Insular Affairs (No. 1209, 73d Cong., 
2d sess.) recognized the moral obligation of the U.S. Government to readjust 
the currency reserves of the Insular Government. 

This appropriation would enable the U.S. Government to fulfill this moral 
obligation and would remove an obstacle to the maintenance of close and friendly 
relations between the United States and the Philippines. 
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A computation of the requested amount is set forth below: 











i sion ioinlblacbanwnenuaewees $19, 112, 253. 49 
ee EE ES et a a 37, 163, 803. 50 
er a cece nepniieimmatiemeceh 56, 276, 056. 92 
Gold bullion value of these deposits prior to diminution of the 
nn ee 56, 276, 056. 92 
Converted into currency at the new valuation of the dollar as 
I a, ce ana einmnennnishts mnnknisdeameee nis 95, 282, 398. 87 





Gross adjustment to the Philippine Government deposits if the 
reserves had been in gold, as computed by Treasury__________ 39, 006, 341. 95 
Less the total interest received by the Philippine Government 
from Jan. 1, 1923, to close of business Jan. 30, 1934, on the gold- 
standard fund and the Treasury-certificate fund deposited in 
ad nc ceveai 15, 143, 591.17 





Net adjustment to the Philippine Government deposits as shown 
ae ee en Fe en a ccehbnesine branmmundaemaibebhceaes 23, 862, 750. 78 


JUSTICE DEPARTMENT COMMUNICATION 
t 


Aprit 2, 1959. 
Hon. Cart HAYDEN, 


Chairman, Senate Appropriations Committee, 
U.S. Senate, Washington, D.C. 


DeEaR Mr. CHAIRMAN: With reference to the items for the Department of 
Justice contained in the second supplemental appropriation bill, 1959 (H.R. 
5916), we do not wish reconsideration of the House allowances. 

Should your committee so desire, representatives of this Department will be 
glad, as always, to appear and testify. 

Sincerely, 
S. A. ANDRETTA, 
Administrative Assistant Attorney General. 


Salaries and expenses, gereral legal activities 





Ne ne 8 cieresceceieys meena are oe $988, 000 
I ssareg Sienna 973, 000 
SAGE LOLI LECLERC L 11, 400, 000 
Ie TET OORRINOS eeeipe en ieneinns 6, 243, 693 
Ripemaronen 20. December Bl, 100 aida ai ei eee nnneenenwunn 5, 204, 222 
er END INI, MCU ON rhe erence mentite amet meis indeed 12, 850, 000 
Employment: 

Average number, current appropriation__..._.-____.----------- 1, 279 

SR BOA ORI ig cnetirtindwitrnemeciincweeneen  . mene 

Actual employment December 31, 1958___-_-------------------- 1, 277 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Amount requested 


This supplemental request reflects estimates in the amount of $988.000, of 
which $928,000 is needed to cover cost of the pay increases as authorized by 
Publie Law 85-482 and $60,000 is for a program supplemental for the Tax Divi- 
sion to cover additional costs arising from the steady increase in the uncon- 
trollable workload of that Division. 

Pay act supplemental, $928,000 

A supplemental appropriation of $928,000 will be needed in fiscal year 1959 to 
meet the higher salaries and related increases authorized by Public Law 85-462 
approved June 20, 1958. The continued high level of new business so far this 
fiscal year has prevented any reduction in the staffs of the Department’s legal 
divisions. The actual caseloads in 1958 generally were higher than in 1957 and 
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new filings this year in some categories are ahead of 1958. There is, therefore, no 
reasonable prospect that any substantial savings can be effected by reducing 
personnel through attrition or that the cost of pay increases can otherwise be 
absorbed. 


Methods Of estimating costes 


The additional costs resulting from Public Law 85-462 were determined by 
comparing the higher salaries and increased contributions reflected on recent 
payrolls with those paid immediately prior to the enactment of the new salary 
act. Roughly, this amounts to 10 percent of the former annual salaries of the 
personnel subject to the act, plus an allowance of $10 for each employee to cover 
the higher amounts payable due to rounding off cents at hourly rates as pro- 
vided in the act, and plus the actual increase in the average monthly amounts 
required to be paid into the retirement and social security funds as a result of 
the higher salaries authorized by the new law. On this basis the total additional 
cost of Public Law 85-462 amounts to $939,100 of which we will try to absorb 
$11,100, leaving $928,000 to be met through a supplemental appropriation. 


Average number of employees and average payrolls 


Average employment during the period July 1, to January 10, 1959 was 1,281. 
This is slightly above the average of 1,279 provided by the appropriation cur- 
rently available and reflects the need for the maximum employment permissible 
during 1959. 


Program supplemental (tag division), $60,000 


Under the provisions of Bureau of the Budget Circular No, A-41, revised as of 
September 30, 1958, the Tax Division requests a supplemental appropriation of 
$60,000 for the current fiscal year. The basic factor for requesting a supple- 
mental appropriation is an uncontrollable workload which is steadily increasing. 
The Tax Division has no control over the volume of tax litigation it is called 
upon to handle. On the civil side (which accounts for 90 percent of the work- 
load), the volume depends upon the number of suits filed by taxpayers and the 
number of requests for legal action received from the Internal Revenue Service. 
The criminal cases develop from the recommendations forwarded by the Revenue 
Service for consideration by the Department of Justice. 

The volume of work referred to the Division has increased better than 20 per- 
cent in the past 2 years and is going up an additional 10 percent during the cur- 
rent year... During this period the Division has had no increase in authorized 
staff and only token increases in funds to cover court costs. The average 
employment over the same period has increased by about four. Thus, throughout 
the current year the Division will be carrying at least a 30 percent greater 
workload with no increase in staff. Unless additional funds are made available 
this year, the Division will not be able to meet court deadlines and other com- 
mitments. 

Over the past 4 years the Division (despite a steady rise in new business) has 
been able to reduce the backlog of pending work, cut more than 1 year from the 
time to process the average case, and place the overall workload on a reasonably 
current basis.* During the same period the Division saved or collected from 
delinquent taxpayers more than $235 million compared with $70 million in the 
6-year period, 1947-52. 

In view of the sharp increase in volume, there is serious danger that the work 
will become delinquent if funds are not made available immediately. The back- 
log will grow, and, at a time when funds are urgently needed to finance the 
costs of Government, collections and savings will diminish. The Tax Division 
must be in a position to do its part in cooperation with the Revenue Service in 
collecting the almost $1.5 billion now involved in Federal tax litigation. 

The Tax Division, because of the unusually large number of cases being set 
for trial or argument on appeal, has been required to continue its preparation 
and field work at the pace followed in fiscal 1958. During that year over 1,000 
formal court appearances were made by the Division’s staff, a 10 percent 
increase over 1957, an 82 percent increase over 1953, and an increase of 128 
percent over 1951. 


1Complete figures for 5 months show a 10 percent increase over the same period in the 
past year and a 15 percent increase over the comparable period in the 1957 fiscal year. 

2In 1955 more than 40 percent of the cases were over 2 years old. At the beginning of 
the enrrent year more than 75 percent of the cases have been pending less than 2 years 
and 52 percent less than 1 year. 
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_ The following statement compares funds currently available with actual obliga. 
tion in the past year and estimates the supplemental funds required to handle 
the increased volume of tax litigation: 


Fea ael pi cictatenenmnanes tiers seperation 
| 











Items 1959 1958 Difference 1959 
available obligations requirements 
WOO. wtetrtie ated 54 Bags ccecteecnsencechincne $110, 100 $131, 048 $—20, 948 
Communication services. ............-.-.------ 18, 500 25, 404 —6, 904 “ 
Printing and reproduction.........-.----------- 51, 800 64, 057 —12, 257 18, 000 
NN at et lige iow tie dirgeny = Thee cas) Li pigssee~te ne niedeocatdences 1—40, 109 60, 000 


ll 


1 A reference to standard form 3a reveals that for the other items of expense, the amounts for the fiscal years 
1958 and 1959 are approximately the same except for the items for personal services and contributions which 
are necessarily increased to cover the added costs resulting from the 10 percent congressional pay raise, 


The Division requires approximately $40,100 additional to match 1958 expendi- 
tures for travel, communications, and printing and reproduction and $19,900 more 
to meet increased costs for such purposes. 

The items for travel, communication, and printing are self-explanatory and 
are tied in directly with the increased workload, greater number of court ap- 
pearances, and efforts to speed up the litigative process. 

Summarizing, the Tax Division has no control over its workload. It cannot 
turn on or off the flow of tax litigation commenced in the courts. The volume 
of work is up sharply and there is every indication that the rise will continue. 
The Division must be in a position to handle properly and expeditiously the 
cases referred to it. Failure to be in this position because of a lack of adequate 
operating funds will result, among other things, in (1) a slowdown in the proc- 
essing and conclusion ef cases, thereby adding to the already overcrowded and 
congested court dockets, (2) increasing costs to the Government in the form of 
interest in those cases eventually requiring refunds to taxpayers and reductions 
in the financial gain to the Government which have and should continue to re- 
sult from the successful and expeditious trial or settlement of cases, and (3) 
a return to steady backlog increases, which was the condition prevalent during 
the 10-year period, 1946-55. It is believed that with the slight increase requested 
(amounting to approximately 3 percent), the Division can maintain the pace 
set during the past 3 years and repeat the successful record established which 
placed tax litigation on a current basis. This prediction is made with the 
knowledge that the workload has increased and will continue to increase. 


Program by activities 
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1959 1959 1959 in 
3 presently revised crease (+) or 
2 available estimate decrease (—) 
1, Conduct of Supreme Court proceedings and coordination as 
of appellate matters............................-=-------- 7, 299 ft. 4 eee 
ae ene ae ee ee 2, 149, 200 2, 209, 200 +$60, 000 
Oi Ne ci cnnbibie teem anneseuneapennan 1, 579, 021 eg Re es 
4. Claims, customs, and general civil matters-_-........------- 3, 073, 575 3, O76, 875 | 2 Bie 
i Time OTN: 8 So hn ic ntid on sen on cies qetiiocces 2, 946, 305 2 O06. DD5 | ...0«crirodesaee 
6; Leal epROOBs « 22221 n cn nedtne nn ceseracncenseneghoaneed= 429, 279 GEE leneeenuawiniin 
7. Steet BREIEELY TRORUIIG oo cence op pecnce~ncumecnensenee= 1, 257, 939 iS Ap ee. 2 
8. Civil rights matters-_.......-.---- 527, 980 587,900 |... Bisdios 
9. 1959 program obligated in 1958 —402 402 1. cb cincsm 
Supplemental required for pay increases PEEL | eatettnine rune +928, 000 
oe ee are ee 11, 422, 196 12, 410, 196 +988, 000 
10. Relation of costs to obligations: Costs financed from obli- 
gations of other years (unpaid undelivered orders) net 
SS ee — 22, 598 — 22, 606 |... 2 cccene 
Total CUBA 65 none Jonhstiesnccsnwessece peace 11, 399, 598 12, 387, 598 +988, 000 
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Object classification 








1959 1959 1959 in- 
presently revised crease (+) or 
available estimate decrease (—) 

Total number permanent positions----..........-.-.......--.- 1, 350 RAG Poscsmnncee, 
Full-time equivalent of all other positions -__ 15 15 





Average number of all employees-------...- 
Number of employees at end of year 


Personal services: 


























Tee ne ed oe nea dcasiomce $9, 534, 280 SE EE Beatin ec ees 
Positions other than permanent......_...--....--.-----... 110, 300 216,300 10252..i2 400 
Sete ONIONS BOUTIN ve cesitccnhastied somncvenbindecinawpocua 38, 710 BA F20 Vetcicunes week 
ee ON Wir Wee sos nn wncndcic seek cnnbcvncks 9, 683, 290 0 GBS; Fee bck 
AD ESSE, 2M ddinkhe bn dbnthicinndknendah dbbcntdbluimekmatss 364, 700 398, 700 +34, 000 
Transportation of things.._.- 3, 100 OD Re ae hee 
Communication services___-- 108, 750 116, 750 +8, 000 
Printing and reproduction. _- 366, 977 384, 977 +18, 000 
Other contractual services. ............-........... 1, 071, 703 SL Naksbsacenccus 
a ncn chink vbasntenern ane cnwesinntwennaee 56, 749 EB itectatebcrcmencics 
ene a edinlee ciel alla bis oninere a matkeg -eaepernepminrnae cise 78, 687 PRES Vococidira dances 
Grants, subsidies and contributions: Contribution to retire- 
ns in 4 copes attenin i ai elinsad Wie wteimioiiacaneaen Gita eebinun 607, 310 DEPOT: b niccniisitsicinians 
1 canna aie ce ibeenein 8, 930 I Acctestunmsan ces 
Supplemental required for pay increases-_...-......--.....-.-- —928, 000 |-=--2--oon==o> +928, 000 
I iin sini tists Bs ene eerthden ob nse oceebenxind 11, 422, 196 12, 410, 196 +988, 000 
Costs financed from obligations of other years net (—) ......-.. — 22, 598 ea 
ita clinton ceo a hs 11, 399, 598 | 12, 387, 598 +988, 000 
Salaries and expenses, U.S. attorneys and marshals 
I a $2, 542, 000 
I ceils deieen notenissanticcttinunah mite tieddaa 2, 032, 000 
ccleaner aidia a dncchctiiinpenintbalieandidiasan 20, 350, 000 
Rn IDI EAR. TROCORIRINOT 00 TO pe tien sacred eapeeevsnonas 11, 471, 365 
PMSEARDOG TG SIOCOTRDCE FE TOT nse cadence een nee eos 10, 667, 917 
I Ue” ORC A cs me icin mse atin 22, 900, 000 
Employment : 
Average number current appropriation.__...___----_______________ 2, 610 
I Ra I TT cummecntntienaesascneaee “eaebinenns 
Actual employment December 31, 1958__......................—-.-... 2, 639 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Amount requested 


It is estimated that $2,542,000 additional will be required under this appropri- 
ation of which $1,642,000 is needed to cover pay act costs as authorized by Public 
Law 85-462, and $900,000 is a program supplemental for expenses of an emer- 
gency nature already incurred or to be incurred by certain U.S. marshals’ offices. 
Included in this supplemental for the latter purpose is an amount of $400,000 
covering obligations already authorized and a sum of $500,000 for future emer- 
gency requirements. 

GENERAL STATEMENT 


Pay Act supplemental, $1,642,000 

It is estimated that the additional costs incurred uder Public Law 85-462 for 
salary increases and related items will amount to $1,642,000. 

It will not be possible to absorb any part of the cost of salary increases 
through savings in employment or otherwise since these offices have been con- 
fronted with abnormal expenses in connection with emergency situations in this 
fiscal year as a result of the school integration problems covered in part of this 
supplemental estimate. 

The estimated cost of salary increases of personnel of these offices as author- 
ized by Public Law 85-462, was established by determining the average cost per 
employee of the higher salaries and related increases, which amounted to $630. 
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Also it was determined that the average number of employees on the rolls J uly 1 
through November 30, 1958, for the current fiscal year was 2,606. 


$630 (average cost per employee) 2,606 (average employment) 


I ee ergs crerconecinhcsinesaneesaonpneoiniainaenemannes $1, 642, 000 
Employees on the rolls as of Dec. 31, 1958_.--_-.______________ 2, 639 
Program supplemental for U.S. marshals_.___-___-__-._..._________ $900, 000 


The execution of Federal court orders is the responsibility of the marshals’ 
service. In recognition of its enforcement responsibilities in connection with 
various Federal court orders relating to the integration of the schools in a num- 
ber of localities, considerable attention was given for some time to an analysis of 
the general competence of the service and its ability to meet not only its regular 
day-to-day operations, but also to meet emergency situations, such as adequate 
means to enforce court orders such as those in connection with school integration 
decisions and other emergency court mandates. In evaluating the marshals’ 
responsibilities it became necessary to take the following actions: 

The establishment and strict adherence to high standards of physical 
and mental abilities on the part of deputy marshall appointees; 

Periodic physical examinations to insure a continuance of the physical 
fitness of marshals and their deputies; 

A training course designed to— 

Provide instructions in the physical aspects of the job of deputy 
marshal, such as apprehension and search of persons and use of fire- 
arms; 

Provide information as to the types of writs involved in criminal 
and civil cases; 

Outline conduct expected of marshals and their deputies; 

Stimulate each deputy marshall toward continual self-improvement; 
and 

Conferences of marshals designed to develop integrated teamwork 
instead of the independent office approach which most of the marshals’ 
offices had been in the habit of pursuing. 

It should be noted that the marshals’ service consists of 94 offices with a total 
staff of 1,070 positions. Obviously most of the offices are quite small and are 
not normally equipped to handle emergency problems of magnitude them- 
selves. It thus becomes essential: (1) to establish firmly the principle of co- 
operation within the service; (2) to have deputies who are phvsicallv and 
mentally alert and adaptable; and (3) to train them not only on the problems 
which they meet from day to day, but to meet a variety of emergency situations. 

With these principles in mind the Department, supplementing its annual re- 
gional conferences of marshals, held a conference of the marshals in areas par- 
ticularly affected early in August for the purpose of discussing their own facili- 
ties and the facilities both in personnel and materials which would be needed 
to carry out Federal court orders which might be directed to them in eonnec- 
tion with the school integration problems. An effort was made to give them a 
thorough understanding of the legal questions which would be involved and the 
extent of their responsibilities in connection with carrying ont snch orders. 
Special emphasis was placed on the limitations on their responsibilities in rela- 
tion to the responsihilities of other State and local law enforcement authori- 
ties. Immediately thereafter training classes were started for denutv marshals, 
with emphasis on defensive tactics, use of firearms and gas. and legal training 
for the work assigned to them. The first class consisted of 23 denuties in the 
District of Columbia office. This group, it was anticipated. would he readily 
available to the.marshals in nearby States if their small staffs could not ade- 
quately meet problems confronting them in connection with the carrying out 
of Federal court orders. At the same time plans were made to train in Little 
Rock a number of deputy marshals from surrounding districts to work together 
as a team in the event the marshal of the eastern district of Arkansas found 
it necessary to call for such assistance if and when anticinated court orders re- 
quired action on his part, thus avoiding the necessity of calling for militery 
assistance. He also made arrangements to recruit and denutize citizens wifhin 
his own Federal judicial district provided such stens herame necessary. The 
orientation of this group into the work of the marshal’s service was also carried 
out at that time. 
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As indicated above emergency conditions did develop in certain judicial dis- 


tricts as a result of the Supreme Court’s decision on school integration. 


In or- 


der to cope with unusual situations in these areas the Department authorized 
certain U.S. marshals to incur expenses over and above the normal operating 


costs to the extent of approximately $400,000. 


At this time it is impossible to forecast when or where similar conditions 


may develop again, and for how long a period. 


Therefore, an additional $500,000 


is requested for potential use for the balance of this fiscal year. This is only 


a general approximation, but it is deemed advisable to have a contingent fund 


readily available, if the need arises. 


Program by activity 





1959 
presently 
available 

a agareeenie tiene eeiertiRetinnngianies 

er acamemene.. 5 26s oss taco ho os) alec: $12, 730, 500 

de aicdi ks ame dineknn bowen shasiiehs~ixe-saqddibnes 9, 261, 500 

= See program Ovlgated in 1058__. __...........-....000----- —75, 081 

Supplemental required for pay increases-_-...-.-------------- —1, 642, 000 
uel egute (oreet iam) gn inks de semadends uid tinea sin 20, 274, 919 


1959 
revised 
estimate 


$12, 730, 500 
10, 161, 500 
—75, 081 


22, 816, 919 


1959 in- 
crease (+) or 
decrease (—) 


+2, 542, 000 


——— 0020000” _ eww rr - 


U.S. attorneys—Object classification 


























1959 1959 1959 in- 
presently revised crease (+-) or 
available estimate decrease (—) 

NOD, foreach cay niblguacithideaddbaadonbdidiegoseebu $10, 574,200 | $10,574, 200 }_.......--...- 
ta id cin hedimipeiiehintacimereied pase ebnneie 310, 000 BE Te latinas éceiwyeee 
I Nd cae aeonncsahausoue 17, 500 ie) ails Roe: 
INT CON os. en cba doueshnbocubshebue 300, 000 BEE iacenccesewns 
RN GOURD. isn cicada ne sdnibe gay seebensakbeens 6. 100 . 100 6. is ce. 
Te oc ccidienminmnaaeaieiis 231, 762 aL ri cimeail 
I CN fo Sin cna eanianeinecivis wun unmamehinw 545, 000 PN i ctkinuoeceatas 
Cr ccie tn cdilentnscnecadusnseouonnoeendé 64,111 OOo gic cutee 
ncanatinnwcncegultsmsbyispeanpodhseodhiiehiadehtakee 215, 960 SE Ese ndensnnineae 
Grants, subsidies, and contributions. _...-.......-.---.------- 357, 000 Se ce cen 
I ol ene eeblnmas amine 73, 700 Fe aloceniaion tame 
Supplemental required for pay increases. -.............------- OO Cac meecnacwenee +$990, 500 

I I cnet ininidclincaocmmniiin 11, 704, 833 12, 695, 333 990, 500 

U.S. marshal—Object classification 

1959 1959 1959 in- 
presently revised crease (+) or 
available estimate decrease (—) 

en wc edcéencsosnne ee er eae $6, 581, 800 $7, 317, 800 +$736, 000 
ss an. a eeeaduinngt Ioeame Wemepametedaese onietst 1, 633, 800 1, 745, 800 +112, 000 
Transportation of things Pee eae ati hag reece eipseracaraas 8, 800 8, 800 ae 
PIONEIOT, SOPVIOOS. ... . . cape Saree oe Lk LE A hcs 167, 000 175, 500 as 500 
Rents and utility services_..........--.------ wah decnaacures 4, 300 4, 300 
Printing and reproduction.-__...-.-...-...-------- ons 13, 281 BB, 20k A vwomrecamicced 
De eomirectunl Services. ..-.=<=5..--.--.-.........-.222..... 333, 000 334, 800 +1, 800 
I a crcl guises Stigricecciem nee ecg wets 22, 151 37, 151 +15, 000 
Equipment _..___- St ee ea 60, 354 70, 354 +10, 000 
Grants, subsidies, and contributions..__.---__-_- Pisce 394, 700 , Oo. oe 
Taxes and assessments... _____- See eer 2 eee 4, 200 20, 900 | 16, 700 
Supplemental required for pay increases....--------- peels —651, 500 easel +651, 500 
EN Ce ee cn nenannsoesne 8, 571, 886 10, 123, 386 | +1, 551, 500 
Deduct charges for quarters and subsistence...........---..-- 1, 800 1, 800 00 |---- eons dictens 
Total costs (obligations). .............-.-..--..--------- | 8 570, 086 1,086 | 10,13 10, 121, 586 | +1, 551, 500 
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Fees and expenses of witnesses 


I  aetebipcemgnsigh ie ntinis—slppaien $100, 000 
I ek ea agurer ell gyetnasainpiemnnhinenm asp imepaing 50, 000 
lene ernsiio entice leetnmreninies aie 1, 700, 000 
i hatte tance rend iene maieian 799, 424 
IRON OURS I SOU 5 se premetimangienin Snoeryinh a> 676, 647 
Sen OOS EES, PAOD i ctrenenceepeeerereniereyeeenennsi-heeemmnanminmeenapey 1, 700, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
Amount requested 


In addition to $1,700,000 currently available for the present fiscal year, it 
is estimated that $100,000 more will be required for expert witnesses and in- 
formants, making a total estimate of $1,800,000. 


Explanation of language changes 

Delete : $225,000 ; add : $325,000. 

For the period July 1 through January 31, 1959, obligations incurred against 
the expert witnesses and informants limitation amounted to $189,975. Based 
upon these commitments for 7 months of this fiscal year, it is estimated that 
the requirements for this function will amount to at least $325,000, or $100,000 
over the present legal limitation. 

The number of expert witnesses engaged and their fees continue to increase, 
Larger fees are being paid to experts in the field of finance, medicine, specialized 


sciences, real estate appraisals, etc., in keeping with inflationary trends in the 
costs of all personal services. 


Genaral statement 


This appropriation provides funds for the payment of fees to witnesses appear- 
ing in the U.S. courts, and also compensation and expenses to special witnesses 
and informants that are authorized by the Attorney General. 

Experience over the years shows that it is impossible to control or project 
accurately in advance the amount of money needed for this appropriation. 

This supplemental does not contain funds for “fact witnesses,” since it is 
believed that the current availability ($1,475,000) will meet our requirements 
for the current fiscal year. 


FEES AND EXPENSES OF WITNESSES 


Comparative statement by months (July through January) showing obligations 1959 
over 1958 for the limitation “‘expert witnesses and informants”’ 





Month 1958 fiscal 1959 fiscal Month 1958 fiscal 1959 fiscal 
year year year year 
i eso $48, 576 $32, 122 || December__........_- $18, 939 $22, 011 
al altel 13, 758 40,898 || January.............. 21, 421 31, 132 
September -_-_......... 11, 803 30, 359 —— — 
SE ine bectsnoaoen 26, 277 13, 728 RE ceceiwcieninn 162, 496 189, 975 
November...._......- 21, 722 19, 725 


Nore.—Increase 7 months of 1959 over same period 1958 is 16.9 percent. 


FEDERAL BUREAU OF INVESTIGATION 


I is aN sencslevar bite castieweney agi Gowserenstiintin ciepaniemewenel $9, 611, 000 

cian lesa deicelatrenigsicigtensimeninisonienmeeai iil 9, 611, 000 

I a ntact danincainrmindaliitins lini icp ines orencimiele 102, 500, 000 

alae ace cinninainiadpmrhdinntnctiniebeneipimn paneer tecianentnentuntinee 114, 600, 000 
JUSTIFICATION 


A supplemental appropriation in the total amount of $9,611,000 is required by 
the Federal Bureau of Investigation for the fiscal year 1959 to cover (1) increased 
pay costs in an amount of $9,436,000 resulting from the provisions of Public Law 
85-462, approved June 20, 1958, and (2) increased postage rates effective August 
1, 1958, provided by Public Law 85-426, approved May 27, 1958. Separate jus- 
tifications of these items follow : 
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Pay increases—Public Law 85-462 

The $9,436,000 being requested for the fiscal year 1959 to cover the cost of pay 
increases provided by Public Law 85-462 is needed because the statute was en- 
acted subsequent to congressional action on appropriations for that fiscal year. 
The increases are mandatory and beyond administrative control. There are no 
funds available from any source with which to meet these additional costs. 


Postage rate increases—Public Law 85-426 


An amount of $175,000 is required for the fiscal year 1959 to cover the increases 
in postage rates which went into effect August 1, 1958, as a result of Public Law 
85-426, approved May 27, 1958. As in the.case of the pay raises, the postage 
rate increases are mandatory and cannot be administratively controlled. No 
savings are available from current funds to meet the additional cost. A break- 
down of the $175,000 increase by types of mail service follows: 


I eens Maen dae dee $44, 641 
Nl il Ae aie caine dads teammate ccceneeitenedionl 114, 517 
i cece ar ccs tne eeepc Sheek Gc aminsaeon os rb secive sooo canner igen als Gere 15, 842 

TE catain eas aces 175, 000 


Program by activities 




















| Presently | Revised Inerease 
available | estimate 

1, Security and criminal investigations: | 
ale | $4,855,668 | $5, 356, 222 | $500, 554 

(6) Maintenance of investigative records and com- | 
AIC INs BRON Ss dg oo cdc nce dthbn cael 5, 534, 976 6, 104, 451 569, 475 
i) Pield inwestigatinns. 2. ...- 222006 o nce nnns. .--| | 77,218, 627 84, 400, 073 7, 181, 446 
2, Identification by fingerprints._..__...................- s 8, 095, 791 8, 906, 730 810, 939 
3. Operation of criminal and scientific laboratory 1, 732, 227 1, 886, 160 153, 933 
4. Training schools and inspectional services_.............---- 696, 218 758, 430 62, 212 
Ree IIEIIIOGIOND, | sissy ocd tnmewencanetpsminies 4, 230, 922 4, 563, 363 332, 441 
er PNeINT COUUN. 200552 on cen eneueutaaecense 102, 364,429 | 111, 975, 429 9, 611, 000 

6. Relation of costs to obligations: Costs financed from ob- 
Beersens OF OF ner Years, NOE (——) « «oo ce cdncamaccrecsenecian —1, 519,625 | —1, 519, 626 |.............. 
te we te ub ioe ennbneh 100, 844, 804 110, 455, 804 9, 611, 000 
Financing: 1959 appropriation available in 1958. ...........-.. 1, 655, 196 3, 006) 108 €6....csta.--s 
New obligational authority...........------------------ 102, 500, 000 | 112, 111, 000 9, 611, 000 
Salaries and expenses, Bureau of Prisons 

Irn SUSU Sn as cat $2, 999, 000 
i ees ee Ae eee hed ed i mis Sache 2, 671, 000 
EEL AOD C0 GOR nn I Se a ddiedeneoe 35, 773, 000 
nnn ORS E MD. eT. Dare en SE ek 9 OE A a 1 20, 836, 847 
AI UD 9 OME a Te SEL NAS a a 16, 597, 743 
Tes GlentamUe SOE TinGar YORT. ne i Ba oe eee 41, 600, 000 


1 Includes $1,312,896 of 1959 funds obligated in fiscal year 1958. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Due to circumstances not foreseeable at the time the annual estimates for 
fiscal year 1959 were submitted to Congress, because of the higher and uncon- 
trollable workload, and as a result of new legislation, there are insufficient funds 
in this appropriation to complete the year without incurring a deficit. Addi- 
tional funds are required for the purpose listed below and a narrative justifica- 
tion for each item also follows: 


Purpose ; Amount 
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Pay increase, $2,447,000 


This amount is required to finance the cost of the general pay increases pro- 
vided for all Classification Act employees under Public Law 85-462 and the 
salary increases included for commissioned officers of the Public Health Service 
under Public Law 85-422. The full amount is required since no savings can 
be accrued in the regular appropriation because of the sharply increased work- 
load in the Federal prison system. 

The total prisoner population is the real measure of workload and is ex- 
pected to reach a peak of 22,800 in fiscal year 1959 as compared to 21,736 in 
1958. With the critically overcrowded institutions and the higher, more vicious 
and aggressive prisoner population the full authorized complement of employees 
is needed at all times. 

The total required for pay increase purposes is made up of the following: 


Bureau of Prison personnel: 




















NN a i incsnenweiweeenion $2, 121, 000 
Retirement and insurance contributions_______.__._.-_-_.._____ 144, 000 
2, 265, 000 

Public Health Service personnel : 
Personal services (classified employees) __..._--_--____-________-- 77, 000 
Personal services {commissioned officers) .........---_________ 105, 000 
182, 000 
ela hs an use ahdiniaa ge sabigm eer abiecebnines 2, 447, 000 


The pay increases for the Bureau of Prisons personnel and the PHS classified 
employees were computed by taking 10.2 percent of the net cost of the total per 
sonal services funds required for 1959 plus the cost of the increased retirement 
and insurance contributions resulting from the pay increase. The contributions 
were computed by taking 6.83 percent (6.5 percent for retirement and 0.33 per- 
cent for insurance) of the applicable increases. The cost of the pay increase 
for the PHS commissioned officers was computed on the basis of the actual in- 
crease for each officer on the rolls. 


Increased prisoner population, $194,000 

The 1959 appropriation includes funds for the direct care of prisoners based 
on an average population of 21,300. 

An unanticipated and unprecedented increase in the number of prisoners in 
our care during the first 6 months of the current year, climaxed by a peak of 
21,995 on December 18, 1958, dictated a revision of the estimated average for the 
year. This total was 1,130 higher than a year ago and 1,547 higher than 2 
years ago. 

The number of prisoners in institutions of the Federal prison system is al- 
ways substantially higher in the last half of the fiscal year than in the first 
half. Current studies and surveys of population trends, sentences, parole rates, 
time served, etc., indicate that the average population will be at least 22,000 
for fiscal year 1959. The peak population is expected to reach 22,800 before June 
30, 1959. The additional funds required for this activity are computed on the 
basis of an increase of 700 prisoners at a daily cost of 76 cents per man per day 
or $194,000. 

Replacement of inventories and higher cost of supplies and services, $358,000 

The increase requested is urgently needed to enable the Federal prison system 
to operate at previous program levels and to bring inventories of critical supplies 
up to a safe margin. It is of the utmost importance because our institutions 
are eritically overerowded—not only with numbers of prisoners, but with many 
more of the difficult types—long-term offenders in for serious crimes, aggressive, 
assaultive and dangerous men who will attempt escape at the first opportunity. 
Since the institution allotments have been insufficient this year, the supply in- 
ventories have had to be reduced and needed maintenance necessarily postponed. 

The total is required for the direct care of prisoners and for the day-to-day 
maintenance and operation of the institution plants and facilities. Involved in 
direct care is the food, farm, clothing, medical, welfare, custodial, educational, 
and release supplies and services. The cost of maintaining and operating all 
the utility services, motor vehicle fleets, buildings, roads, walks, and grounds 
together with all administrative services and employee transfer expense is in- 
cluded under the maintenance and operation heading. 
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dare of prisoners 

Reports from the institutions reflect sharp increases in the cost of commodities 
and services for the direct care of prisoners. Farm production, while higher at 
the majority of our institutions, has reflected losses at some locations. At 
Alderson, W. Va., the vegetable crop was an almost total loss because of a very 
wet growing season and the increased cost for commercial canned goods alone 
will be about $12,000. At Terre Haute, Ind., and Chillicothe, Ohio, flooded 
fields resulted in losses of crops and soil erosion costing in excess of $20,000. 
The 33 percent increase in postage rates will cost about $30,000 throughout the 
service, making a total of $62,000 for specific and abnormal needs this year. 
Inventories have been reduced and many institutions have found it necessary 
to reduce program needs to stay within their allocations. 

We have been unable to keep up with the rising cost of supplies and services. 
During the fiscal years 1957 and 1958 prices of the commodities making up 72 
percent of the direct care of prisoners expenditures increased by 7.6 percent, or 
$468,000, according to the price index of the Bureau of Labor Statistics. The 
increase allowed for higher direct “Care” prices in the appropriation during the 
same period and for fiscal year 1959 totaled only $228,000, or 4 percent, thus 
reflecting a shortage of $240,000 in fiscal year 1959 for price increases of the 
current and 2 previous years. 

To summarize the additional care-of-prisoners needs: 


For specific farm losses and postage rate increase_________________ $62, 000 
Difference between higher prices and increases allowed, fiscal years 
NNN ss nace hme vce nscale in on BARRA asda Re i wal hes af Rbita Ed 240, 000 
pe Sa eee a es rete ee a he ee 302, 000 
Less estimated amount to be absorbed through increased farm production 
and intensified acquisition of surplus supplies_.__...__._._.________ 144, 000 
Total requested for care of prisoners_____________-____________ 158, 000 


Maintenance and operation 


Increased costs resulting from higher prices of supplies and services, increased 
consumption due to the higher inmate population and deferred maintenance will 
require $200,000 additional for the maintenance and operation of the institution 
plants. 

The gross cost of the three major utilities—fuel, water, and electricity—in- 
creased due to higher prices and population by $121,264 in 1958 over 1957. In- 
creases in the cost of other commodities used in the maintenance functions 
averaged 2.4 percent in the past year for a total of $67,000. Increased consump- 
tion of commodities such as minor equipment, cleaning supplies, administrative 
items, vehicle supplies, etc., due to higher population during the current year 
will cost $66,000. The backlog of deferred minor maintenance jobs likewise has 
increased from $238,000 a year ago to $276,000 in the current year. Prompt 
action on these projects is required to maintain the institutions in a safe and 
economical operating condition. ; 

In addition, we have experienced some uncontrollable increases in the current 
year including higher water rates at Englewood, Colo.; Lewisburg, Pa.; Peters- 
burg, Va.; and Texarkana, Tex.; increased sewerage rates at La Tuna, Tex. and 
Springfield, Mo.; freight charges have gone up as well as passenger transporta- 
tion costs and the cost of gas, coal, electricity, gasoline, fuel oil, building mate- 
rials and cleaning supplies. These current increases will have to be absorbed 
somehow. To summarize, the $200,000 requested is computed as follows: 


For increased cost of utilities in fiscal year 1958 by reason of higher 


cca create cea caer amen nes $121, 000 
Increase in cost of other maintenance supplies and services_______--_ 67, 000 
Increased consumption of maintenance supplies and service because of 

re aera cyanea gusineseueneeasseeeevneietins 66, 000 
To reduce backlog of minor maitnenance jobs to about the 1958 level_. 43, 000 

297, 000 
Less increase for higher prices allowed in 1959 appropriation______~~ —97, 000 


Total requested for maintenance and operation___..-.--------- 200, 000 
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Program by activities 




















| 
| Presently | Revised | Increase 

available estimate | 

| 

1, eee care, and treatment of prisoners in Federal insti- | | 

tutions: 

er te mee i Se | $15, 795,000 | $15, 807, 000 | $12, 000 
(b) Subsistence (including farming operations). _....... | 5, 435, 000 5, 646, 000 211, 000 
(c) Education and welfare. ............................ } 2, 615, 300 | 2, 633, 300 | 18, 000 

(d) Clothing, allowances, medical expenses, releases, 
I aes | 2, 093, 700 2, 204, 700 | 111, 000 
2. Maintenance and operation of institutions.................- | 9, 468, 000 9, 668, 000 | 200, 000 
Be en I ss 6 tc ederim aud db bin lies so cnidttbedbbeen | 1, 906, 000 | 1, 906, 000 |. pak aut 
he RITE RNIN, 550 eciqeanescsen nee aitinnm any; 7, 000 | SUD bows osha, 
5. 1959 program obligated.in 1958... .......................--- —1, 312, 896 8, Bet) Wee lowers skap ates 
Supplemental required for pay purposes... _.......----------- } “52 487,000 }5........2..- | 2, 447, 000 
rn i ns ck decade tpinsaewhens| 04,000,108 |, $7,460,104 | 2, 999, 000 

Support of U.S. prisoners 

PUES NIE ise e nen en neem gage neneeenan $500, 000 
I es cess 500, 000 
a iaaditens gees pecnsncensne encima mevererceen we <= 2, 600, 000 
pesos G0 000. Bs.. does be 25. Sk eee et ok ecole al 1, 464, 178 
Pen DEAE, CORIO, an kee 22 a Ci ok. 881, 418 
re mI RGSS IITs OO IN ccna is irestmernir eri sinsarenentn 3, 100, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Bureau of Prisons contracts with suitable State and local jails for board- 
ing Federal prisoners for short periods of time, such as before and during trial, 
awaiting transfer to a Federal institution following conviction, or commitments 
for short sentences. The expenditures from this appropriation are directly 
related to the number of prisoners apprehended and committed to the various 
non-Federal institutions and fluctuate in relation to the jail days. An additional 
appropriation of $500,000 is requested to supplement the amount of $2,600,000 
which has been appropriated for this purpose and will make a total of $3,100,000 
available for the year. 

The additional funds are required due to an increase in jail days and per 
eapita costs. Of the 194 contracts renewed in fiscal year 1958 some 37 percent 
were at higher rates which reflect an increased cost in 1959 of approximately 
$140,000. Since the start of fiscal year 1959, a total of 48 contracts have been 
renewed with an average increased cost of 29 percent for a total of about 
$55,000 for these contracts during the year 1959. As other contracts are re- 
newed from time to time this year, the same ratio of increase can be expected. 

The average cost of caring for Federal prisoners in the District of Columbia 
institutions in 1958 was $2.99 per man per day. Based on billings for the first 
6 months, this cost is expected to increase to $3.58 in 1959 or a total increase 
of $107,000 for the year. The cost of prisoners jail days in institutions, ex- 
cluding the District of Columbia, is expected to average $2.49 per capita for 
a total increase of $393,000 for fiscal year 1959. 

The amount of $2,600,000 appropriated for fiscal year 1959 actually provided 
for only 1,027,668 jail days at the estimated per capita cost of $2.53. The in- 
crease in the cost of prisoners boarded in the District of Columbia jail, the 
estimated increase in the contract cost of keeping prisoners in other non- 
Federal institutions and the overall increase in the total jail days for the year 
result in a new and more accurate estimate of 1,157,250 jail days at an average 
cost of $2.68 per man per day. A distribution of the revised estimates for 1959 
follows: 
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District of Columbia jail: 


° ae Pere Pero a a ea 203, 700 
ane Sa ee DE a ete ental ea iain is neemenases 729, 000 
NE NN a ne a et gL ee ’ $3. 58 
Other non-Federal institutions: 
TNs eS ca a 953, 550 
Cost_--.--------------------~~~-..---+~-------------.------- $2, 371, 000 
‘ ht aa cn a $2. 49 
otal: 
rium ie i ile tl 1, 157, 250 
Cost_--_--------------~---------~.-~------------------------ $3, 100, 000 
I nterscccenetiee scehssieep ped ereensniasintrt en trcieneagreper en neneinsiateneraesnnihcdbibeeilonld $2. 68 


The appropriation language provides for the additional amount of $500,000 
for the same purposes, subject to the conditions set forth in the original appro- 
priation text. 


COMMUNICATION OF ADMINISTRATIVE OFFICE, U.S. Courts 


ADMINISTRATIVE OFFICE OF THE U.S. Courts, 
Washington, D.C., March 25, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
US. Senate, 
Washington, D.C. 


DeAR SENATOR HAYDEN: I am writing with reference to the amounts included 
for the judiciary in the second supplemental appropriation bill, 1959 (H.R. 5916), 
as passed by the House of Representatives. 

For your convenient reference may I briefly analyze the parts of the bill which 
include funds for the judiciary: 

(1) The full amount of $2,016,645 requested exclusively to cover increased 
pay costs under the Federal Employees Pay Act of 1958 was allowed by the 
House. Also, under the two appropriation items (“Salaries and expenses, Ad- 
ministrative Office, U.S. courts” and “Expenses of referees, U.S. courts”) in which 
the estimates constituted a combination of funds for increased pay costs and 
other purposes, the sums for pay costs were allowed in full. 

(2) The additional amount of $180,000 for fees of jurors and Commissioners 
included in the bill is estimated at this time to be sufficient to complete 
payments of fees earned in 1959. 

(3) An amount of $178,000, reduced to $160,000 at our request at the House 
hearings, was requested under the appropriation “Travel and miscellaneous 
expenses, U.S. courts” for the purpose of covering higher fixed costs and 
liquidating a backlog of orders for lawbooks and equipment which existed at 
the beginning of the fiscal year 1959 and which still exists. The bill includes 
$100,000 to cover higher costs. The House Appropriations Committee deducted 
the sum of $60,000 for the backlog and indicated in its report that it does not 
consider this to be a proper item for consideration in a supplemental estimate. 
It stated that estimates for 1960 will be carefully evaluated to determine the 
overall needs for the coming year. 

(4) The request for supplemental funds for the Administrative Office of the 
U.S. courts included the sum of $47,350 to establish a group to commence the 
study of rules of practice and procedure in the Federal courts as authorized by 
Public Law 85-513. The committee reported that this is the type of item which 
should be considered in connection with the annual estimates for 1960, and 
accordingly deferred it. 

(5) The estimates included the sum of $104,000 for 60 additional clerks and 
related costs for referees in bankruptcy. The committee report states in this 
connection that the item is not recommended to be included in the second sup- 
plemental appropriation bill, 1959 and that the need for additional employees 
and related costs incident to handling the increasing volume of bankruptcy cases 
will be reviewed in connection with the 1960 budget estimates. 

All of the reductions made by the House were, therefore, on the basis that 
it was felt that the requests should be for consideration in the annual appro- 
priation rather than in a supplemental. In view of this and the short remain- 
ing time in this fiscal year, we do not wish to ask your committee to make any 
restorations. However, if you wish, we shall be glad to appear before your 
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committee to answer any questions you may have in connection with appropria. 
tions for the judiciary. 


If you desire any further information I shall be glad to furnish it. 
Sincerely yours, 
WARREN OLNEY III, Director. 


THE JUDICIARY 
COURTS OF APPEALS, DISTRICT COURTS AND OTHER JUDICIAL SERVICES 


Fees of jurors and commissioners, U.S. courts 


Re UNURE NE RII ODE cree ptrmesctes is hss BeOS SS tee ee SL $180, 000 
I i bh tases 180, 000 
I re 74, 995, 000 
Nene eT ee en entrees 1, 327, 109 
eens erON. eo. BO eee 1, 327, 109 
Budget estimate next @ecal. year... ~.jiss-+.-% 555-2 eee 5, 120, 000 


1The sum of $55,000 of this appropriation was obligated in 1958 under a special provi- 
sion in the text. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Fees of U.S. commissioners 


Payments to commissioners for services in 1958 are expected to aggregate 
$760,000 and will include fees at higher rates under Public Law 85-276 for the 
last 10 months of the year. Because the higher rates will be in effect for 
the full year 1959 it is estimated that fees will total $780,000. The sum of 
$725,000 presently is available for fees of commissioners. To meet the estimated 
cost, an additional sum of $55,000 will be required. 


Fees, expenses and costs of jurors 


The costs for juries in 1958 amounted to $4,196,300 and included higher statu- 
tory fees which were in effect only from September 7, 1957. The estimate for 
1959 is $4,315,000, or an increase of $118,700 of which approximately $30,000 is 
estimated to cover the difference between higher fees being in effect for the 
full year 1959 as compared with 10 months of 1958, while the remainder, 
$88,700, will provide funds for a slight increase in payments to jurors. The sum 
of $4,191,000 presently is available for costs for juries and an additional amount 
of $124,000 will be needed to complete estimated payments to jurors serving in 
1959. 

A supplemental sum of $124,000 together with funds now available will allow 
an average increase in payments in 1959 of 2.8 percent over 1958. Expenditures 
to November 30, 1958, totalled $1,185,295 as compared with $1,128,353 for the 
same period a year ago, or an average increase in payments of 5 percent. It 
is recognized that payments for the first 5 months of this year include the higher 
rates of fees for the full period whereas the same period last year was made up 
of payments at old rates for 2 months and new rates for 3. It is believed that 
as the year progresses the current percentage of increase will gradually de- 
crease to the point where funds requested (for a 2.8 percent increase) will be 
sufficient. 


Taxes and assessments 


To pay the Government’s share of FICA taxes on fees paid to U.S. commis- 
sioners, it is estimated that an additional sum of $1,000 will be needed in 1959. 


Object classification 








1959 1959 1959 in- 
presently revised crease (+) or 
avilable estimate decrease (+) 

Personal services: Fees, U.S. commissioners --...--...-.--..-- $725, 000 $780, 000 +$55, 000 
Other contractual services: Fees: 
Jeary cbmitmianioners. «45.2.2 snes odbc cnidtss~ sass seolnnss 10, 000 10,000 |i... ..nes-45 
eles onieannn 570, 000 620, 000 +50, 000 
Neen ee en nn a caceummh na aipaouie 3, 611, 000 3, 685, 000 +74, 000 
Grants, subsidies and contributions...........-..2-.----.--.-- 13, 000 18,000 [i..0...1.55 
Tames and Gceesemmente so 5 a wtb nd) cite nese nnteis 11, 000 12, 000 +1, 000 








aap dieeaacerennienl 4, 940, 000 5, 120, 000 180, 000 
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Travel and miscellaneous expenses, U.S. courts 


AMON] POGUON nicl te rennin semawesconensaneenwesecnns $178, 000 
MGNBO GlLOWEROR. .. 2.012 ween enero enn nnennnmnnennene 100, 000 
STIR TION, 10 COCR iin sete eee qe eqn eg enenenennmpenapmaeecenine 2, 975, 000 
ne: CO Sy: Wh BE Oe nerredeediepmteetnnensemenigetpeehii-naimeiemetpenes 1, 394, 531 
ere OD DPOF. (BO BIN ici ecienegrenenteperye rennin memmtinmananoss 1, 068, 223 
Tens GUEMERLO. BORE BOCA, FOR Biren gegen nqnncensnnmngewesncas 3, 733, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The “Miscellaneous expense”’ portion of this appropriation provides the funds 
with which to purchase the supplies, equipment, lawbooks, printed forms and 
communication services for the U.S. circuit and district courts (except for the 
offices of referees in bankruptcy). As the fiscal year 1958 progressed it was noted 
that the costs of communications, transcripts, printing opinions, and commodities 
were advancing rapidly; also, in their efforts to keep abreast of the increasing 
yolume of business the courts required more of these facilities and equipment. 
Funds were inadequate to meet all the demands and it therefore became neces- 
sary to defer the purchase of numerous essential items of equipment and law- 
pooks. Fiscal year 1959 thus began with a backlog of unfilled requests from 
court officials totaling nearly $80,000. A review of the needs of the courts in 
the way of physical facilities and the policies of administering the appropriation 
concerned indicates that every effort is being made to effect economies of opera- 
tion, but yet additional funds are needed to provide the courts with necessary 
tools and equipment. The following requests for additional funds, except for 
penalty mail, are presented for the purpose of providing funds to eliminate the 
backlog and to meet current needs from the current appropriation. 


Communication services 


An additional amount of $39,000 will be required in 1959 to meet the current 
rate of payment for communication services. The estimate is comprised of two 
elements: (1) $18,000 for telephone rate increases authorized by competent au- 
thority; (2) $21,000 for increases in reimbursements to the General Services 
Administration resulting from changes in billing procedure under GSA Circular 
93, revised May 13, 1957. 

The increases in rates and reimbursement to GSA are changes over which there 
is no administrative control on the part of the courts and the cost to the courts 
rises in the same proportion as to other Government agencies. 


Penalty mail 


The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
places an additional burden upon the appropriation through the payment at 
higher rates for the use of the penalty mail privilege. It is estimated that the 
additional cost in 1959 will be $28,000, or about one-third more than funds 
presently available. 


Printing opinions of courts of appeals 


An increase in the number of opinions produced by courts of appeals and the 
rising contract rates therefor indicate that an additional sum of $11,000 will be 
required in 1959. Obligations for the first 5 months of this year total $5,000 more 
than for the same period a year ago. It is requested that the sum of $11,000 be 
included in the supplemental appropriation. 


Transcripts allowed by the courts 


At its two most recent meetings, March 1958 and September 1958, the Judicial 
Conference of the United States authorized increases in maximum rates to be 
charged by court reporters for transcripts. 

In March, the ceiling on ordinary transcript was increased from 55 to 65 cents 
per page for the original and from 25 to 30 cents per page for copy. Maximum 
rates for daily transcript were increased in September on a sliding scale basis 
from $1.30 to $1 per page for the original and from 50 to 35 cents per page for 
copies as the number of copies ordered increased. The cost to the Government 
for furnishing transcripts on appeal in forma pauperis has therefore increased 
by approximately $12,000 per annum and a supplemental appropriation will be 
needed to cover these increases. 
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Photocopy paper 


By turning to mechanical means of producing copies of documents requesteq 
of offices of clerks of court, the clerks have been able, to a large degree, with 
present staff to handle the increase in volume of this phase of their work. It is 
necessary, however, to furnish these offices with supplies required to produce 
the copies. In order to fill requests for photocopy paper for use in preparing 
such copies an additional appropriation of $10,000 will be required. It is re 
quested that this sum be included in the supplemental appropriation for 1959, 


Equipment and lawbooks 


The fiscal year 1958 closed with pending unfilled orders for lawbooks, genera] 
office equipment, and furniture totaling approximately $80,000. Since that time 
numerous orders have been filled but the more recent requests have been placed 
on the pending list. The lawbooks should be furnished to the courts without 
delay. Items of office equipment and furniture are required for normal opera- 
tions and should be provided when the need arises. In order to close the fiscal 
year 1959 with no backlog other than current requisitions and to foresee the pos- 
sibility of providing the courts with these items during 1960 with funds ap- 
propriated for that year, it is urgently requested that an additional sum of 
$78,000 be appropriated for 1959. 


Object classification 




















1959 1959 1959 in- 
presently revised crease (+) or 
available estimate | decrease (—) 

Direct obligations: | | 
lis a I la aati es el $1, 346, 100 oe} fl ae 
no a cnc nininninncanedbnin ee eaaeen 25, 000 26,000 12525. 
CRIN OUTED a oo od So ene onen~guioddsen-<es 336, 200 375, 200 +$39, 000 
ena A ge lee acme stl el 5 late Et 92, 000 120, 000 +28, 000 
Remte and Uility serv ios... .. 2250 io. ese. 5, 009 §,000 1........c15 
PAE OO SOMBOOGMOMOD. 65 doce sciccigenectccciencecccuce 168, 700 179, 700 +11, 000 
Ce CO OT WROOS no ne rnenenstantonpeavéccem 42, 000 Fg Rs 
Transcripts ordered by court... _..........-.-:--.-.... 45, 000 57, 000 +12, 000 
Attorney’s fees, Commission on Mental Health, Dis- 
ai tention tseatinemamieatnitndiin 1, 000 1, OOO Li cccapennss 
I eed 190, 200 200, 200 +10, 000 
Equipment: 
nn OR Sach hihi Blas iecinddesccennd kde ctu 104, 000 134, 000 +30, 000 
SII sin onciytetGiny tethnaas th tianenatenpeet te entedhsben 144, 800 162, 800 +18, 000 
it hn ti a aa a 103, 000 133, 000 +30, 000 
Lewnoooks, comtinmations... .......c..c-cccnccccececss 372, 000 S72, GOD, bce 0<sctesiide 
Total diréct obligations ............-.-..--.......-.. | 2, 975, 000 3, 153, 000 178, 000 
Salaries and expenses, Administrative Office, U.S. Courts, 1959 
ee ee ee $138, 350 
I iit ici aoa ce ewernmie wth an lode LSD 91, 000 
III TID BOOS ss i os he ro hia median ees 950, 000 
etme Mare IOWA, Aen Ob ee og et el en So 468, 494 
Seen PT UOW ws GHlOy 1D ia St isl See tee eben 420, 139 
Budget estimate next fiscal year................-._.-.-...--=---.+~ 1, 404, 400 


LANGUAGE CHANGES 


It is requested that the appropriation language for 1959 be amended to include 
immediately after the comma following the word “advertising”, the provision 
“services as authorized by section 15 of the act of August 2, 1946 (5 USO. 
55a), at rates not to exceed $75 per diem for individuals,”’. 

The text of the appropriation so amended would permit the employment of an 
expect to collaborate with the proposed group to be established pursuant to Pub- 
lic Law 85-513, approved July 11, 1958, to conduct under the direction of the 
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Judicial Conference a continuous study of the rules of practice and procedure 
in the Federal courts and to recommend changes in such rules. An identical 
change in language is requested in the justifications of budget estimates for 
1960. 

PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


An additional appropriation of $138,350 is needed in the current year for the 
following purposes : 


{1) Increased pay costs under the Fereral Employees Salary Increase 


iP eeen Sec o8! oo ek ee he a ge es $82, 100 
(2) To establish a group to implement the provisions of Public Law 

Aerie ees ARON OGL, SEARED RO i ao lace intimin pp teeann beet 47, 350 
(3) Higher hourly pay for employees whose rates of pay are fixed 

ROY NN 3. Sin ta ws ob hin be aie Aah 4is kein ek = eh acne etree 5, 900 
(4) Actuarial study of the Judicial Survivors Annuity System___---~- 1, 000 


{5) Higher postage rates authorized by the Postal Increase Act of 1958_ 2. 000 


I ee eae i) Re eee SaaS a SS 138, 350 
Increased pay costs 


Due to a fewer number of judges on the rolls during the first 5 months of fiscal 
year 1959 it is recommended that the sum of $82,100 estimated to be required 
to cover higher pay costs in the Administrative Office under the Federal Em- 
ployees Salary Increase Act of 1958 be transferred from the appropriation for 
salaries of judges. The estimate is comprised of $69,600 representing an aver- 
age salary increase of 10.3 percent, including the cost of the change in the 
method of computing salaries; $7,300 to cover the cost of placing four positions 
in grade GS-17 as authorized by section 10(f) of the act; and $4,950 and $250 
for the Government’s contribution to the civil service retirement fund and its 
share of group life insurance premiums, respectively. It will be noted that the 
1959 column of the 1960 budget schedules did not include the estimated related 
costs, but only $76,900 for the salary increases. Employment in the Administra- 
tive Office is running firmly against the level estimated for 1959 and funds avail- 
able for other purposes will be needed to meet the current operating expenses 
of the office. Therefore, none of the pay costs can be absorbed in this appro- 
priation. 


Rules group 


In accordance with the provisions of Public Law 85-513, approved July 11, 
1958, and the assignment by the Judicial Conference under the provision of 
28 U.S.C. 604(a)12, “[The Director shall:] Perform such other duties as may 
be assigned to him by the Supreme Court or the Judicial Conference of the 
United States”, it is proposed to establish a group in the Administrative Office 
of the U.S. Courts to conduct a continuous study of the operation and “effect 
of the general rules of the practice and procedure in the Federal courts and to 
recommend changes in and additions to such rules. To establish this unit at 
the earliest possible time it is requested that additional funds be appropriated 
for 1959. The sum of $41,000 would be sufficient to pay salaries of the staff for 
the last 4 months of the fiscal year 1959 to initially equip the group and to 
provide it with necessary service and travel funds. The proposed staff consists 
of four attorneys in grade GS-15 and two secretaries in grade GS-7 who will 
operate with the assistance of an expert in the field of rules of practice in the 
Federal courts and who will be compensated, on a when actually employed basis 
as provided in the herein proposed change in the text of this appropriation. The 
details of the estimated related costs will be found in the analysis on a pre- 
ceding page. 

It is expected that the establishment of a rules group in the Administrative 
Office will have an immediate impact upon the Division of Procedural Studies 
and Statistics in that there will be required new and additional statistics for 
basic study. It is requested, therefore, that the sum of $6,350 be appropriated 
for the employment of a statistician in Grade GS-14, a tabulating machine 
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operator in grade GS-3, and for the initial purchase of furniture and equipment 
which would cost approximately $1,150. 


Increases Authorized by Wage Boards 


Adjustments in salaries of employees whose rates of pay are fixed by action 
of legally constituted wage boards were made in October 1957, April 1958, and 
September 1958. Also, as the result of a recent survey, a wage increase effective 
January 12, 1959, has been recommended for warehousemen. It is requested 
that the sum of $5,900 be included in the supplemental appropriation to cover 
such increases payable in 1959. 


Actuarial study of judicial survivors annuity system 


A provision in section 4 of the Judicial Survivors Annuity Act requires the 
periodic examination of the fund under the act by an actuary. The first of such 
examinations was made in July 1958 by an actuary of the Treasury Department 
and his findings were reported to the Judicial Conference in September 1958 
as required by law. The reimbursement to the Treasury Department for his 
services waS approximately $1,000. Because of the heavy demands upon the 
appropriation for the Administrative Office this sum cannot be absorbed and it 
is requested that it be included in the supplemental appropriation for 1959, 
Penalty Mail 

The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
placed an additional burden upon the appropriation through the payment at 


higher rates for the use of the penalty mail privilege. It is requested that the 
supplemental appropriation for 1959 include $2,000 to cover the additional cost. 


Analysis of request for additional funds for 1959 








Wage 
Increased Rules Board Increased 
pay costs group increases postage Total 
and actu- rates 
arial study 

a ae $76, 900 $31, 200 ft } aes $115, 000 
aed 0k cctiwkcdeansccsiencaccess|anwiennewwus REE LacGiavucnes siecnesehaxt 2,000 
es eh eddininna se ceakte mbna dimen NN ee ic ah eat tee saiait : 900 
SE Ee Genoa. Ri oweenewesedascusceadunisbaccerws|seeousscs bey antes $2, 000 2, 000 
ne Ge CREP ORITIIOR...... 2c cnccessscfoncccessue- Dh bbcl Seta buanckan ene 350 
Other contractual services. --....-----.----- icici: hint batiaeinel ygnnd geben 250 
Equipment.__- ge igihei a bene wekmel cmmpnanyins PRED Ecbichacucns-Benxnecssasee 11, 300 
Contributions to retirement fund-_---.---- 4, 950 1, 600 Bis code AS. 6, 

Deb scemeen tenes onsegoyiterehonserr 82, 100 47, 350 6, 900 2, 000 138, 350 

1 $9,300 of this amount is a nonrecurring item for furniture and equipment. 
Expenses of referees 

ees Doman eo. a foe pet ansb ce cecic i tidicunnn $351, 600 
ee ren be, 6 ts el Sli ckd i oem nnteiiinnibe 247, 600 
mens Were rs Sha a oe ee uw clone 2, 625, 550 
Getto on Owl SO; MB 2 et ic tas cctv nn cle 1, 155, 403 
Bepemerturen 20 sev. OO, Reuss ohs 6d bk ce ac cee 956, 674 
Danse estiainte next 'fisval yoaruw oo ei oe ee 8, 580, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds for fiscal year 1959 are requested for three purposes: 
(1) for increased pay eosts under the Federal Employees Salary Increase Act 
of 1958; (2) for higher postal rates under the Postal Rate Increase Act, 1958, 
and (3) for additional employees, services, supplies and equipment needed to 
handle the rising volume of business in the bankrupty courts. 
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Increased pay cost 


The average per annum increase under the act is about 10.3 percent, includ- 
ing the cost of the change in the method of computing salaries. This percentage 
factor was applied to the amount available in the 1959 appropriation for salaries 
of clerical employees to referees, all of whom received increases under the act. 
The estimate of $201,300 was thus computed. The related costs of the agency’s 
contribution to the civil service retirement fund, 64% percent of the increase 
in salaries, and its share of the group life insurance premiums, $3.25 per thou- 
saind per year, are estimated to be $11,000 and $300, respectively, making the 
total additional amount required for increased pay costs to be $212,600 for 
which a supplemental appropriation is requested. 


Additional amounts required to handle rising volume of bankruptcy cases 


It is estimated that the number of bankruptcy cases to be filed in 1959 will 
total 107,000, an increase of 15,352 cases over the total filings in 1958. During 
the first 5 months of 1958, there was an increase over the same period of 1957 
of 5,766 in cases filed, and for a similar period of 1959 over 1958 the increase 
has been 6,266 or an average increase of 1,253 cases per month. If this average 
rate continues, the total filings in 1959 will be 106,704. The percentage increase 
in filings during the first 5 months of 1959 is 18.3 percent as compared with the 
corresponding 5 months of the fiscal year 1958. If this percentage rate continues 
throughout the fiscal year 1959 the numerical increase in filings will be 16,775 
which will raise the total cases filed for the year to 108.443. Based on these 
additional facts, it appears that our earlier estimate of 107,000 cases is firm. 

To cope with the rising caseload it is necessary to augment the clerical staff 
in many referees’ offices and to provide additional funds for rental of space for 
furnishing supplies, equipment and utility services. A supplemental appropria- 
tion made up of the following amounts is requested : 


Additional personnel: 60 clerks in GS-4, at $3,755 per annum to be 


employed for approximately 3 months each________________________ $50, 000 
NTE eT Te eee eee enn ee ee shinee eee om oa bea eee 5, 000 
RRO WEN On nto ee ee 10, 000 
ee eeeeuncmmnu Yemearermwemee, 0280 Pr ee oe ee a ee ees 200 
ao as escnantincireareies geressineroipareten Seertsiapiteendghdettegteraare igs 5, 200 
ee ca Ee ence eee ipso rpeneae 30, 000 
TTT ee ee ee en ee or enieheenaee rete 3, 600 

clo eine wt oon eg eins pnts a 104, 000 


Penalty mail, additional cost 


The passage of the Postal Rate Increase Act, 1958, effective August 1, 1958, 
places an additional burden upon this appropriation through payment at the 
higher rates for the use of the penalty mail privilege. It is estimated that the 
additional cost in 1959 will be approximately $35,000 for which a supplemental 
appropriation is requested. 


Program by activities 























1959 1959 1959 in- 


















presently revised rease (+) or 

available estimate lecrease (—) 
Clerk hire and miscellaneo's exnenses of referees_-_-........... $2, 838 150 $2, 977, 150 +$139, 000 
Supplemental required for pay increases. ....---------------.- HERR ND Vocccmnnecacons +212. 600 
ORIN seaman ennesiuniaaerne 2, 625, 550 2, 977, 150 351, €00 
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DEPARTMENT OF THE INTERIOR 
BUREAU OF INDIAN AFFAIRS 
LeTreR FrRoM SENATOR BARRY GOLDWATER 


NAVAJO-HOPI ROAD PROGRAM 


Chairman Haypen. I have received a letter from Senator Gold- 
water in support of funds for the Navajo-Hopi road program. This 
letter will be included in the record at this time. 

(The letter referred to follows :) 


U. S. SENATE, 
Washington, D.C., Aprii 10, 1959. 
Hon. Cari HAYDEN, 
Chairman, Committee on Appropriations, U.S. Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: In the Four Corners Area of Arizona development is tak- 
ing place at the present time at a furious pace. Discovery of some of the richest 
deposits of oil, gas, uranium, and coal, as well as the construction of Glen Canyon 
Dam, have brought hundreds of vehicles into an heretofore unexplored and un- 
traveled area have caused staggering traffic problems on the tiny country 
roads which are presently being used for access. 

Because emergency relief was indicated, last year Congress passed the Navajo- 
Hopi road bill, now Public Law 740, authorizing $20 million for construction on 
Highways 1 and 8 across the Indian reservation. On the basis of this public 
law, construction plans were laid. Now to fail to appropriate any funds com- 
pletely ignores the intention of this legislation and the dire need for it, 

On March 20, the House removed a provision in this year’s appropriation bill 
which made an appropriation of $1 million for initial construction. At the time 
the public law was approved, construction plans were immediately begun, and 
on this basis certain commitments were made. The stricken appropriation was 
thus a deficiency appropriation to cover the amounts the Interior Department has 
allotted from other Indian road funds. 

I urge that you reconsider the House action and will appropriate sufficient 
funds to let contracts for start of construction in fiscal 1959. 

Sincerely, 
BARRY GOLDWATER. 
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DISTRICT OF COLUMBIA 


STATEMENTS OF ROBERT E. McLAUGHLIN, PRESIDENT OF THE 
BOARD OF COMMISSIONERS; DAVID B. KARRICK, COMMISSIONER; 
GEN. A. C. WELLING, ENGINEER COMMISSIONER (ACCOMPANIED 
BY WALTER L. FOWLER, BUDGET OFFICER, AND SCHUYLER 
LOWE, DIRECTOR OF GENERAL ADMINISTRATION) 


OVERALL AMENDMENTS REQUESTED 


Chairman Haypen. We will next take up the District of Columbia. 

Senator Pastore. 

Mr. McLaveuurn. Mr. Chairman, I am Robert E. sane 
President of the Board of Commissioners. 

Chairman Haypen. Weare glad to see you. 

Senator Pastore. The committee will now hear from the Commis- 
sioners of the District of Columbia on their amendments requested to 
the House bill. 

The House cut $1,293,133 from the total requested in several ap- 

ropriation items, and you are asking for restoration of $557,450, plus 
$964,300 requested in Senate Document 20, or a total request of 
$821,750. Also eugene is the additional sum for Federal contribu- 
tion to the general fund, $3,100,000; the House allowed $5 million, and 
the regular bill for this year provided $20 million. The Commis- 
sioners’ letter on the amendments requested the amendments submitted 
in Senate Document 20 and the justification filed in support thereof 
will be placed in the record. 

(The information referred to follows :) 


DISTRICT OF COLUMBIA, 
April 3, 1959. 


Hon. CaRL HAYDEN, 
Committee on Appropriations, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR HAYDEN: The Commissioners beg to express to you their sincere 
thanks for extending to them the courtesy of an opportunity to indicate to your 
committee certain changes desired by them in the District of Columbia second 
supplemental appropriation bill for 1959 as passed by the House. 
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The changes requested are summarized by objects and funds as follows: 








Amount Amount 
Object reduced by | requested to 
House be restored 
as 
OPERATING EXPENSES 
Title I: 
Department of General Administration....._.......-........-.--.------- —$03, 250 |.......... 
Derartment of Occupations and Professions. -..-................-..----.- —5, 750 +25, 750 
Peele MOOS. 8h ahaha da se blocasbsbidecunbsidccncncbdbockssnnsufsescccteees—oe 1 200, 000 
cincinnati aiiinmnaineseRtanambntinniandtnbtcginen ers —38, 250 


Metronolitan Police 
Dr i eal ie engi ee ehihddlieatebabcnsile) lonevareceesenaless 
Department of Corrections 







Derartment of Public Welfare 























Reena ee cisco ncn upe pari ‘ . 24.961. 
Settlement of Claims and Suits... ot 
POETS... «. noc ceswnccccncesen 2+-88, 066 
Re SE occceneccesemsmensnsnsapenesceneccanccictesnsccéecncces| saceschudserwaficctaslae 
PE ED Ccktancanamdnag at eesanestapensnenapernncencsesepasauenstsee ¥ +159, 250 
Title IT: 

I osc nicci-nkdiiekaemeyticlelowadanmihdeucmoninrdtbuienanndiwd OWS tits skeen 
Oe ee SS Oe aS a Ce se 98,100.14 ce r 
Ne nee a ccadipabundagieanasdonteeay +98; 908 1.2 ee 
NI go Sh Sisco npbenabininissésetbornonnpecsnin —43, 300 +43, 300 

ee on a nccrncincnwsaubncmeneemurnweweiae | fe 
i ian i ine iia cnaideestelnnvewetcnonasaccacens 1,588 |... 
Derartment of Vocational Rehabilitation...............-.-.-----.--___ —$, 900 13.s....2065 
he arene cies tum abarnmrbndes es ahangnnetie suaninek OT TES tnoancake ee 
SO ae eran eee —469, 995 2+ 527, 295 
Department of Buildings and Grounds--....-.......--..-------------.- = $5,005. |. 2.nccheik 
EES ie sub dn nati tcbnnnenndscebhadodat smeccads —2, 750 |--------cemces 
Department of Licenses and Inspections...............-...-.-.-.----_--- A 176. |. ncnkacaame 
I RT ee eo ede —86, 50 +20, 000 
Department of Verictes end Traffic... .. ......0...0..-- 5.6... -2--- ee TOMO Aoi cosveceneee 
en cmb aeeeeuan abwouss =, ON 1 connne see, 
OEE tM, Ls cbt hh dbces dbuh vankvewen uch = %, 700 fn nnkdcnecehs 
Nee eee ee ce oi nse amen —61, 975 +61, 975 
PE SEDER WEEE ok. oc dbo don ci clansetendccncccecthcccceecnse —16, 925 +10, 000 
Teen al —47, 883 +662, 500 
Se IRN OUI sce bin emann Sdecteerestnaenenweasaen —1, 293, 133 2 +821, 750 

BY FUNDS 
SI REID, Whe SRA RAG hc cnnbacksconcccescibecnsaussccsenncus —1, 204, 656 +821, 750 
en oi ics aed pokigiatanmnsenknemdnmcenemomnas ON ETE Nicicmmasionn eee 
a ok aod eniemwiantinecaemanemna ROO Bcunceknuiie 
nN IN IN scsi ccc oniceamnsenmncnéesieucnncerecenmneslocatesonatcae Noes ee 
er nD SNORE WON i ecco wkndnnesan to aceccnccnccsudausblbldl stil dicuese dt iocdL bale 
aiid scale icin ce ip invigdlsmplbvanabns iia Soon date anemic —1, 293, 133 3 +821, 750 
1 Reduction recommended by Commissioners in full amount allowed by House. 
2 Includes budget amendments contained in S. Doc. 20 as follows: 

son nh acaba idonseamandwececnescanceccateceuancnawe $115, 000 
NN ee ks a nenwcacwacdandousnesernamausnideeisin 3, 934 
dh ae natin Ulla sienna cniuadececenaccnanbhoonweawudtheneiaenensd 88, 066 
a cnn nesinianetanhebanhsenubeahonesandunnemcsasmeae 7, 300 
gE ra coer ee Sines cid cea ne nies cniintieiinoieerneseasaimodenanacsee ----- 264,30 


3 Excludes $14,000 requested restored for pay increase costs, Department of Vehicles and Traffic. 


Again, I thank you for this opportunity. 


Yours very truly, 
Rost. E. McLAvuGHLIN, 
President, Board of Commissioners of the District of Columbia. 


FrEepERAL PAYMENT 


(House hearings, p. 854) 


I siesisiarebinichinuliimsmecennel $20, 000, 000 
a cleagriomenvsncimniomemmiananns 20, 000, 000 
i a csietnicneabs 9, 000, 000 
House allowance, supplemental 1959 (reduction of $4,000,000)__._. —_5, 000, 000 
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AMENDMENT REQUESTED 


TITLE I 


Page 10, line 26, strike out “$5,000,000” and insert in lieu thereof “$8,100,000”, 
or an increase of $3,100,000 in the appropriation. 

The last session of Congress enacted Public Law 85-451, approved June 6, 
1958 which increased the authorized Federal payment to the general fund of the 
District of Columbia from $23 million to $32 million. This action, which was 
effective beginning with fiscal year 1959, was taken after comprehensive testi- 
mony was presented concerning the financial condition of the District, the un- 
usual requirements imposed on the District, and the limitations on revenue 
possibilities, all of which served to indicate and justify the increase in the 
Federal payment that was authorized. 

In formulating budget estimates for the District of Columbia, this authoriza- 
tion of Federal payment is considered with other financial resources as the 
means of financing proposed expenditures for the District. The increase was 
approved subsequent to the budget submission for 1959 but it was anticipated 
that it would be needed to partly pay the cost of the then pending pay increases. 

The supplemental estimate for 1959 requested items payable from the general 
fund totaling $14,033,022. It was proposed to finance these requirements by 
increasing the Federal payment by $9 million and approximately $5 million from 
District funds. The House cut the expenditure request by $1.204,656 and re- 
duced the Federal payment. After these actions and releasing all reserves it is 
estimated that the deficit in the general fund at the end of 1959 will be 
$2,226,556. 

The Commissioners are requesting the restoration of $557,450 of this expendi- 
ture. In addition there are pending for submission to Congress requests for 
further supplementals amounting to $264,300 or a total increase of $821,750 over 
the House bill. 

After considering restorations the pending supplementals and the proposed 
amendments, the financial condition of the general fund for 1959 follows: 


Revenue availability : 


Seems 20 peminmine OF Seer. ok ee nncene $9, 860, 919 
nen Trovenue Comectinnes Le 146, 160, 000 
Federal payment (presently approved) ------_--__________ 25, 000, 000 
SINGS SOO UT ces sect ee so eiwsipre canis reson as evens se 181, 020,919 
Funds required : 
Appropriations approved for 1959 (funds required) —~__-_____ 170, 419, 109 
Supplementals approved by House__..--..-----_____-______ 12, 828, 366 
Restoration requested : 
INI Ue edie tals $557, 450 
IO Re 264, 300 
a 821, 750 
CI SRR I tert necmenaiarindeda sensi mireeariwibenty 184, 069,225 
aR tetas ats a hiviaed beeen alae aces 3, 048,306 


This amendment requested will increase the House allowance for the Federal 
payment by $3.1 million which will eliminate the deficit and leave a surplus of 
$51,694 at the end of 1959. 


38932—59—35 
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SUPPLEMENTAL Estimate, SENATE DocuMENT 20 
DISTRICT OF COLUMBIA 
District OF COLUMBIA FUNDS 


OPERATING EXPENSE 


H. Doc. House 








“| 
Revised 
90 Heading document | estimate Increase 
page estimate | 
|e ——E ee — Se a7 — ee 
14 | Department of Public Health.----_-- | $1, 879, 700 $1, 937, 000 | $57, 300 





This additional amount is to cover an increase of $0.16 in the per diem reim- 
bursement rate for care of District of Columbia patients in St. Elizabeths Hos- 
pital, approved effective January 1, 1959. For the last 6 months of fiscal year 
1959 the total patient-day cost will be increased from $6.75 per patient-day to 
$6.91 per patient-day. This amount is in addition to the estimate of $1,879,700 
transmitted to the Congress in House Document 90 on March 2, 1958. 


| | 





H. Doce. House Revised 
58 Heading dociment | estimate | Increase 
page estimate | | 
41 | Department of Public Welfare. ______- | $897, 200 $1, 012, 200 | $115, 000 


1 | 





This amount is to cover the cost of public-assistance caseloads which have 
increased an average of 73 cases per month since transmission of the estimate 
of $897,200 in House Document 58 on February 11, 1959. 


MISCELLANEOUS 








H. Doc. House Revised 
58 Heading | document estimate Increase 
page estimate 
41 | Settlement of claims and suits_- $20, 197 1 $24, 131 $3, 934 
ee ae ee "30, 219 | 118, 285 88, 066 





(Delete the paragraph and tabulation under the head “Judgments” on p. 42 
of H. Doc. 58 and insert in lieu thereof the following: ) 

For the payment of final judgments rendered against the District of Columbia, 
as set forth in Senate Document Numbered 20 (Eighty-sixth Congress), $118,285, 
together with such further sums as may be necessary to pay the interest at not 
exceeding 4 per centum per annum on such judgments, as provided by law, from 
the date the same became due until the date of payment. 


Amount of | Costs Total 
judgment | 


Rebert H. Jones v. District of Columbia__._......-.____-___- $5, 000 $5, 000 
Annie F. Campbell v. District of Columbia | _____--- ‘ a 15, 000 ; 15, 000 
The Prookings Institution ieee ance iaram «tie vale $107 | 107 
District of Columbia v. Karsusk y etal _- : F | 81 | 8] 
Dennett v. District of Columbia. -__- id ES eee 10, 000 | 31 10, 031 
District of Columbia v. Pen Lar Associates. he sie = nae _| 67 | 67 
Scull, et al., v. District ci Columbia, ef ai. .............. 60, 000. | 192 60, 192 
Albert M. White & Imperial Ins. Co. v. District of Columbia, | | | 
SE et Occ accinbers 173 6 | 179 
Eastern Dispensary & Casualty “Hospital to its own use and | | 
to the use of Boston Ins. Co. v. District of Columbia, et al___- 2, 128 4 2, 132 
Progressive Builders, Inc. v. District of Columbia___...-_______- | 6, 620 131 | 6, 751 
Jessye M. Rarnard v. District of Columbia_...............-- 10,000 |__- | 10, 000 
Mabel Elliott v. District of Columbia -...........---.-.----..- 8, 500 | 245 | 8, 745 
WEEE haa San as toe koenacasedonidyguintennccasves wane 117, 421 | 864 | 118, 285 
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These increases are to provide funds for the settlement of claims and suits 


and judgments and costs adjudicated since the transmission to the Congress 
of House Document 58 on February 11, 1959. 


SUPPLEMENTAL ESTIMATE 


Senator Pasrore. All right, Commissioner McLaughlin, will you 
justify the need for the additional $3,100,000 requested for the balance 
of thig fiscal year and give us any other comment you care to make 
on the overall requests. 

Mr. McLaveutin. Mr. Chairman, may I present Commissioners 
Karrick and Welling who are with me, and we have many members 
of the staff, that is, heads of departments to justify when I finish 
with my statement. 

The budget estimate for supplementals for the District of Columbia 
amounted to $15,305,000, which consisted of $14,006,000 for salary 
increases and $1,299,000 for other purposes. These estimates were 
submitted in House Documents 58 and 90 and were chargeable to the 
funds of the District as follows: General fund, $14,033,022; highway 
fund, $651,999; water fund $321,834; sanitary sewage works fund 
$282,608; and the motor vehicle parking fund, $15,537. 

It was proposed to finance the requests for the funds other than the 
general fund from District sources. In the general fund an increase 
of $9 million in the Federal payment was requested to partially pay 
the cost of the salary increases. This would have increased the pres- 
ently appropriated amount of $20 million to $29 million, which is 
well below the authorized Federal payment of $32 million. 


HOUSE REDUCTIONS 


Of the $15,305,000 requested, the House approved the amount of 
$14,011,867, or a reduction of $1,293,133. Fortunately there were no 
cuts in items for public schools, metropolitan police, fire department, 
and department of sanitary engineering. However, funds for salary 
increases of the other 23 departments of the District were reduced by 
approximately 25 percent. It has been noted that pay increase items 
for Federal departments were reduced by a maximum of 10 percent. 

In the general fund, the House allowance was $1,204,656 below 
the amount requested but the Federal payment was cut by $4 million, 
which would indicate a deficit of $2,795,344. There was included in 
the revenue availability for 1960, an estimated surplus of $568,788 
from 1959. The application of this amount to the requirements for 
1959 will reduce the deficit to $2,226,556 but there will be that much 
less available for 1960. 


COMMISSIONERS’ ACTION 


After being informed of the action of the House Appropriations 
Committee, the Commissioners took immediate action to curtail ex- 
penses by freezing— 

(1) Appointments to fill vacant positions ; 

(2) Promotions; 

(3) Purchase of supplies and equipment other than those ab- 
solutely essential to operations. 
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This order has now been replaced with normal budgetary controls 
under which departments are required to effect all necessary economies 
so that available funds will not be exceeded. 

The Commissioners are requesting that only the most. urgent items 
be restored. In general, no change is requested unless failure to ob- 
tain it would result in furloughing of employees, reduction in pay or 
public assistance grants, or drastic curtailment of safety or services, 
It is a difficult restriction and only 7 out of 23 departments involved 
in the House cuts met these criteria. The restoration for health and 
welfare are undoubtedly the most important in this group. The sery- 
ices of the other 16 agencies will be badly affected but with rigid 
economies no drastic action will be necessary in 1959. 

The requests are all payable from the general fund and amount to 
$757,050. However, there is also recommended a decrease of $200,000, 
which makes the net increase $557,450. In addition, there is pendin 
an additional supplemental for public assistance grants, additiona 
wage board increases for St. Elizabeth’s Hospital, claims and judg. 
ments that will cost $264,300, or a total net increase of $821,750. 


REQUEST FOR RESERVE 


In connection with the reductions, the committee report on the Dis- 
trict of Columbia appropriation bill for 1960, as passed by the House, 
provided in part as follows with respect to the second supplemental 
appropriation bill, 1959: 

* * * Tf the Congress should not approve in full these pending fiscal year 1959 


estimates, the committee recommends that the difference, which is included in 
the appropriation for 1960 of each department concerned, be placed in reserve, 


EFFECT OF REDUCTIONS 


Although the Commissioners believe that deferrals and one-time 
savings can be made to absorb some portions of the House reductions 
in these supplemental requests, a continuation of any portion of the 
cuts into fiscal year 1960 would have a crippling effect on many im- 
portant services. The Commissioners therefore urgently request ap- 
propriate action to eliminate the requirements that an amount equal 
to the reductions in the supplemental bill be placed in reserve in 1960. 

The increases requested, when added to the deficit in the bill as 
passed by the House, results in a revenue shortage of $3,048,306. 
There is requested a restoration of $3.1 million in the Federal pay- 
ment to finance this deficit and leave a surplus of $51,694. 

The only flexibility that the Commissioners have in determining 
taxes is by raising the rate for real and personal property. Since 
the rate for 1959 was established last July, the Commissioners can 
take no action this year to eliminate any deficit that may accrue due 
to an inadequate Federal payment. 

The Commissioners appreciate the opportunity of appearing before 
this committee and are prepared to justify each item. 

Mr. Chairman, may I read a brief statement on the Federal pay- 
ment and then ask to have inserted in the record a more extensive 
bit of material on the Federal payment of the District of Columbia! 

Senator Pastore. Without objection so ordered. 

(The statement referred to follows :) 
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GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
EXECUTIVE OFFICES, 
Washington, D.C., April 8, 1959. 


Tuer FEDERAL PAYMENT TO THE DISTRICT OF COLUMBIA 


The Commissioners have a comprehensive statement on the Federal payment 
which we request be inserted in the record. We do, however, wish to discuss 
some of the most important aspects of this very important matter. 

From 1946 through 1954, the Federal payment never exceeded $11 million. In 
1955, it reached $20 million. 

Beginning with the fiscal year of 1946, the Congress has approved basic 
salary increases aggregating $56,596,467 annually, and pension and insurance 
penefits amounting to $4,876,405 a year. These increases, with mandatory within- 
grade step increases of $7,025,000, reach a total of $68,496,872 per year. 

In 1946, our total general fund appropriations amount to $64,728,423, but be- 
eause of the increased costs resulting from such legislation, from increased 
requirements for services, and from inflationary trends, the estimate for 1960 
is in excess of $200 million. 

In these years District residents became acquainted with many new or in- 
creased taxes, like the income tax which is estimated to product $23,500,000 
in 1960, and the sales tax estimated to produce $20,550,000 in 1960. These, with 
general increases throughout the tax structure, could not hold the line in the 
face of rising costs and almost annual beneficial legislation. 

Since 1954 exhaustive hearings have been held by the Joint Fiscal Committee 
and the result of these hearings was, in each instance, legislation that combined 
increased Federal payments with additional local taxes or borrowing to provide 
the total funds needed. In other words, the Congress and the District each 
agreed to provide a specified amount, and only the District has kept its part of 
the bargain. The sequence of these agreements is as follows: 

In 1954: The increase in the Federal payment authorization was $9 million, 
accompanied by increases of $9 million in local taxes supporting the general 
fund (Public Law 83-364). 

In 1956: Financial stringency made a further increase necessary, this time by 
$8 million, accompanied by a disproportionately larger increase in general fund 
taxes of $16.5 million (Public Law 84-460). 

In 1958: Because of a continued spiraling of costs, and because local taxes 
were equal to those prevailing in the suburbs and therefore should not he further 
increased, it was necessary to increase the payment by $9 million in 1958, raising 
it to its present authorized limit of $32 million a year (Public Law 85-451). At 
the same time, authority was granted to the District to borrow up to $75 million 
to finance some of the urgently needed public works projects such as schools. 

Altogether, during the past 5 years, the District has increased general fund 
taxes by $25.5 million a year, and has proceeded to collect this amount. In 
addition, highway user taxes, water rates, and sewer service charges have been 
increased $6.4 million a year, and real estate has been reassessed, resulting in 
$4 million a vear additional revenue. Thus, local taxes and charges have been 
increased $35.9 million a year while the authorized Federal payment has been 
increased $21 million. 

However, the full amount of the authorized Federal payment has been paid 
only once in these years. The intent on the part of the Congress ultimately to 
pay the full amount of the Federal payment is indicated by the fact that Public 
Law 84-460 provides that any deficiencies in the amounts appropriated from 
year to year for the Federal payment may be paid in subsequent years. This 
provision is as follows: 

“Src. 2(b). If in any fiscal year or years a deficiency exists between the amount 
appropriated and the amount authorized by this article to be appropriated, addi- 
tional appropriations are hereby authorized for subsequent fiscal years to pay 
such deficiency or deficiencies.” 

Our tax structure is frequently criticized. Attached to the detailed state- 
ment on this subject is a document titled ‘““Tax Comparisons of Major Taxes in 
the Washington Metropolitan Area.” This statement is very revealing as to the 
true picture of taxation in thé District. It shows that we have one of the 
most comprehensive systems of taxes of any jurisdiction in the United States. 

It also shows that despite many differences in rates and tynes of taxes, the 
tax structures of Maryland, Virginia, and the District tend to have the same ag- 
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gregate impact on the taxpayer. We believe that a careful study of the at- 
tached statement will confirm that the District is thoroughly taxed. 

The committee will observe that in 1959 the District received $20 million in- 
stead of the authorized $32 million. 

The committee will also observe that we did not ask in the supplementals 
for any more than we thought we would need at the time; that is, $9 million, 
which would have made a total of $29 million. The House approved $5 million 
of the $9 million requested. 

We now find that instead of $4 million we only need $3,100,000 additional 
to balance our budget. Accordingly, that is the amount we urgently request 
you to restore. 

The implications of the failure of Congress to approve the amount requested 
for the Federal payment are very serious. The Commissioners, in formulating 
a budget for the District, consider the requirements necessary to operate a city 
of this type. When the Federal payment is reduced there is usually a cor. 
responding cut in services and capital outlay items. The effect is that we are 
constantly striving to catch up on services and construction that should have 
been done several years ago. 

We should like your permission to insert in the record at this point the re. 
mainder of our statement on the Federal payment to the District of Columbia. 





GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
EXFCUTIVE OFFICES, 
Washington, D.C., March. 23, 1959. 


THE FEDERAL PAYMENT TO THE DISTRICT OF COLUMBIA 


The District government finances its many activities with revenues derived 
from the following sources: taxes, charges and other miscellaneous nontax 
revenue, intergovernmental revenue, and borrowing. Its tax system encompasses 
the major types of taxes used generally at State, local, and municipal levels, such 
as income taxes, general and selective sales taxes, gross receipts taxes, real and 
personal property taxes, and numerous license fees. The major direct charges 
are for water and sewer services provided by the District government. Inter- 
governmental revenues are made up of the Federal payment to the general 
fund and various Federal grants for highwavs, public assistance, and other pro- 
grams. Limited borrowing from the U.S. Treasury for public works purposes 
is authorized by the Congress. Taxes are, however, the major source of District 
revenue and currently account for almost three-fourths of the total. 

Although the Federal payment is only one of many revenues necessary to 
This is especially true 
this vear, hecause local revenues are insufficient to finance the budget requests 
pending before you. 

The reasons frequently stated for not appropriating the authorized amount 
of the Federal payment are that the District resident is not taxed as much as 
he should be compared with taxpayers elsewhere; that too much reliance is 
placed on the Federal Government to provide revenue for the District: and that 
the District has not shown enough initiative and responsibility to finance its 
increased budgets. 

It is these and related points to which we principally address our comments 
at this time, because we believe that the District resident is adeouatelv taxed. 
We also believe that the reasons why the requested Federal payment should be 
made are numerous and sound. 

Among these reasons are that being the Nation’s Capital imposes such special 
requirements as: subordination of local interests to the Federal interest in 
matters of planning, zoning, and related activities; maintenance of wide avenues 
and heantifn! streets: dedication of large areas of valuable land to Federal pur- 
poses; exemplary standards in health, welfare, and educational programs; con- 
gressional legislation granting favored tax treatment for many residents and 
organizations; and numerous other factors which, on the one hand, occasion 
increased costs and. on the other. handicap revenue possibilities. 

From 1879 through 1920 the Federal navment was 48.4 percent of the gen- 
eral fun? annropriation: i.e., of each dover annronristed to onerste and main- 
tain the District, the local taxpayer paid 51.6 cents with the remaining 48.4 cents 
being paid by the Federal Government. 
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In 1921, the Congress of the United States discontinued its practice of pay- 
ing half of the cost of operating the District of Columbia. Since that time, 
the percentage of costs borne by the United States has fluctuated from a high 
of 39.5 percent of general fund appropriations in 1924 to a low of 8.5 percent in 
1954. Since 1956, the Federal payment has been only slightly over 12 percent. 
The newly increased authorization (Public Law 85-451) provides for an annual 
payment of $32 million, which is approximately 16 percent of the general fund 
pudget estimate for fiscal year 1960. In this connection, it should be realized that 
the deterioration of large sections of the Nation’s Capital and the continuing 
struggle to maintain adequate municipal services and facilities can be attributed 
in large part to the declining Federal payment in relation to total costs. 

The District resident regularly pays taxes that not only are substantial and 
comparable to those of our suburban neighbors, but which are above the 
median for the 18 largest cities in the United States. In this connection we 
call your attention to the attached data titled “Schedules of Tax Comparisons 
of Major Taxes in the Washington Metropolitan Area and the 18 Largest 
Cities.” 

For the metropolitan area, in the two income levels in which the majority 
of taxpayers fall, the District is above the median. In each of these two levels, 
the District’s tax burden is generally higher than the tax burden in the 
four Virginia jurisdictions; is on a par with the tax burden in Prince Georges 
County, Md.; and is less than the tax burden in Montgomery County, Md. 
These tax relationships among the jurisdictions stem largely from higher 
real estate taxes in the District and Maryland jurisdictions than in Virginia 
jurisdictions and the absence of a sales tax in Virginia. At the $15,000 in- 
come level, the District tax burden is lowest and the tax burden in Virginia 
jurisdictions is highest. This is largely because in Virginia the maximum 
income tax rate of 5 percent is applicable at a lower taxable income level 
than in the District. 

For the 18 large cities, the level of the direct taxes in the District ranks 
above the median. Such a tax comparison with other large cities is less valid, 
however, than with jurisdictions in the Washington metropolitan area because of 
the differences in the mode of living and pattern of family expenditures in cities 
widely separated geographically. These fundamental differences are not reflected 
in applying the same assumptions uniformly to all cities. Nevertheless, it is 
significant that the level of direct taxes in the District is higher than the level 
in 10 of the largest cities in the United States. 

This fact that local residents and business firms pay a full range of all types 
of taxes that compare favorably with those of the surrounding area was estab- 
lished during the hearings last year on Public Law 85-451 that increased the 
authorized but still unappropriated Federal payment to $32 million. The Senate 
and House reports on this legislation contained the following statement : 

“According to testimony adduced at the hearings, it will be impractical to 
finance the District’s needs without additional assistance from the Federal 
Government, because District residents and business are now taxed at rates 
comparable to those of surrounding communities. * * *” 

Let us now look at the recent record of congressional action on local taxes 
and on the authorizing legislation for the Federal payment to see more spe- 
cifically how taxes have increased here. 

Recent increases in the authorized Federal payment to the District of Colum- 
bia have been made after exhaustive hearings and determinations by the legis- 
lative committees that the increases were necessary and justified. The result 
of these hearings was, in each instance, legislation that combined increased 
Federal payments with additional local taxes or borrowing to provide the total 
funds needed. In other words, the Congress and the District each agreed to pro- 
vide a specified amount—and only the District has kept its part of the bargain. 
The sequence of these agreements is as follows: 

1954: The increase in the Federal payment authorization was $9 million, 
accomnanied by increases of $9 million in local taxes supporting the general 
fund ( Public Law 83-364). 

‘1956: Financial stringency made a further increase necessary, this time by 
$3 million. aecomnanied bv a disnronortionately larger increase in general fund 
taxes of $16.5 million (Public Law 84460). 

1958: Recause of a continued spiraling of costs, and because local taxes were 
equal to those prevailing in the suburhs and therefore shonld not be further 
increased, it was necessary to increase the nayment by $9 million in 1958. raising 
it to its present authorized limit of $32 million a year (Public Law 85-451). At 
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the same time, authority was granted to the District to borrow up to $75 million 
to finance some of the urgently needed public works projects such as schools, 

Altogether, during the past 5 years, the District has increased general fund 
taxes by $25.5 million a year, and has proceeded to collect this amount. In addi- 
tion, highway user taxes, water rates and sewer service charges have been in- 
creased $6.4 million a year, and real estate has been reassessed, resulting in $4 
million a year additional revenue. Thus, local taxes and charges have been 
increased $35.9 million a year while the authorized Federal payment has been 
increased $21 million. 

However, the full amount of the authorized Federal payment has been paid 
only once in these years. The intent on the part of the Congress ultimately to 
pay the full amount of the Federal payment is indicated by the fact that Public 
Law 84-460 provides that any deficiencies in the amounts appropriated from year 
to year for the Federal payment may be paid in subsequent years. This provision 
is as follows: 

“Sec. 2. (b) If in any fiscal year or years a deficiency exists between the amonnt 
appropriated and the amount authorized by this article to be appropriated, addi- 
tional appropriations are hereby authorized for subsequent fiscal years to pay 
such deficiency or deficiencies.” 

Since our tax structure is frequently criticized, let us also look at it. Attached 
is a statement titled “Tax Comparisons of Major Taxes in the Washington 
Metropolitan Area.” This statement is very revealing as to the true picture of 
taxation in the District. It shows that we have one of the most comprehensive 
systems of taxes of any jurisdiction in the United States. 

It also shows that despite many differences in rates and types of taxes, the 
tax structures of Maryland, Virginia, and the District tend to have the same 
aggregate impact on the taxpayer. We believe that a enreful study of the 
attached statement will confirm that the District is thoroughly taxed. 

Pertinent to the matter of taxes in the District is the recent report by the 
U.S. Census Bureau which places the District of Columbia near the bottom on 
the list of State and local tax payments per $1,000 of personal income in 1957. 
This does not present an accurate picture of the tax burden in the District com- 
pared with the tax burden in the States. The tax burdens projected in this 
survey consist of taxes from individual residents as well as taxes from industry. 
In the District, however, the survey represents for the most part taxes on in- 
dividual residents inasmuch as the major industry, the Federal Government, is 
tax exempt. Accordingly, for purposes of more equitable comparison. revenue 
from the Federal Government excluding regular grants-in-aid should be con- 
sidered in the same light as taxes received from private industry in other tax 
jurisdictions. In the District. this revenue takes the form of an annual Federal 
payment. If the 1957 Federal payment of $20 million is included in the analysis 
of tax burdens in relation to nersonal income then the District would rank 35th 
rather than 46th among the States. Tf the Federal payment were $32 million, 
the District would rank 31st among the States. 

Another reason for the inequity of the comparison is that relatively more Dis- 
trict residents are exempt from local taxes. Included in this group are a high 
concentration of military nersonnel and a lerge number of persons in the legis- 
lative and executive branch of the Federal Government. A considerable number 
of these persons nrobably pay taxes to their home States, but pay very little to 
the District. This lowers the average individual tox hurden here at the same 
time that it increases the total personal income attributed to the District. 

An anva'vsis of this survev in 1.8. News & World Renort states that in looking 
over the figures to see where taxes are lowest and where they are highest one 
needs to keen this noint in mind: 

“Taxes collected by a State are not always paid by individuals in that State. 
For examnile. corporation toxes in one State may be paid, indirectly, by customers 
and stockholders all over the country.” 

It was nointed ont by the Census Burean in the publication of the data that 
persoral income is recognized as a valuahle measure of annroximate “fiseal ea- 
pacity” of the States. It was further stated that tax ecomnarisons drawn fn rela- 
tion to personal income shonld not be constrned to mean that taxes come directly 
ont of or represent a burden upon personal income of residents in a particular 
State. 

A more significant comparison is the one previonslv discussed which measures 
the relative tax Tiahilitv nnon taxnevers in the Washington metrorolitan area. 

With further regard to the amount of the Federal payment, the House report 
on these budget requests had the following to say: 
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“In arriving at the recommended figure of $25 million, as the Federal payment 
to the general fund, which is a 25 percent increase above the $20 million appro- 
priated to date for fiscal year 1959, the committee has taken into consideration 
the following data submitted by the Commissioners from the table on page 17 of 
the hearings: 








Federal Government property, if taxable__.__________________-_____ $22, 241, 125 
Foreign governments (embassies, etc.) if taxable__-__._.__._______-__ 434, 496 
Miscellaneous (properties exempted by acts of Congress) ~-_--_____ 396, 332 

EE ES aaa Sees eee ee eee ee en 23, 071, 953 


“If the committee were to apply the same average increase of 9 percent in real 
property taxes which will result from the reassessment program, the figure noted 
above would be $25,148,428, or approximately the same as the $25 million recom- 
mended in the bill.” 

While the Commissioners are appreciative of this substantial increase allowed 
by the House, they must assert that this is not the proper basis for limiting the 
amount of the Federal payment, thereby making tax increases mandatory and 
immediate. Much more money than comes from real estate taxes is required to 
operate a government. To illustrate: 








1958 District of Columbia revenues Amount in Percent of 
millions total 
se oe hte rat cia eialna< aban bole nia dani in aims eae $46 21.9 
sion wn oasnwnbcersunds Viana eeecanenenuanesaebobendcs 127 60. 5 
Grants (social security, highway, ete. )- See ceria a Oe Faye ee La ae 17 8.1 
EE cron cp onnn cancacacavivekan~cese deka casm nase aaaiccie tatice 20 9.5 
ig oak te wacn dared ead buktntcane maaan denaiewebaouaned | 210 100.0 





We believe the proper basis must be founded on the fact that the Federal 
Government controls the District and is also its major “industry.” Recognition 
of this principle leads to the following types of conclusions: 

1. The city was established and developed to serve the Federal Government 
as its Capital. It does not have and probably never will have independent basic 
industries that would support it. As a result, the Federal Government is ac- 
tually the major “industry” in the District. Recent studies show that a cross 
section of the Nation’s largest corporations pay approximately $1 in State and 
local taxes for every $20 spent for salaries. If the same ratio were applied to 
the total estimated Federal payroll of $1,152 million in Washington, and the 
Federal Government were to pay to the District the amount which a private 
employer of comparable size would pay in State and local taxes, the annual 
Federal payment to the District would approximate $57.6 million. 

2. Land owned by the Federal Government in the District, exclusive of streets 
and alleys, amounts to 43.0 percent of the total land area of the District. No 
taxes are paid on this land and the structures thereon. No other major city has 
such a large part of its land and improvements tax exempt. This area, together 
with the improvements thereon, if taxable, would yield $22.2 million in real 
estate taxes. A recent survey of taxes in the District revealed that for each $1 
of real estate tax that is paid by business an additional sum of $1.53 is paid in 
other District business taxes. Consequently, if the Federal Government were 
taxable as a private business in the District, it would probably pay total taxes of 
about $56.2 million. This. as well as the $57.6 million cited in the preceding 
paragraph could justify a Federal payment of over $50 million, without regard to 
other considerations. 

The House report also contains the following statements about tax trends in 
the metropolitan area: 

“The committee received testimony and other supporting data indicating that 
the tax burden of the citizens of the District of Columbia compares favorably 
with that of the metropolitan area generally. However, it is interesting to note 
that at the present time the budgets for three of the surrounding jurisdictions 
propose an increase in taxes in an amount necessary to finance their proposed 
budgets as follows: 

“City of Alexandria, Va.: Adopted, $3 increase in city car tags; proposed, 
30 cents per $100 assessed valuation on real property. 








552 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


“Fairfax County, Va.: Proposed, $1.67 per $100 assessed valuation on real 
property. 

“Montgomery County, Md.: Proposed, 39 cents per $100 assessed valuation on 
real property. 

“Prince Georges County, Md.: Proposed, 68 cents per $100 assessed valuation 
on real property. 

“The committee is fully aware that the tax increases presently proposed may 
not be enacted but it does indicate an apparent willingness on the part of respon- 
sible officials of surrounding municipal jurisdictions (with which the District 
always compares itself) to propose increased taxes to finance improved munie- 
ipal services. The committee can see no reason why the District of Columbia 
cannot meet more of its own financial problems in a like manner rather than 
relying solely on the Federal Government to provide additional revenue.” 

What will be the final result of these proposals this year is impossible to pre- 
dict, as indicated by the House committee. However, similar proposals last 


year in the surrounding jurisdictions ultimately were reduced or eliminated as 
shown below. 


Property tax increases proposed and enacted by jurisdictions in the Washington 
Metropolitan area, 1958 


| Proposed 


| 
Cents Cents 
Montgomery County-.--_- a 7 
| 


" — a a as é : 
Prince Georges County-- a : 20 : 
Alexandria__-_- . cs E ees : 0 0 
Arlington County: 

Real property - --- --- , ee ; inet 38 30 

eae ae ae Serhan 38 25 
2 52nd caenaige an 'snainsshioannesiine ; : 40 | 5 
Falls Church: | 

Real property - -- ahdasuibamiemnap atin : = , 37 0 

Peso property ...-.--...-.......- 37 0 





In this connection, it is a matter of record that the Commissioners are now 
reviewing the entire financial needs and capabilities of the District for the 
purpose of submitting legislation to the next session of the Congress. The 
recently submitted “Report on the State of the Nation’s Capital” discussed in 
detail the population and economic trends of the District, the seriousness of its 
financial problems, and outlined the actions which are underway. The report 
stated in part as follows: 

“Study of the financial data shows that legislation to provide major new 
sources of revenue must be enacted prior to fiscal year 1962 to support the 
appropriations needed in that and subsequent years. However, because current 
financial projections do not include any provision for work related to proposals 
expected in the future concerning mass transportation, northwest urban re- 
newal, and additional pollution abatement activities, it is not practicable at 
this time to propose specific solutions to correct the expected revenue deficiencies. 

“During the calendar year, it is planned to study intensively all of the 
complex factors involved in the solution of this financial difficulty and propose 
specific plans to the Congress for its consideration during the next session. 

“In making these studies, the District must bear in mind that further in- 
creases in District taxes in the absence of comparable increases in the surround- 
ing communities would upset the balance of tax burdens and cause a deteriora- 
tion in the economic and social conditions of the Nation’s Capital. To the extent, 
however, that taxes are increased in the surrounding communities, a partial 
solution to the District’s financial problems will be achieved through equivalent 
tax increases.” 

In the meantime. it is urgent that there should be appropriated the amount 
of the authorized Federal payment that is necessary to permit the District to 
meet its needs, because increases in local taxes are not warranted at this time. 
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503 
GOVERNMENT OF THE DISTRICT OF COLUMBIA—TAX COMPARISONS 


OF MAJOR TAXES IN THE WASHINGTON METROPOLITAN AREA, FEB- 
RUARY 1959 
PROPERTY TAXES 


REAL PROPERTY 
District: of Columbia 


Rates.—Average effective tax rate of $1.26 per $100 of current market value. 
The actual tax rate is $2.30 per $100 of assessed valuation. The assessment 
level is on the average 55 percent of market value. 


Maryland 


Rates.—Montgomery County: Average effective tax rate of $1.34 per $100 of 
current market value on residential property. Actual tax rates vary from 
$2.3225 to $3.1225 per $100 of assessed valuation. The assessment level is re- 
ported to be 50 percent of market value. Effective tax rates accordingly vary 
from $1.17 to $1.56 per $100 of market value. The actual tax rates used do not 
include a special parking lot rate varying from 20 to 54 cents per $100 of assessed 
valuation which applies only to business properties where free parking facilities 
are provided. Town rates applicable in specific areas are excluded. 

Prince Georges County : Average effective tax rate of $1.23 per $100 of current 
market value. Actual tax rates vary from $2.2425 to $2.6525 per $100 of assessed 
valuation. The assessment level is reported to be 50 percent of market value. 
Effective tax rates accordingly vary from $1.12 to $1.33 per $100 of market 
value. Town rates applicable in specific areas are excluded. 

Virginia 

Rates.—Arlington County: Average effective tax rate of $1.20 per $100 of 
current market value. The actual tax rate is $3.54 per $100 of assessed valua- 
tion. The assessment level is reported to be 34 percent of market value. 

Alexandria: Average effective tax rate of $0.94 per $100 of current market 
value. The actual tax rate is $2.75 per $100 of assessed valuation. The assess- 
ment level is reported to be 34 percent of market value. 

Fairfax County: Average effective tax rate of $1.07 per $100 of current 
market value. Actual tax rates vary from a minimum of $3.30 to $3.37 per $100 
of assessed valuation. The assessment level is reported to be 32 percent of 
market value. Effective tax rates accordingly vary from $1.06 to $1.08 per $100 
of market value. 

Falls Church: Average effective tax rate of $1.28 per $100 of current market 
value. The actual tax rate is $2.84 per $100 of assessed valuation. The assess- 
ment level is reported to be 45 percent of market value. 


PERSONAL PROPERTY 
District of Columbia 


Rates.—FEffective rate of $2 per $100 of current market value only on tangible 
personal property used in business. Actual rate is also $2 per $100 of market 
value. Assessment level is at market value. Household property and motor 
vehicle not stock in trade of dealers are exempted. 


Maryland 


Rates.—Montgomery County: Average effective rate of $1.62 per $100 of 
current market value of tangible personal property used in business. Effective 
rates vary from $1.39 to $1.97 depending upon the location of the property. 
Actual rates vary from $2.3225 to $3.2875 per $100 of assessed valuation includ- 
ing the special levy for parking lots which applies only to business property and 
which was not used in comparing the real estate tax rates. Town rates appli- 
cable in snecific areas are excluded. Maryland law requires that business in- 
ventories be assessed at 60 percent of acquisition cost for county tax purposes. 
Assessed values for other than county tax purposes are not subjected to this 
limitation. 

Prince George County: Average effective rate of $1.47 per $190 of current 
market value of tangible personal property used in business. Effective rates 
vary from $1.35 to $1.57 depending upon the location of the property. Actual 
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rates vary from $2.2425 to $2.6175 per $100 of assessed valuation. Town rates 
applicable in specific areas are excluded. Maryland law requires that business 
inventories be assessed at 60 percent of acquisition cost for county tax purposes, 
Assessed values for other than county tax purposes are not subject to this 
limitation. 

Virginia 

Rates.—Arlington County: Actual rate of $4.54 per $100 of assessed. valuation 
of all tangible personal property including automobiles and household furnish- 
ings. This effective rate cannot be determined from the available information 
but is less than the actual rate. Motor vehicles must be listed separately and 
the fair market value according to the trade association handbook is used ag 
the assessed valuation. However, household furnishings and personal possesg- 
sions must be either enumerated or valued for reporting purposes at 10 percent 
of the residential real estate assessed value in the case of homeowners or at 
50 percent of the tenants’ annual rental. 

Alexandria: Actual rate of $3.50 per $100 of assessed valuation of all tangible 
personal property including automobiles and household furnishings. The effec- 
tive rate cannot be determined from the available information but is less than 
the actual rate. Motor vehicles must be listed separately and the fair market 
value according to the trade association handbook is used as the assessed 
valuation. However, household furnishings and personal possessions must be 
enumerated or valued for reporting purposes at 10 percent of the residential 
real estate assessed value in the case of homeowners or at 50 percent of the 
tenants’ annual rental. 

Fairfax County: Actual rate of $3.30 per $100 of assessed valuation of all 
tangible personal property including automobiles and household furnishings. 
The effective rate cannot be determined from the available information but is 
less than the actual rate. Motor vehicles must be listed separately and the fair 
market value according to the trade association handbook is used as the assessed 
valuation. However, household furnishings and personal possessions are gen- 
erally accepted at the valuation reported by the taxpayer. 

Falls Church: Actual rate of $3.09 per $100 of assessed valuation of all tangible 
personal property including automobiles and household furnishings. The ef- 
fective rate cannot be determined from the available information but is less 
than the actual rate. Motor vehicles must be listed separately and the fair 
market value according to the trade association handbook is used as the assessed 
valuation. However, household furnishings and personal possessions must be 
enumerated or yalued for reporting purposes at 10 percent of the value of im- 
provements only in the case of homeowners or at 30 percent of the tenants’ an- 
nual rental. 

Sates AND Gross ReEcerpts TAXxEs 


GENERAL SALES AND USE 
District of Columbia 


Rates.—Two percent on sale, lease or rental of tangible personal property and 
certain services: 1 percent on sales of food for consumption off the premises; 
83 percent on rental of accommodations to transients. 

Reimbursement.—Sales of food for consumption off the premises, 28 cents 
and over ; other sales, 14 cents and over. 


Maryland 
Rates.—Three percent on sale, lease or rental of tangible personal property and 
certain services, including charges for rental of accommodations to transients 
but not including food or meals sold for human consumption. 
Reimbursement.—All sales, 51 cents and over. 


or Vins 


Rates.—No State sales tax. 

Alexandria imposes a 3 percent tax on rooms and lodgings furnished tran- 
sients and a 10 percent tax on monthly utility bills. Falls Church also imposes 
a 10 percent tax on monthly utility bills. In both cities the amount of the 
utility bill in excess of $50 monthly or $150 quarterly is exempt from tax. Gas 
bills in excess of $5 per dwelling unit per month are also exempt from tax in 
both cities. 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 555 


ALCOHOLIC BEVERAGE 
District of Columbia 


Rates.—Fifteen cents per gallon on wines containing 14 percent or less by 
volume of alcohol; 45 cents per gallon on champagne, sparkling wines and wines 
artificially carbonated ; 33 cents per gallon on other wines containing more than 
14 percent alcohol ; $1.25 per gallon on spirits and alcohol. 


Maryland 


Rates.—Twenty cents per gallon on all wines ; $1.50 per gallon on spirits ; $2.50 
per gallon on alcohol. 


Virginia 


Rates:—Wine sold by the Alcoholic Beverage Control] Board to retailers or 
wholesalers is taxed at the rate of 35 cents per gallon. The sale of spirits and 
alcohol is controlled by the Alcohol Beverage Control Board and the tax equiv- 
alent is reported to be approximately $1.35 per gallon. 


BEER 
District of Columbia 

Rates.—One dollar and fifty cents per barrel of 31 gallons. 
Maryland 

Rates.—Ninety-three cents per barrel of 31 gallons. 
Virginia 

Rates.—Three dollars and ten cents per barrel of 31 gallons. 

CIGARETTE 

District of Columbia 

Rates.—Two cents per package of 20 cigarettes. 
Maryland 


Rates.—Three cents per package of 20 cigarettes; Montgomery County, 2 cents 
per package of 20 cigarettes. 


Virginia 
Rates.—None. 


MOTOR VEHICLE FUEL TAXES 
District: of Columbia 


Rates.—Six cents per gallon, 
Maryland 
Rates.—Six cents per gallon. Trucks with three or more axles and buses must 


purchase fuel or pay an equivalent tax amount for mileage operated in the State. 


District registered vehicles are exempt from this provision by reciprocal agree- 
ment. 


Virginia 


Rates—Six cents per gallon (plus 2 cents surtax for property carriers). 
Trucks with. three or more axles and buses must purchase fuel or pay an equiv- 
alent tax amount for mileage operated in the State. 


MOTOR VEHICLE AND TRAILER EXCISE 
District of Columbia 
Rate.—Two percent of the fair market value. 
Maryland 
Rate.—Two percent of the fair market value. 
Virginia 
Rate.—None. 


INSURANCE 
District of Columbia 


Rates.—Two percent on net premium receipts. 
Maryland 


Rates.—_-Two percent on all new and renewable gross premiums allocable to 
Maryland with deductions allowed for returned premiums, dividends paid to 
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policyholders, and refunds made to policyholders, except 1 percent rate on con- 
sideration paid for annuities. Domestic insurance companies are allowed a 
credit for franchise taxes paid. Life insurance companies having a home 
office in Maryland are allowed a credit for fees paid the insurance commissioners 
not exceeding 15 percent of the tax, in addition to credit for franchi&e taxes 
paid. 
Virginia 

Rates.—One to two and three-fourths percent on gross premiums derived from 
business in Virginia without deduction for dividends or any other deduction 
except premiums returned on canceled or reduced policies depending upon type 
of insurance. Life insurance companies 24% percent (2%4 percent on premiums 
paid for special benefits), domestic mutual companies 1 percent, industrial sick 
benefit companies, 1 percent, workmen’s compensation 214 percent, and all other 
companies 2% percent. 


GROSS EARNINGS (BANKS, FINANCIAL COMPANIES) 


District of Columbia 

Rates.—Four percent on gross earnings of banks. Interest paid to depositors 
is deducted in determining earnings subject to tax. Two percent on gross earn- 
ings of building and loan associations. Dividends paid to depositors are not 
deducted in determining earnings subject to tax. 
Maryland 


Rates.—None as such. Share tax on shares of stock in State and national 
banks, trust companies and financial institutions competing with banks taxable 
in the county and/or city where the shareholders reside or where the institu- 
tion is located. The rate is the aggregate of all lawful levies for State purposes 
plus $1 per $100 of the value of the shares for country and/or city taxation. 
Virginia 

Rates.—None as such. Shareholders taxed on stock in any incorporated bank, 
banking association or trust company organized under the laws of Virginia or 
the United States, doing business in Virginia. The-rate is 10 mills per $1 of 
valuation of the stock. Any city or town may impose a tax not in excess of 80 
percent of the State rate. This tax may be credited against the State tax. 


GROSS RECEIPTS (ELECTRIC, GAS, AND TELEPHONE COMPANIES) 


District of Columbia 
Rates.—Four percent on gross receipts of electric, gas, and telephone companies. 
Maryland 


Ratcs.—Two percent franchise tax measured by gross receipts on electric, gas, 
and telephone companies. 


Virginia 

Rates.—One and one-eighth percent up to $100,000 of gross receipts and 3% 
percent on the excess over $100,000 of gross receipts of gas, light, and power com- 
panies. Telephone companies pay a graduated tax based on gross business and 
miles of line in the State. Additional two-tenths of 1 percent on gross receipts 


of light, gas, and phone companies. In addition, local business privilege taxes 
based on gross receipts are levied on utilities. 


INCOME TAXES 


INDIVIDUAL 
District of Columbia 

Rates.—Two and one-half percent on first $5,000 of net taxable income, 3 
percent second $5,000, 3% percent third $5,000, 4 percent fourth $5,000, 444 per- 
cent fifth $5,000, 5 percent on amounts in excess of $25,000. 

Personal exemptions.—One thousand dollars for a single person, $2,000 for a 
married person (husband and wife), $2,000 for head of household (taxpayer and 
one dependent), $500 for each other dependent, $500 for each blind taxpayer or 
spouse, and $500 for each taxpayer or spouse over 65. 

Income tax law provides for employer withholding on residents and .declara- 
tion and payment of estimated income tax liability. 
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Maryland 

Rates.—Three percent on taxable earned income and the first $500 of unearned 
income, 5 percent on unearned income in excess of $500. 

Personal exemptions.—E ght hundred dollars each for taxpayer, spouse, and 
each dependent. Eight hundred dollars additional for each blind taxpayer or 
spouse ; $800 for each taxpayer, spouse, and each dependent over 65. 

Income tax law provides for employer withholding on residents and declaration 
and payment of estimated income tax liability. 

Virginia 

Rates.—Two percent on the first $3,000 of net taxable income, 3 percent on 
the next $2,000, and 5 percent on amounts in excess of $5,000. 

Personal eremptions.—One thousand dollars for a single person and $1,000 for 
a spouse. Taxpayer or spouse, blind or over 65, an additional $600 for each. 
Each dependent $200. 

CORPORATION 
District of Columbia 

Rates.—Five percent on net income fairly attributable to such trade or busi- 
ness conducted in the District and on income from District sources. In de- 
termining net income attributable to the District of corporations operating 
both within and without the District, sales factor formula used in most cases. 


Maryland 


Rates.—Five percent on net income of corporations engaged in trade or busi- 
ness in the State. Income from ground rents, rents and royalties and other 
income from real estate allocated wholly to the State. In determining other net 
income attributable to Maryland of corporations operating both within and with- 
out Maryland, three factor formula made up of property, payroll, and sales 
used. 


Virginia 

Rates—Five percent on net income of corporations doing business in the 
State. Income of corporations operating both within and without Virginia al- 
located in the proportion that real estate and other physical assets in the State 


and the gross receipts in the State bear to the total market value of all real estate 
and other physical assets and the total gross receipts. 


UNINCORPORATED BUSINESS 


District of Columbia 


Rates.—Five percent on net taxable income fairly attributable to such trade 
or business conducted in the District and on income from District sources after 


a $5,000 exemption. (Taxable unincorporated business income is not again taxed 
in the hands of a District resident.) 


Maryland 


Rates.—None as such. (Individual income tax applies to business income 
within the State.) 


Virginia 
Rates—None as such. (Individual income tax applies to business income 
within the State.) 


OTHER TAXES 
INHERITANCE AND ESTATE 


District of Columbia 


Rates.—One to 15 percent depending on the class of beneficiary and the value 
of the share received after exemption. 

An estate tax is imposed on the estate of each decedent to adsorb the 80 per- 
cent credit allowed under the Federal Estate Tax Act. 

No gift tax. 


Maryland 


Rates.—One to seven and one-half percent depending on class of beneficiary. 

An estate tax is imposed on the estate of each resident to absorb the 80 per- 
cent credit allowed under the Federal Estate Tax Act. 

No gift tax. 
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Virginia 

Rates.—One te fifteen percent depending upon the class of beneficiary and the 
value of the share received after exemption. 

An estate tax is imposed on the estate of each resident to absorb the 80 percent 
credit allowed under the Federal Estate Tax Act. 

Gift tax at same rates as inheritance tax. 


MOTOR VEHICLE AND TRAILER REGISTRATION 


District of Columbia 


Rates.—Twenty-two dollars per year per automobile for weights of 3,499 pounds 
or less, $32 per year for weights of 3,500 pounds or more, trucks and trailers 
are taxed by weight classes. 


Maryland 


Rates.—Fifteen dollars per year per automobile for weights up to and including 
3,700 pounds; $23 per year for weights over 3,700 pounds; trucks, trailers and 
buses are taxed by weight classes. 

Virginia 

Rates.—Ten dollars per year for private automobiles. Personal property tax 
also applies to all motor vehicles. (See personal property taxes.) Trucks, 
tractors, and trailers are taxed by weight classes. 

Local tags must be obtained as follows: 

Alexandria: Seven dollars for passenger vehicles; $10 to $40 for com- 
mercial vehicles based on weight classes. 

Arlington: Eight dollars flat fee; $9 to $45 for commercial vehicles based 
on weight classes. 

Fairfax: Ten dollars flat fee. 

Falls Church : One dollar flat fee. 


SCHEDULES OF TAx COMPARISONS OF Magor TAXES IN THE WASHINGTON 
METROPOLITAN AREA AND THE 18 LARGEST CITIES 


The attached schedules compare the major direct taxes, namely, sales, in- 
come, real and personal property. and motor vehicle registration paid by in- 
dividuals. In each of seven area jurisdictions and in the other large cities, the 
tax liability is computed for a family of four owning a residence and a car, at 
income levels ranging from $5,000 to $15.000. The tax computations are based 
on the following assumptions. 

Applicable exemptions, deductions, and income tax rates in each jurisdiction 
were applied at each assumed income level. 

Values were assumed for each income level as follows: 





Total 
personal 
Income level Residence Car property 
(including 
car) 

Tg $13, "00 $7500 $700 
ee ene as eiaguetaneseeeacoed 1", 000 600 1, 000 
Dis sa:ciik cide cio e a batniaincne en Eenedinnannemaciti 20, 000 80 1, 600 
aaa calretinin anise 30, 000 1, 300 2, 500 





Tax rates adjusted to account for local assessing practices in each jurisdiction 
were applied to these values. 

Sales taxes were computed by a uniform expenditure formula applied to each 
income level. 

All applicable motor vehicle registration fees were used. 
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Metropolitan area tax burden, fiscal year 1958 (family of 4 owning a residence 
and a car) 


INCOME, $5,000 




















Maryland Virginia 
District 
Taxes of Co- 
lumbia Mont- Prince Arling- Alex- Falls Fairfax 
gomery | Georges ton andria | Church 
cia ninco Assis lonley escapee as henaianiabeicl cient acidic cal tice 
ER. nemncanioinesascesen $38 $39 $39 $47 $47 $47 $47 
IE a ae 170 181 166 162 127 173 144 
Personal property ----.-.------ 0 0 0 32 24 23 22 
aii iin i sacinerscnoniiementivesicd 45 42 42 0 0 0 0 
EN, . Me awkvennaiecsecens 22 15 15 18 17 11 20 
| SP 275 277 262 259 215 254 233 
INCOME, $7,500 
ae akin $94 $114 $114 $112 $112 $112 $112 
Real property -.-.-- 189 201 184 181 141 192 160 
Personal property...--.-... 0 0 0 45 35 31 33 
BIE, cncnteccesoceseececcceccee Be 63 63 0 0 0 0 
nt A ialacnsenerininia mene 32 15 15 18 17 ll 20 
as nincdeceigioes 378 393 376 356 305 346 325 





INCOME, $10,000 








call ahaa oe $155 $189 $189 $225 $225 $225 $225 
NE os cnereceenenn 253 268 246 240 188 256 214 
Personal property-...--.-...-.- 0 0 0 73 56 49 53 
ih tects abl eocbicias wstmcnsiann itso 81 81 81 0 0 0 0 
SS 32 23 23 18 17 11 20 

RRS ee | 521 | 561 | 539 556 | 486 | 641 512 





INCOME, $15,000 








I athcnndekndicwwennuness $310 | $339 $339 $475 $475 $475 $475 
a 380 | 402 369 360 282 334 321 
Personal property.............- 0 0 0 114 88 77 82 
ns ccecieaeaonnntoows 118 126 126 0 | 0 0 0 
ST socuktnwisoncssensee 32 | 23 | 23 | 18 | 17 1 20 

ee ee 840 | 890} 857 | 967 | 862 | 947 808 





Source: Finance Office, February 1959. 
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DISTRICT OF COLUMBIA 


EsTIMATED FINANCIAL CONDITION OF GENERAL FunpD Basep on Houses Action 
ON Seconp SuPPLEMENTAL, 1959, aND District oF CoLUMBIA APPROPRIATION 
BILL, 1960, AND RESTORATIONS REQUESTED IN SENATE 


Fiscal year 1959 
Revenue availability: 


Surplus at beginning of 1959_--_--_- eee ee Ree et ia eee $7, 860, 919 
Unexpended balance released to surplus---._---------------- 2, 000, N00 
i 5 Lh en deme ne 146, 160, 000 


Federal payment (including $5,000,000 approved by House in 2d 




















TN eit ne eienonitetenne ones adorn 25, 000, 000 
Ren ewanne BVRURNSY 2 2252..-.- 22.52 -c ccc aces 181, 020, 919 
Estimate of appropriations: : 
Operating expenses: 
ne ccna ke binukawamadweuws 152, 374, 997 
i i i iki dh data w= wt wm hh se 47, 612 
2d supplemental appropriation bill, 1959 (as passed by 
Rs re i tie tteacbbin akin owns ack damn dn 12, 828, 366 
Restorations requested for fiscal year 1959: 
House deletion (increses, $757,457, 
minus decreases, $200,000)________- $557, 450 
Budget amendments_-_._-...-.-_---- 264, 300 
eee SET 821, 750 
Total operating expenses----___.....__---------- 166, 072, 725 
Capital outlay (Appropriation Act, 1959)_....._..---------- 20, 043, 500 
Total estimate of appropriation... ...........-.........- 186, 116, 225 
1958 appropriations financed in 1959___._......------------ 6, 303, 000 
1959 appropriations financed in 1960____.....---...-------- — 8, 350, 000 
wisest Sida mielemmenthin 184, 069, 225 
CT eee ee ee ent mamaneeuene — 3, 048, 306 
Restoration requested for Federal payment---_-_-_..-.----.----- 3, 100, 000 








Surplus if Federal payment of $3,100,000 is restored - - - - -- - 51, 604 
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Fiscal year 1960 
Revenue availability: 








Unexpended balance released to surpJus_.... ~..--.-------- $850, 000 
eg ee cence mantaie 150, 700, 000 
Federal payment (as approved by House) ---__-.--._-___-_-- 25, 000, 000 
Se amine BO 19, 500, 000 
a ea ee ee 196, 050, 000 
Estimate of appropriations: 
1960 appropriations approved by House_-_-..-.._-......---- 194, 792, 112 
CPGTOeINe GEMONENE.... .. .- cnn nj nn connec. $174, 025, 112 
REI SEAT ee SERS» TI 20, 767, 000 
ea unde 60:08 Gnanced tm 1068... <=. 8, 350, 000 
[7 sence to De mnencea In PCr... 6... 5 4 oc ue- — 4, 422, 000 
Total funds required (as passed by House) -_-..-.---_------ 198, 720, 112 
Amount of restorations requested for fiscal year 1960: ~s 
Restorations of House reductions_-_______--_-- $3, 489, 525 
Less appropriation to be financed in 1961__---- — 830, 000 
——————-__ 2, 659, 525 
ESS SS SEE BUR E e ,  ee e 1, 670, 000 
Total funds required for restorations. -...........-.------ 4, 329, 525 
Funds required fiscal year 1960..............-.....-....- 203, 049, 637 
i, Pcie «cas Bleee te hapaddind duecinenanctienee — 6, 999, 637 
Restoration requested for Federal payment --__.....------------- 7, 000, 000 
Surplus if Federal payment of $7,000,000 is restored _ - __--- 363 
Summary 
1959 1960 Total 
a a gem $3,048,306 | $6. 999,637 | $10,047, 943 
Restoration in Federal payment request. ---.......-..---.-.-.- 3, 100, 000 7, 000, 000 10, 100, 000 
Surplus with increased Federal payment--....-..--..-.. 51, 694 363 52, 057 


OTHER METHODS OF PREVENTING THIS DEFICIT 


(1) Expediting release of unexpended balances, should make at least $1 
million available. 

(2) Increased loans for public works. 

(3) Curtailment of appropriations or expenditures. 

(4) New taxes. 
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FEDERAL PAYMENT 


Senator Pasrorr. How long is the brief statement ? 

Mr. McLavucuuin. It is double spaced, and it is 3144 pages, less than 
4 pages. 

Senator Pastore. Is there anything new that you have not already 
inserted in the record at the regular hearings last week or 2 weeks 
ago! é 

Mr. McLaveuttn. Mr. Chairman, this is approximately the state- 
ment that I read at the hearing last week. That is, this is the part 
I read. 


It is a boiling down of our whole position on the Federal payment. 
TOTAL RESTORATION REQUESTED 


Senator Pastore. Before you get to it, as I understand the situa- 
tion now you are asking for restoration of $557,450 ? 

Mr. McLavuenuurn. That is right. 

Senator Pastore. The total cut was $200,000 more than that but 
you are not asking for the restoration in the School Department. As 
a matter of fact, you are asking for a decrease ? 

Mr. McLaveuur. That is right, sir. 

Senator Pasrorr. On your new items then you have in new items 
$264,300 which makes a total of $821,750? 

Mr. McLavueuuin. Yes, sir. 

Senator Pastore. That is the total amount you are asking to be re- 
stored, is that correct ? 

Mr. McLaueuutn. Yes, sir. 

Senator Pastore. I will tell you what I would like to have you do 
before you begin to read your statement on the contribution or the 
Federal payment. I would rather have you itemize and explain or 
break down the figure that you are asking for restoration; for in- 
stance, you are asking for restoration of $5,750 in occupation and 
professions. Tell us what that is for. 

Mr. McLaventrn. We have the heads of departments to explain 
this, Mr. Chairman, in detail, if you like. I mean I can go over it 
very briefly. 

Senator Pastore. Why do you not bring them all forward so we 
can do this more expeditiously ? 

Mr. McLaventin. Mr. Cogswell. 

Mr. Cocswe.u. Yes, sir. 

Mr. McLaveniin. Will all those come forward and bring up chairs 
who are to testify ? 

Mr. Chairman, could we before we get to that then insert all of 
this material concerning the Federal payment ? 

Senator Pastore. Yes, we will insert it in the record nevertheless. 
If there is any need to get into it by reading, we will do that at any 
rate. I think we ought to expedite the meeting now because there 
are other citizens who want to speak here. 
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DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 


STATEMENTS OF ROBERT F. COGSWELL, DIRECTOR, AND SAMUEL J, 
FUSCO, CHIEF, OFFICE OF ADMINISTRATION 


AMENDMENT AND JUSTIFICATION 


Senator PAsToRE. The next amendment relates to the Department 
of Occupations and Professions. The budget estimate was $26,200 
and the House allowed $20,450, a cut of $5,750 which is requested 


restored. The amendment and justification for the request will be 
filed in the record. 


(The information referred to follows :) 


OPERATING EXPENSES 


(House hearings p. 864) 


Neen nnn nee en police wiewrioaamewnes $294, 800 
enue ee Se ea lee 299, 000 
Somme RUN | io i Sh al ices 26, 200 
House allowance, supplemental 1959 (reduction of $5,750) _..__._______ 20, 450 


AMENDMENT REQUESTED 


Page 11, line 9, strike out “$20,450” and insert in lieu thereof “$26,200”, or an 
increase of $5,750 in the appropriation. 


JUSTIFICATIONS 


The Department of Occupations and Professions requested a supplemental 
appropriation of $26,200 for 1959 of which $20,450 was granted by the House of 
Representatives and represents a reduction of $5,750. This action will result 
in a serious decrease in the quality and quantity of services to applicants, 
licensees and the general public. 

The $5,750 reduction will have a greater disruptive effect than this amount 
would indicate for two reasons: (1) most of the supplemental requested was 
expended in the first three quarters and the full reduction must be taken in the 
fourth quarter and (2) the fourth quarter is the quarter in which the heaviest 
workload falls. To meet thie workload, the Department has always filled all of 
its authorized positions in the fourth quarter. Unless the reduction is restored by 
the Senate, two positions will remain vacant and the equivalent of three posi- 
tions will be furloughed. The furloughs will be distributed among the 43 
employees of the Department and will require each employee to be furloughed 
for 4 days. In addition the 78 board members will receive a 12 percent reduction 
in honoraria and the members who are scheduled to travel in the fourth quarter 
will receive a 20 percent reduction in their travel allowance. 

The effect of these reductions upon the Department will be to slow up the 
administration of some 20 occupational and professional licensing statutes. 
Applications filed for examination will be delayed in processing and investigation; 
examinations and the scoring of examinations will be slowed down; and the 
issuance of original and annual licenses will be delayed. Especially hard hit 
will be the Real Estate Commission and the Nurses’ Examining Board since these 
two agencies are required by law to issue annual licenses by July 1, 1959. 

The effect upon the applicants for licensure will be to delay the time when 
they can earn their livelihood since they are required by law to be licensed 
prior to engaging in an occupation or profession. 

The effect upon the public will be that complaints filed with this Department 
against licensees will be delayed in receiving investigation and adjudication. 
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In short, the Department of Occupations and Professions is a small Depart- 
ment and will be seriously crippled in the fourth quarter of this fiscal year by 
the reduction in the supplemental of $5,750. 











Restoration 
Application of funds: of funds 
ere Spamme OUUU ROD SSE ete a oe ee Le $740 
I Os nO i 2, 250 
Activity 3. Investigation and inspection._._._....___-_________________ 630 
een Gk Ee OOOOr AG SRO i reece easiness 2, 130 
RE Roe ee toe ee ed rs og tO oO 5, 750 
The above amount is applied as follows: 
Tee nn 3, 300 
ee 200 
AR cht ela cn cede a A chet china ob mht ne ctosncabo hcp acl ed cote whcbawlea eon ei cine 300 
SN eek es are ek ee a a ale eae 1, 950 
Ne a acne een een unions 5, 750 
Financial analysis: 
Personal services: 
a a a cei 3, 300 
seeemoewestrent (ROMOrATIS ) 8 cece eenta 1, 950 
a ee ahem c pier 300 
aac caeecacieaspea cindasssaeseduned nano eeai ae dialing ciitdsiieasebiecalac ake ts 200 
a Ds hemnlenan cutis 5, 750 


BASIS FOR AMENDMENT 


Senator Pastore. All right, Mr. Cogswell, what is the basis for the 
amendment ? 

All right, give your name to the reporter, will you, please ? 

Mr. Coaswetu. Robert F. Cogswell, Director of Department of 
Occupations and Professions. 

Senator Pastore. All right, I understand you are going to justify 
the figure $5,750. 


AMOUNT REQUESTED 


Mr. CocsweE.u. Yes, sir. I have a short statement, Senator, which 
I would like to read. This department seeks the restoration of $5,750, 
representing a reduction made in the supplemental appropriation pre- 
ie to the House of Representatives, the full amount of which was 

6,200. 


AFFECT OF HOUSE CUTS 


First, I would like to call to your attention the fact that when the 
Department of Occupations and Professions was established in the 
fall of 1953, we were granted 43 employees. In the 1959 and 1960 
budgets we have a total of 45 authorized positions. However, the 
effect of the recent action of the House of Representatives will decrease 
our work force to 40 employees during the fourth quarter of this year, 
which you will see are 3 fewer employees than we had 6 years ago. 
Meanwhile, as you can very readily understand, the amount of work 
performed by the department has increased during this period of 
time. The reduction in the number of employees will have to be taken 
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by keeping 2 positions vacant and furloughing each of the remaining 
43 employees, including myself, for 4 days. 

In addition, the 78 paid board members of the 20 boards, commis- 
sions, and committee will receive a 12-percent reduction in honoraria 
and such board members as are scheduled to travel in the fourth quar- 
ter will receive a 20 percent reduction in their travel allowances. AJ] 
told, we have approximately 90 members on the various agencies com- 
prising this department; some of whom are full-time employees of the 
Government of the District of Columbia and receive no additional 
compensation for their services on the boards which they serve. 

The result of these reductions upon the department will have a more 
serious effect than might appear at first glance. The examination, 
registration, and regulation of some 20 occupations and professions 
which are required by law to be licensed will necessarily be delayed. 


FEES FOR SERVICES 


Senator Pastore. On that point do these people pay a fee for these 
licenses ? 

Mr. Cocswe.u. Yes, sir. 

Senator Pastore. They do? 

Mr. Cosewetu. In various amounts. 

Senator Pastore. As a matter of fact, much of this $5,750 is self- 
supporting. 

Mr. Ceeswety. No, it is not, Senator. We are running a little bit, 
we have been running at about even, but with this pay increase granted 
we will not. 

AGENCY SELF-SUPPORTING 


Mr. Lowe. Mr. Chairman, the vast majority of the expenses of this 
department are financed entirely from the collections for the fees. A 
fee study is now pending to bring the fees back up to where they would 
wholly finance the department. 

Senator Pastore. So it will be wholly self-supporting ? 

Mr. Lowe. Yes, sir. 

Senator Pastore. At any rate the important thing for this commit- 
tee and what we would like to get on the record is this: What will hap- 
pen if this cut is sustained, the cut that was made in the House? 

Mr. Cocswett. I think I have it here, Senator, and I have a graph 
I would like to present, too. 

Senator Pastore. All right, sir. 


EFFECT OF CUT ON AGENCY WORKLOAD 


Mr. Cocswe... Applications filed for examination will take longer 
to process and investigate; the administering of examinations and the 
scoring of examinations will be slowed down and the issuance of origi- 
nal and annual licenses will be delayed. Especially hard hit will be 
the Real Estate Commission and the Nurses’ Examining Board, both 
of which are required by law to issue annual registration licenses by 
July 1, 1959. There are some 4,500 licensees inivolved in the real 
estate field and about 6,500 registered nurses. I believe that the graph 
which I would like to present to the committee will show that the 
workload of the fourth quarter is the heaviest of the entire year. 
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As applicants for licensure cannot engage in an occupation or pro- 
fession until they are licensed in accordance with law, the time where- 
jin they can earn their livelihood will be delayed. This will not only 
result in a financial loss to those persons involved but the effect upon 
the general public will be that such complaints as may be filed against 
licensees will be delayed in receiving investigation and adjudication. 

In short, I respectfully ask for your favorable consideration and 
action on my request for the restoration of the above amount of $5,750 
for the fiscal year 1959, which, in my considered opinion, is absolutely 
essential to the orderly administration of the work of licensing and 
regulating those persons who come within the jurisdiction of this 
department. 

UNFILLED POSITIONS 


Senator Pastore. How long have you had those 2 vacancies in your 
department ? 

Mr. Coeswe.u. Mr. Fusco, how long have they been ? 

Mr. Fusco. January 31. 

Senator Pastore. You have not filled them up to now ? 

Mr. Fusco. No, sir. We were accumulating money to cover in-grade 
promotions. We had succeeded in doing that and we were about ready 
to fill these 2 positions when the Commissioners ordered a freeze. 

Senator Pastore. What if you waited up to July 1, 1959, to fill those 
two vacancies, how much could you shave off the $5,750 ? 

Mr. Fusco. Those are two, approximately $1,000. 

Senator Pastore. Approximately $1,000. All right. Any ques- 
tions ? 

The graph will be made part of the record. 

Mr. Cocswetu. Thank you. 
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(The graph referred to follows :) 


DEPARTHENT OF OCCUPATIONS & PROFESSIONS 
ANNUAL REPORT 
FISCAL - 1958 


APPLICATIONS, EXAMINATIONS AND LICENSES 








i i 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 571 


GOVERNMENT OF THE DistTrRICT OF COLUMBIA—DEPARTMENT OF OCCUPATIONS 
AND PROFESSIONS 


Examination information 




















Board July | Aug. | Sept.| Oct. | Nov.| Dec. | Jan. | Feb. | Mar. | Apr.?|May 3] June? 
I Gh doccrian hae ls Na a abetinsel SrctehoN ec ee eek PO) ees 
Aqoountancy........-..--.|..--.--].-----}_...--.|------ Ba E eeesie eerie ease tata ee a ate 
IEEE. < co connannsevec|onceen|-~-<-=|o-2-- [noe ee eaten Seat ana cee E ae ee MS herein 
0 ee We Esodeadbesw de? Cate pth Sekacd ee, at Suentevciua i eee 2 
Qumetolosy MS nn paer sane Be! Aelketeleedo=e We [owen . AS weet eaniee: Bt Wisesidee = 
Commission Oe cre eT eee cane ts mee eed xX a 
ETc hedctinpacchsntl gutemitdaccnapsokuek MP esc RR cote soca de tlekuch oc caee wer coca x 
Optometry - ...----------- Phi Vigan eriadline citen bay ~Sekounee— ames OP hn a senees <b eet oh 
cise mnrees: ie Was oe ge ee eR aon ed Eiht oii 
Ee ee BP” NeeSenelsceseclecseetorncoepeeen ce BR le raced eae ean ate ae eee 
Professional Engineers !___|_____- os rl eased ence Maan dans xX Me), Bactct ls web elas ea xX x 
Se x x x x x x x x x x x x 
 cncnsinnminean leone dap ras cma hehe ines Bate cs ec ee ee Be ow x 
SE Ec onienasn cc ass x x x x x x x Xx x x xX x 
Motion Picture_-..-..-...- x x x x x x x x Xx x x x 
I isnt cinco en x x x x x x xX x X x x x 
Steam Engineers....-.--- x x x x x x x x x x x x 
NI, se eeibena tata ecdibem opel same il acca dtaaawsulsastsclorennnlenscestenckec x 





1 The dates for the holding of examinations by these Boards are fixed by statute. 
2 The above indicates the heavy mandatory and other examinations’ schedule. For 3 prior years funds 
have been available for hire of 2temporary GS 3clerks. For this fiscal year no such funds are available, 


Pusuic ScHoors 


STATEMENT OF WALTER L. FOWLER, BUDGET OFFICER 


AMENDMENT AND JUSTIFICATION 


Senator Pastore. The next item concerns a requested decrease of 
$200,000 in the House allowance of the budget estimate of $4,295,668. 
The amendment and justification for the supplemental estimate and 
the decrease requested will be placed in the record. 

(The information referred to follows :) 


OPERATING EXPENSES 


(House hearings, p. 867) 


I I cenit eet eceblcanaitemanateaiatico arent annette eanmntanitrceniute $39, 430, 050 
NEON, SO od certo niece mere eeree wan amaesmennesmmennesmarsaeres 39, 948, 000 
I UETIINDL, RU cosicisinntsvibntiecien tect esinvrepneeneenmennaiemeneonpenereanenaninnomnat 4, 295, 668 
House allowance, supplemental 1959_....-------..-----~..---~. -_ 4,295, 668 


AMENDMENT REQUESTED 


Page 11, lines 11 and 12, strike out “$4,295,668” and insert in lieu thereof 
“$4,005,668,” or a decrease of $200,000 in the appropriation. 

Public school officials have agreed with the Commissioners to seek a reduction 
of $200,000 in the second supplemental appropriation bill, 1959, as approved by 
the House. This amount is available in the public school appropriation through 
normal savings and compliance with the Commissioners request to reduce ex- 
penditures as much as possible. This reduction in 1959 will help reduce the 
deficit in the general fund. 


For an additional amount, fiscal year 1959, “Public schools”________ $4, 295, 668 

Salary increases, $4,224,668.—Of this amount, $3,643,668 is needed for Teachers’ 
Salary Act employees as a result of Public Law 85-838, $170,000 for classified 
employees as a result of Public Law 85-462, $313,000 for salary increases granted 
wage-hoard employees approyed by the Commissioners effective May 8, 1958, and 





572 § SECOND: SUPPLEMENTAL APPROPRIATION BILL, 1959 


$98,000 for salary increases granted wage-board employees approved by the 
Commissioners effective January 14, 1959. 

Per diem substitute teachers, $56,000.—This amount is necessary to provide 
funds for a pay increase from $14.08 to $16 per day granted by the District of 
Columbia Board of Education to substitute teachers which is commensurate to 
the pay raise granted regular teachers by Public Law 85-838. 

Stores-clerk service, $6,000.—This amount is necessary to provide funds for q 
pay increase from $10 to $11 per day granted by the District of Columbia Board 
of Education to stores clerks which is commensurate to the pay raise granted 
classified employees by Public Law 85-462. 

Lunches for needy children, $9,9000.—Public Law 85-901 (approved September 
2, 1958) authorized reimbursement: to the’ District of Columbia public schools 
food services fund for lunches served in the public schools to children of families 
receiving public assistance. Based on current experience, it is estimated that 
the average daily number of lunches served free to needy children in the second- 
ary schools will be about 450, of which 180 will be served to children of families 
known to be active on the District of Columbia public assistance rolls. The 
$9,000 included in this supplemental request is needed to provide free lunches 
to the 180 children of public assistance families at the standard rate of 27 cents 
per lunch for a period of approximately 180 days. This will leave 270 free 
lunches per day, at a total cost of about $13,000, to be financed from the normal 
receipts of the school lunch program. In view of the fact that the number of 
free lunches being served is considerably greater this year than it was last year at 
this time, and the fact that many schools must be supplied with new cooking 
equipment, china, and trays this year, an operating deficit in the cafeteria pro- 
gram as a whole is likely for 1959 unless the requested supplemental funds are 
obtained. 


LETTER ON AGREEMENT WITH SCHOOLS 


Mr. Fowter. Mr. Chairman, the public schools agreed to this reduc- 
tion and would like to introduce the letter of the superintendent of 
schools in the record. 

Senator Pastore. Without objection, so ordered. 

(The letter referred to follows:) 


WASHINGTON, D.C., April 6, 1959. 
Mr. WALTER L. FOWLER, 


Budget Officer, Washington, D.C. 


DEAR Mr. Fowcter: This will confirm the commitment made to your office 
orally last week, to the effect that the public schools can and will accept a reduc- 
tion of $200,000 in the supplemental appropriation of $4,295,668 requested for 
1959. 

Sincerely yours, 
Cart F, HANSEN, 
Superintendent of » Schools. 


METHOD OF EFFECTING SAVINGS 


Senator ELLenper. How was that made possible? Can you tell us? 

Mr. Fowter. It was made possible through savings since the time 
that they asked for the first amount.of money. They had some vacan- 
cies and so forth. 

Senator Etienver. Is your school attendance the same now as it 
was 2 years ago? 

Mr. Fowter. I think it is up, Senator. I think it is up. 

Mr. McLaveutn, Greater. 

Senator Extenper. The reason I am asking, I saw some figures that 
were published some time ago indicating that the school attendance 
has decreased 





Mr. Fowter. I do not think it decreased. 
Senator ELtenper. In the past 2 or 3 years. 
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SCHOOL ENROLLMENT 


Mr. Lowe. Senator, in the current year in the public schools we 
have 114,000 students enrolled. Two years ago we had 108,500. We 
have had a steady and fairly sharp climb in school enrollment. Might 
[ point out in connection with this $200,000 savings the total operating 
budget involved is a little over $39 million, so this is what you might 
really call a normal saving out of a budget of that size which we can 
accurately predict this late in the fiscal year. It is less than one-half 
of 1 percent. 

DEPARTMENT OF Pusiic WELFARE 


STATEMENTS OF GERARD M. SHEA, DIRECTOR; DONALD BREWER, 
DEPUTY DIRECTOR; GUY PUNTCH, ADMINISTRATIVE OFFICER; 
AND THOMAS W. POLAND, DEPUTY ADMINISTRATIVE OFFICER 


AMENDMENT AND JUSTIFICATION 


Senator Pasrorr. The next amendment is for the Public Welfare 
Department. The sum of $261,500 is requested to be added to the 
House bill. Of this amount, $13,500 is for pay cost increases. 
$225,000 is for public assistance grants due to increased caseloads and 
increased costs per case; and of the $225,000 the sum of $115 090 is a 
new estimate submitted to the Senate. $23,000 is for increased funeral 
costs estimated for the balance of the fiscal year. The amendment and 
justification therefor and the supplemental estimate for $115,000 will 
be filed in the record. 

(The information referred to follows :) 


OPERATING EXPENSES 
(House hearings p. 887) 
NN NND 5 NADIE cc io ci gt th be cent esd ph os ote Sia $13, 379, 300 
I, SIs eee wren io en so mp ccs i erik dibasic 21, 564, 276 
Supplemental estimate, 1959 (includes $115,000 contained in Senate 
@ocumenst) =. .......... ~ eee - $= - = - = - 1, 012, 200 
House allowance, supplemental, 1959 (reduction of $146,500) ____ 750, 700 


AMENDMENT REQUESTED 


Page 12, line 6, strike out “$750,700” and insert in lieu thereof “$1,012,200”, or 
an increase of $261,500 in the appropriation. 


JUSTIFICATIONS 


The increase requested is as follows: 





rE ER 00 ORT EU Ch ain, ineenetnign eg ebenuipbipicunes ainda: $146, 500 
(b) Budget amendment contained in 8S. Doc, 20_------------_-__-__- 115, 000 
al aa a ea Rice ae ite ol Matin seca hater ah eit ieee ak 261, 500 


(a) Restoration of cut by House, H.R. 5916, second supplemental appropriation, 
1959, $146,500 

H.R. 5916, Second Supplemental Appropriation Act, 1959, imposed a $146,500 
cut in pay costs for the employees of the Department of Public Welfare. The 
effect of this cut and justification for its restoration is as follows: 

Salary increases, $15,500.—Of the amount not allowed in the supplemental re- 
quest $13,500 was applied to personal services. Restoration is requested to avert 
placing approximately 38 employees on furlough for 30 days or effecting other 
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personnal actions to produce equivalent savings. The cut has been prorateq 
among all operating divisions as follows: 


Numb 
Activity : positions 
edt ena lee lies Sheen oot geeen Siew iey aos emsanaherawoeyinenenren eset 2 
erent Caecum tapewameunt. 52050 Toe Ye fe ee Le ele 6 
UNE, CTU i ad nies d cceeeniees been eomninhtenbennisinahaall 1 
I deca abnneipesgein neste al 8 
District of Columbia welfare institutions__._._..__......_______________ 12 
I oe a tems ahmten cine ene 14 


It should be pointed out that this reduction in staff is in addition to restric. 
tions imposed since February 2, 1959, which at this writing resulted in 11 vacapn. 
cies and which figure will continue to increase. 

Application of funds.—Funds will be used for personal services and retirement 
costs to eliminate the necessity of furloughing approximately 38 employees for 1 
month or any equivalent thereof. 


Financial analysis 














Activities 
Object 
! 
1 2a 2b 3 4 5 Total 
INI oh cavaene $500 | $2, 100 $350 | $1,000 | $4,100 | $4, 628 | $12, 676 
Grants, subsidies and contributions--_--_-..--- 35 137 22 65 265 300 824 
thd ch SELL LI. ch ces 535 2, 237 372 1, 065 4, 365 4,926 |} 13,500 


Public Assistance Division, $133,000 


Grants, $110,000.—The original budget request for 1959 was based on a projec- 
tion of the average caseload increase per month experienced up to the date of 
submittal. This projection indicated the total caseload at the beginning of the 
fiscal year should have been 10,000 cases. Actual payments for the month July 
1959 were made to 10,110 cases. The load continued to increase and based 
on experience through November a projection was made providing for an average 
increase per month of 91 cases through the fiscal year. A request for a supple- 
mental appropriation of $110,000 for public assistance grants was submitted and 
is contained in House Document 58. 

Burials, $23,000—Restoration of the portion of the cut applied to this item is 
requested because the number eligible for funerals at public expense has in- 
creased as follows: 





Total Monthly 
average 





I alee nnlclasipsictirani vai alaiepeeoia ination meat teniennsteinn 323 25 
Bee Si Se, SEND DER ne ncecnemneeenpereraernstqocuonsccoencene== 289 32 





Obviously the increase is related to increased numbers receiving public as- 
sistance. In order to comply with the antideficiency act it was decided to re- 
duce assistance payments by 15 percent effective April 1, 1959, and to furlough 
at least 38 employees for 30 days, effective May 1, 1959. However, it is the inten- 
tion of the Department to restore part or all of the reduction retroactively 
depending upon actual developments in workloads through June and final action 
by Congress. It is also hoped that sufficient funds will be restored for personal 
services to avert any actual lay off of employees or loss of pay. 

Application of funds.—Funds will be used to provide public assistance grants, 
$110,000 and for burial expenses of $23,000. 
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Financial analysis 
Activity 2a 
Object: Grants, subsidies and contributions__.___.____--_-_-.._----___ $133, 000 
(b) Budget amendment contained in Senate Document , $115,000 


After the supplemental for $110,000 was submitted the actual caseloads No- 
vember 1958 through February 1959 were as follows: 





NN "MNase ere a a a a 10, 447 
I a A a eae sa a maida Sokjenciuaiese cgmemmematinnay 10, 704 
RN: OPO ces RR BY PEM AEE EB en ices ecesnttineenesin inert 10, 798 
I i i a etal et acnlaas ccs wi ciiioeimestiaindaie: 10, 941 


This reflects an average increase of 164 cases per month. Faced with this situa- 
tion the Department imposed the following, effective February 2, 1959, by 
memoranda to all operating divisions: 

“Effective this day, it will be necessary for all superintendents and field 
administrative officers to put into effect the following: 

“(1) Discontinue recruiting new personnel and filling any vacancies which 
occur. 

“(2) Discontinue promotions. 

“(3) Defer reallocations. 

“(4) Limit overtime to extreme emergencies only. 

“(5) Restrict all purchases to absolute essentials. 

“(6) Defer obligating any funds which may result in increasing inventory 
beyond the end of this fiscal year. 

“(7) Eliminate obligating funds for the purchase of any equipment. 

“(8) Economize in the areas of transportation, heat, electricity, water, etc. 
as much as possible. 

“(9) Conserve in all program areas the purchase of supplies and materials. 

“(10) Conserve in all areas relating to operation of buildings and grounds the 
purchase of supplies and materials. 


“It is the responsibility of all operating superintendents and field administra- 
tive officers to work cooperatively in order to effect maximum economy for the 
balance of this fiscal year. It also is the responsibility of all operating superin- 
tendents and field administrative officers to inform each of their department 
heads, and all persons under the supervision of department heads, the need for 
constant alertness and economy at all times and at all levels. 

“Unless these proposed steps effect the necessary savings needed by the depart- 
ment to continue to operate in all its 12 divisions, it will be mandatory to effect 
a reduction in force.” 

In addition to increased numbers of cases the cost to the District per case has 
increased because more persons are eligible for the category of “general public 
assistance” for which the District receives no Federal matching funds. Since 
new budget standards were adopted in September 1958 the average District cost 
per case per month has risen from $40.64 to $42.25 for February 1959. 

Projecting an increase of 164 cases per month for the balance of the fiscal year 
and multiplying by the average cost to the District indicates a need for an addi- 
tional $115,000 over and above the original supplemental request of $110,000. 
This figure of $115,000 is arrived at after applying all the savings that can be 
effected throughout the Department. 

Functions of the Department require programs for which the costs are made 
up of multiple variables which make it impossible to deal in exact figures. 
Workloads for all operating units cannot be controlled. Caseloads in public 
assistance depend upon the number of applicants who qualify under regulations; 
the number of boys committed to National Training School for Boys depends 
entirely upon actions by the juvenile court; the number of indigents eligible for 
burial at public expense depends upon the death rate and, obviously, with in- 
creased numbers on public assistance the margin of risk is increased; the 
amount required for tuition and board and care for children in private institu- 


38932—59——37 





576 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


tions and foster homes depends upon the number of children requiring such care 
and the rate of tuition in the schools which varies and in most cases is undeter. 
mined until the end of the school year. 

Application of funds.—Funds will be used to provide public assistance grants 
due to increased caseloads and increased cost per case. 


Financial analysis 
Activity 2q 
Object: Grants, subsidies and contributions___.___.____.__._.__.________ $115, 000 


JUSTIFICATION OF REQUEST 


Senator Pasrore. All right, Mr. Shea. Give us your justification 
for this request. 

Mr. Suea. I have a rather detailed statement which I will submit 
for the record, if I may. 

Senator Pastore. Without objection it is so ordered. 

(The statement referred to follows:) 


The Department of Public Welfare’s financial analysis for the period ending 
December 31, 1958, at the then current rate of obligation indicated that a defi- 
ciency would occur before the end of the fiscal year 1959. The deficiency, due to 
increased persons eligible for public assistance, would have occurred even if 
the supplemental request for $110,000 for grants, submitted December 19, 1958, 
was realized. 

In order to attempt to meet this reality the Department of Public Welfare 
staff initiated, on February 2, 1959, a program of austerity which directed that 
there be a discontinuance of recruitment, promotion, and reallocation; that 
overtime be limited to extreme emergencies; by conservation in all program 
areas and that there be a deferring in all obligations of any funds beyond that 
which was absolutely necessary to continue an effective operation of the Depart- 
ment. 

From such action we had planned to use such forced savings to supplement 
the allotment for the Public Assistance Division. It appeared at that time the 
Department’s savings plus the supplemental’s approval could meet the demands. 
At a later date we recognized that-the increase in public assistance cases was 
accelerating to such an extent that we could no longer provide sufficient funds 
from any action or combination of actions undertaken. Thus on March 17, 1959, 
we requested an amendment to the supplemental to the extent of $115,000. The 
savings from within the Department and the supplemental and the amendment 
to the supplemental would have enabled the Department to operate until 
June 30, 1959, with grants at 100 percent of need together with a maintenance 
of other basic services but would not allow any relaxing of the austerity pro- 

ram. 

7 The action of the House reducing the supplemental request by $146,500 made 
it impossible to provide sufficient funds for public assistance. The House action 
occurred on March 25, 1959. Action had to be undertaken immediately to avoid 
spending beyond the appropriation. The Department needed at least $300,000 
for April, May, and June for the Public Assistance Division in order to main- 
tain grants at 100 percent based on April 1957 prices. Approximately $100,000 
was needed for the month of April. 

The only administrative method to make money available between March 25 
and April 1 would be leave without pay for all personnel. This would recoup 
approximately $27,000 a day. This would have resulted in the abandonment 
of all operations and would have been administratively impossible under civil 
service regulations. The Department, in order to recoup $300,000, would have 
to eliminate 280 persons for 90 days or place 1,586 persons on leave without pay 
for 11 days. Even if this were possible legally, within the framework of 
civil service regulations, the money would not have become available on a time 
schedule to enable us to meet public assistance grants on the 1st of April, 
May, and June. The Department recommended a 15-percent cut in grants, 
with which the Board of Commissioners concurred. After conferences with the 
Budget Office and Commissioners two major concepts were approved: (1) A 15 
percent cut in public assistance grants, and (2) a determination that certain 
personnel would have to be furloughed. 
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With respect to point (1), the cut can be restored retroactively if money 
becomes available. The May and June checks can be adjusted upward depend- 
ing upon money availability and caseload figures. Both of these factors must 
be taken into consideration. With respect to the furloughing of personnel, 
point (2), the Commissioners directed that approximately 38 persons be fur- 
loughed up to no more than 30 days and the Department determined that each 
operating division would assume its proportionate share and it may be necessary 


in addition for all or a portion of the staff to take leave without pay for no 
more than 1 day. 


It is respectfully requested that the full amount of $146,500 be restored and 
that the $115,000 amendment to the supplemental be approved in order to re- 
store the reduction in grants, to the extent that funds are available, and to 
prevent any furloughing of any personnel. Those on public assistance need the 
full grant in order to maintain minimum standards of health and decency and 
those rendering service need to be available in full force in order to avoid any 
furtherance of social or economic deterioration and tragedy. 


AREAS COVERED IN REQUEST 


Mr. Sura. Actually our request, sir, is divided as you indicated into 
four areas. It is a request first for $13,500 for personnel. The actual 
operation of the Department has been such that we have had mini- 
mum coverage in our institutional operations. We have had very 
heavy caseloads in both child welfare and public assistance. And 
this request is to attempt, if it is at all possible, to prevent anybody 
from being furloughed because actually any furloughing of people 
within the department would create a burden in terms of requiring 
people to carry loads, in terms of institutional population, far beyond 
that which would be safe and would actually result in caseworkers 
in both public assistance and child welfare carrying caseloads which 
would practically preclude them from doing any casework and may 
even result in having careless methods of determining eligibility for 
public assistance which in the long run may cost a lot more money. 

Senator Pastore. Maybe more expensive / 


PUBLIC ASSISTANCE CASELOADS 


Mr. Snea. Yes, sir. The request for public assistance grants is 
actually divided into two categories, $110,000 and $115,000. When 
we requested the $110,000 supplemental, the caseload increase was 
assumed to be an average caseload increase per month of only 91 cases. 

Senator Pastorr. When was that assumed ? 

Mr. Sura. This was between the 1st of July and the Ist of Novem- 
ber. Between the 1st of November and the ist of February the 
caseload average increase was 164 cases a month. And between the 
1st of February and now—as a matter of fact the month of March, 
over the month of February—the caseload increase was 194 cases in 
the 1 month alone. So we had a caseload acceleration far beyond 
that which we anticipated anywhere along the line. The amount of 
cases presently being carried as of the 31st of March is 1,025 cases 
more than it was on the Ist day of July 1958. 

Senator Pastore. Why was the $115,000 not sought in the original 
supplemental ? 

Mr. Suna. We had hopes, sir, that the average caseload would not 
be accelerated at such a rapid rate. 

Senator Pastore. This is something that has been discovered since? 

Mr. Sura. Yes, sir; it has been. 

Senator ELtenper. This is all for public welfare? 

Mr. Suxa. Public assistance; yes, sir. 
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REQUIREMENTS FOR ELIGIBILITY 


Senator Excenper. Public assistance. Are there any requirements 
that those applying must be residents of the District? 

Mr. Sura. Yes, sir; 1 year. Everybody must be a resident for at 
least 1 year. 

Senator ELLENpER. One year? 

Mr. Suea. Yes,sir. 

Senator ELtenper. How is that fixed—by law or regulation ? 

Mr. Suna. By regulation, in certain cases by law. 

Senator ELtenper. Have you ever thought of extending that time? 

Mr. Suea. Well, actually I think some thought has been given to 
it, sir, but the vast majority of people who are on public assistance 
have been here considerably beyond 1 year, as a matter of fact, beyond 
5 years for the most part. 

Senator ELLeNpER. You mean those who are on now? 

Mr. Suea. Yes, sir. 

Senator ELLenper. We are now talking about the new ones coming 
in? How long have they been residents? Are you able to check on 
that ? 

Mr. Suea. Because nobody is known to us until they are here at 
least 1 year. 

Senator ELLenver. I understand. 

Mr. Suea. But any studies we made indicated that people have been 
here considerably beyond 1 year and considerably beyond 5 years. 

Senator ELLENDER. You mean those who are now applying ? 

Mr. Suea. Yes, sir. 


REASONS FOR ACCELERATED CASELOAD 


Senator Pasrore. In other words to get at the point that Mr. Ellen- 
der is dwelling on, this increase in caseload, is it attributable to tran- 
sients who have come here and just been here a year or is this a case 
of an economic situation that requires more people to be on public 
assistance ? 

Mr. Suea. Combination of things, sir. Actually, of course, there 
are some people on public assistance who have been here just slightly 
beyond a year I am sure. But there are at the same time an increase 
in the birthrate and an increase in longevity of life. Any recession, 
mild or major, has an indirect effect. on public assistance because if a 
person is working and has been taking care of their aged parents up 
to that time, and that younger person loses his job, the elder person 
may find their way onto public assistance. 


RESIDENCE REQUIREMENT 


Senator Pastorr. What is the uniform regulation with reference to 
residence or domicile with regard to public assistance in the States! 

Mr. Suea. You mean throughout the country, sir. 

Senator Pastore. Yes. 

Mr. Suea. Generally speaking, most of the States have at least 1 
year’s residence. Only two States have no residence requirements. 
One is New York and the other is Rhode Island. 

Senator Pasrors. And you are worried? 

Senator Exienver. I am not worried, just curious to find out. 
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REQUEST FOR TABULATION 


I wonder if you will furnish for the committee the number of ap- 
licants you have had during the past 3 months and how long they 
ave been residents. 

(The information referred to appears on p, 1141.) 

Mr. Suea. Yes, sir. We have an average. 

Senator ELienper. Since I have been here this public welfare has 
been on the increase. It has been my information—of course, I did 
not get it from ag like you who know about it—that quite a few 
people come here for no other purpose than to get on the public 
welfare. 

Mr. Sura. Nothing we have been able to ascertain, sir, indicates 
that. Unquestionably, some people who come here to the District 
eventually end up on public assistance. But as far as we have been 
able to ascertain they come here either for taking advantage of the 
school system or taking advantage of getting jobs. Subsequent to 
that they may find themselves in need of public assistance. I do not 
think, sir, that the Public Welfare Department in the District of 
Columbia is any different from the public welfare department ex- 
perience any place else in the country. I think that virtually every 

lace in the country at the present time is experiencing accelerated 
increase in public assistance, particularly in the aid to dependent 

children category. 


MIGRATION TO DISTRICT 


Senator Etitenper. I do not want to argue with you. But in Loui- 
siania we have been paying at a higher rate than some other Southern 
States, and I have information that quite a few people have come to 


reside in Louisiana in the hope of getting this additional pension 
or 





Mr. Sura. Grants? 

Senator ELtenper. Grants. 

Mr. SuHea. Yes, sir. 

Senator Exienper. I am wondering if the same thing occurs in the 
District. 

Mr. Suea. There is no question about it, sir, that our grants are 
higher than virtually all of the Southern States and many other States 
actually. 

Senator ELLENpDER. Yes. 

Mr. Suea. But there is 

Senator Eiuenper. Higher than Maryland, is it not? 

Mr, Suea. Yes, sir. Higher than Maryland and higher than Vir- 
ginia also, on the average. 

Senator Ettenper. If it would not involve too much work, I wonder 
if you could take the last 3 months, and indicate the average length 
of time the applicants lived in Washington. 

Mr. Sura. Yes,sir. We will do that. 

Senator ELtenper. It might be of interest. 

Senator Pastore. Why do we not go a step further. Take it at 6 
months? 

Mr. Sura. All right. 

Senator Pastore. It will give you a fair perspective. It might be 
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quite interesting to find out the new applicants in the last 6 months, 
how long they lived here as a matter of record. 

Mr. Suea. Yes, sir. 

Senator Pastore. What is the overall budget with relation to public 
assistance ¢ 

mr. Sues. Do you mean, sir, the applications or the approved 
cases 

Senator Pastore. Approved cases? 

Mr. Suea. Approved cases. 

Senator Pastore. Those that go on. 

Mr. Suea. Sir? 

Senator Pastore. Those that go on. 

Mr. Sura. Yes, sir, those that go on relief. 


PERCENTAGE OF APPLICANTS ACCEPTED 


Senator Extenper. Do you refuse assistance because of the fact 
that the people have not been in long enough. 

Mr. Sura. Yes,sir. Of the number of applicants in any one month 
we have never approved any more than 44 percent of the applications, 
That is actually high. The average of approved is closer to 40 per- 
centamonth. That has been true. 

Senator ELLenpeEr. What is the chief reason for disapproval ? 

Mr. Sura. Actually a lot of them are employed and they are not 
eligible. Some of them are not residents. Some of them have re- 
sources within their family structure which would enable them to get 
along without assistance. We actually in the District of Columbia, 
sir, as I am sure you know, have rigid regulations with the rate of 
public assistance, despite the rising caseload. 


EFFECT OF FURLOUGH OF TRAINED WORKERS 


Senator Pastore. This investigation you and he are speakin 
about emphasizes and points up the need not to furlough traine 
social workers, does it not ? 

Mr. Sura. Yes, sir, because of the caseloads. 

Senator Pastore. You may turn out to be penny-wise and pound- 
foolish. 

Mr. Suea. Because if you get a person on public assistance it takes 
some time to get them off. The ideal time is to prevent them getting 
on public assistance if it is possible and legally possible. 

Senator Pastore. Along that line I think it will be necessary for 
you to give us an overall statistical graph of what has happened in 
the last 6 years in public assistance at this point in case the question 
should arise on the floor of the Senate. 

Mr. SHea. Yes, sir. 

Senator Ertenper. In number as well as dollars, money. 
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(The information referred to follows :) 


Public assistance grants 








Average Payments 
Fiscal year I 
per month 
Local Federal Total 
BR ine inser nsebesncdvrenabectunspesncege 7, 025 $2, 809, 144 $3, 035, 153 , 297 
¥ 2, 878, 929 3, 447, 387 . 316 


, 844. 
54 6, 326, 
, 302 3, 155, 357 3, 873, 840 7, 029, 197 
, 230 3, 176, 411 3, 787, 699 6, 964, 110 
3, 238, 325 4, 224, 417 7, 462, 742 
, 193, 4, 955, 682 9, 148, 720 
10, 459 3, 459, 083 4, 099, 622 7, 558, 705 








1 July-February. 
STUDY ON MIGRATIONS 


Senator Autxorr. I wonder if I could ask a question at that point. 
With respect to this problem you talked about, people coming in, 
have you or do you know of any study which has been made gener- 
ally—not only in this thing—but perhaps in the field of pensions—has 
a study ever been made by any people that you know of indicating 
the influence of the amount of assistance upon immigration to that 

articular area, whether it is the District of Columbia or whether 
it is the State of Alabama, the State of Colorado, or no matter where 
it may be? 

Mr. Suea. I do not know offhand, Senator, but I can check with 
HEW and see if there has been any study and make it available to 
the committee. 

Senator Attorr. You do not know of any study ? 

Mr. Suea. I do not know of any offhand. 


PER CAPITA EXPENDITURES FOR WELFARE 


Mr. Chairman, just a month ago the Bureau of the Budget issued 
a report which ranks the District of Columbia in comparison with the 
States on per capita expenditure for various items, one of which is 
public welfare. And we stand 41 in the 49 or 50 involved. The State 
of Louisiana stands 2, the State of Colorado stands 3. 

Senator ELLENpER. Second in what? 

Mr. Suea. There is only one State or Territory which puts out more 
per capita for public welfare than the State of Louisiana ? 

Senator ELtenver. That is what I said awhile ago—— 

Mr. Suea. And the District of Columbia ranks 41st. 

Senator E.tenper. I said because of that fact we have an influx 
of people coming in. 

Mr. Sura. Yes, sir. 
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Senator Eiuenver. In fact, I learned that in the last 3 or 4 months, 

Senator Pastore. That is not too surprising, though, is it Mr, 
McLaughlin, because you do have here a situation where most of the 
people who live in this District are workers in the Federal establish- 
ment, and you do not have that mixture of people—economically, T am 
speaking now—that would account for a large public assistance load? 

Mr. McLaventin. We have at the the present time particularly, as 
you, our taxpayers, able taxpayers, moving out to the per iphery of 
the metropolitan area, and coming into the District, the less affluent 
people, who are potential welfare cases. 

Senator Pastore. It seems to be getting worse. 

Mr. McLaveuttn. I mean they are coming in from the suburbs. 

Senator Pastore. You mean the Federal employees who used to 
live in the District are now moving outside of the District. 

Mr. McLaventin. Yes, sir; and the well-to-do. 

Senator Pastore. The higher income taxpayers are moving out. 

Mr. Laven. And their places are being taken down in the hard 
core of the city by the people of lower income who potentially would 
go to public welfare. 


BURIAL OF INDIGENTS 


Senator Pastore. Now, Mr. Shea, the item of $23,000. 

Mr. Sra. $23,000 is burials, basically related to indigent people 
in the District of Columbia who have been on public assistance. It 
is the result of average monthly increase from the fiscal year 1958. 
The average monthly number of burials last year was 25, and for the 
first 9 months of this year, the average monthly burials have been 32, 
This is an attempt to take care of the increased burials. 

Senator Pastore. This surprises me. What if that item is not 
allowed? What happens? What do you do? 

Mr. Sura. Of course, I think we try to find the money as best we 
possibly can within the total public assistance and public welfare 
budget. There is a contract established with recognized undertakers 
in the District of Columbia, and I feel the District has an obligation 
to pay that contract. 

Senator Pasrore. I am not debating with you. Iam just curious. 

Mr. Suea. We take it out of public assistance total operations, sir; 
that is all we could do. 

Senator Ettenver. The thing is, you would bury them ? 

Mr. Snea. Yes,sir. We would bury them. 

Senator Eiienper. You say that you have contracts with 

Mr. Suea. Undertakers. 

Senator Ei.enpver. For burials? 

Mr. Snea. Yes, sir. 

Senator Eitenper. Do you give that by bidding? 

Mr. Suma. Yes,sir. That is done by bidding on an annual basis. 

Senator Eiienper. Isee. It ison an annual basis? 

Mr. Sura. Yes, sir. 

Senator E.tenper. Is it not relegated to each funeral ? 

Mr. Sura. No, sir. There is one contract with the white undertaker 
and one with the Negro undertaker. 

Senator ELuenper. Is your contract every funeral or 

Mr. Suwa. It isa unit price. 
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Senator Exrenpver. That is what I mean, a unit price, irrespective 
of the number of burials. 

Mr. Suea. It is the same price for each funeral. 

Senator Pastore. What is the price? How much does it average? 

Mr. Suea. It is about—I do not know exactly, sir. I could get that 
for the record. It is roughly $175 per case, per funeral. I would 
have to submit that fact for the record. I do not know. 

Senator Pastore. Any further questions on that item ? 

(The information referred to follows:) 

The District discharges its obligation for burial of indigents by entering into 
contracts with private undertakers based on written specifications and after open 
competitive bidding. The contracts are such that all or part of a funeral may be 


‘paid for by public funds. For instance, the family might have clothing in which 


they want the body buried, therefore, there may be no cost for a shroud; a burial 
plot may be available at no cost and so on. Not only do the contract prices vary 
but the cost per funeral varies within a contract. Experience for the past 3 
years and through January for this fiscal year has been as follows: 








Fiscal year Number of Total cost Cost per 

burials funeral 
ib ginck dan dnaddvasad auctincbabudedduenddstcdsubbsesseeud 218 $27, 626. 20 $126. 72 
things hincdethen inna meicclinit pibwitinnd dataeueebaneaous 278 32, 743. 20 117.78 
ssw a Pants deh cndotnecdnwns nianaiieaisighaln adjunct med 323 45, 609. 21 141. 20 
I A on as rdinnaniinbn sc nuhipaabiibnieias we 238 34, 359. 75 144. 37 





The current contract prices for each funeral where all services are provided 
at cost to the District are: 


Neen ee oh enirmnmmitoerenel $246. 50 
CE a i a i ceases 144. 06 


The specifications and requirements are the same, the difference is accounted 
for in competition for the business. The expected volume of business for non- 
white funerals apparently make the business more desirable to private under- 
takers. 


JUDGMENT AND SETTLEMENT OF CLAIMS 
STATEMENT OF WALTER L. FOWLER, BUDGET OFFICER 


AMENDMENTS AND JUSTIFICATION 


Senator Pastore. The next two amendments represent the usual 
items for settlement of claims and suits and judgments, all pursuant 
to existing authority of law. 

For settlement of claims and suits the sum of $3,934 is requested to 
be added to the House figure of $20,197, and for judgments the sum of 
$88,066 is requested in addition to the House figure of $30,219. 

Without objection, the amendments and justifications submitted in 
support of these two so-called uncontrollable items will be placed in 
the record. 

(The information referred to follows :) 


MISCELLANEOUS 
SETTLEMENT OF CLAIMS AND SUITS 


(House hearings, p. 890) 


Supplemental estimate, 1959 (includes $3,934 contained in 8. Doc. 20)___ $24, 181 
House allowance, supplemental 1959_..--__---.--_---_-_--_--_--_-.. 20, 197 
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AMENDMENT REQUESTED 


Page 12, line 12, strike out “$20,197” and insert in lieu thereof “$24, 131”, 
an increase of $3,934 in the appropriation. 


JUSTIFICATION 


For the payment of claims in excess of $250, approved by the Commissioners in 
accordance with the provisions of the act of February 11, 1929, as amended (45 
Stat. 1160; 46 Stat. 500; 65 Stat. 131), $3,934. 

The District of Columbia Appropriation Act, 1959, under the head of “Office 
of Corporation Counsel,” included the amount of $10,000 for the settlement of 
claims not in excess of $250 each, when approved by the Commissioners in ac- 
cordance with the act of February 11, 1929, as amended. 

The accompanying estimate of appropriation of $3,934 is submitted in order 


to pay claims under the same act of Congress which are in excess of $250 each, as 
follows: 





LS 




















Claimant Nature of claim Amount of Amount of 
claim or suit | settlement 
Maurice A. Richards and | Property damage to parked car when struck 
Bankers Mutual Insurance by Fire Department pumper at Warder 
Co.: St. and Park Rd NW., on June 21, 1958__- $342. 34 $342. 34 
Government Employees In- | Property damaze to automobile when struck er -_ 
Insurance Co. and Virgil J. by Sewer Operation Division truck at 
Hinchliffe. 15th St. and Constitution Ave. NW. on 
Nov. 14, 1956: 
Insurance ic ee 726. 65 726. 65 
RI isa a ccc eectoaeenenns 100. 00 100. 00 
PN eisai canara peal mareainaniheiscaereetantatines 826. 65 826. 65 
Mrs. Mary Adams Ward___-- Personal injuries (contusions to scalp and | 


left lateral lez and sprain of neck muscles) 
sustained while a passenger in an auto- 
mobile which was in collision with Dis- 
trict of Columbia Government vehicle at 
Renning Rd. and 21st St. NE., on Dec. 20, 


1956. 2, 500. 00 350. 00 


nthe enadoleiel Property damage to car resulting from the 
above-stated accident involving Mrs. 
Ward and personal injuries (traumatic 
tendonitis, left shoulder) while driving 
the vehicle in which Mary Adams Ward 
was passenger: 


Vivian R. Humbert 





I ik Unstated 500. 00 
PET PEON. 5. dan nn hater dene een 509. 06 509. 06 
les a 509. 06 1, 009. 06 
Congressional Insurance Co..| Property damage to automobile owned by 400. 48 400. 48 
James P. Johnson when struck by aerial 
ladder truck of District of Columbia Fire 
Department at the south curb of Warren 
St. NW., on July 22, 1958. 
Rose Diamond.___..-........- Personal injuries (mild cerebral concussion 2, 000. 00 1, 000. 00 
and bruises) sustained in a fall on a defec- 
tive sidewalk in the 400 block of 7th St. 
NW., on July 18, 1958. 
eiedtiat ae ee ee | 3, 928. 53 





JUDGMENTS 


(House hearings, p. 890) 


AMENDMENT REQUESTED 


Page 12, line 16, strike out “$30,219” and insert in lieu thereof “$118,285”, or 
an increase of $88,066 in the appropriation. 
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JUSTIFICATION 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in Document No. 20 (86th Cong.), $88,066, together with such 
further sums as may be necessary to pay the interest at not exceeding 4 per- 
cent per annum on such judgments, as provided by law, from the date the same 
became due until the date of payment. 

















Amount of Costs Total 
judgment 
District of Columbia v. Ben Lar Associates_............--...---|...----------- $67 $87 
Scull, et al. v. District of Columbia, et al___....------.--------- $60, 000 192 60, 192 
Albert M. White & Imperial Ins. Co. v. District of Columbia, 
ee a So a es oa ea'n 173 6 179 
Eastern Dispensary & Casualty Hospital to its own use and to the 
use of Boston Ins, Co. v. District of Columbia, et al__....----- 2, 128 4 2, 132 
Progressive Builders, Inc. v. District of Columbia__....--.---.-- 6, 620 131 6, 751 
Jessye M. Rarnard v. District of Columbia, et al_...-------.---- OO ae 10, 000 
Mabel Elliott v. District of Columbia..-................-----.-- 8, 500 245 | 8, 745 
SIN i-o5trie sie abil os eaciainetee din Gann ee ae aie amipamtanios! 87, 421 645 | 88, 066 





BASIS OF REQUEST 


Senator Pastore. I think you can give us a quick explanation of 
why that is necessary. 

Mr. Fowxer. Mr. Chairman, as you said, these are miscellaneous 
claims of settlements of suits and judgments that are mandatory and 
I think the justifications written will amply explain it. 

Senator Pastore. These have not been before the House? 

Mr. Fowrrr. Have not been before the House. 

Senator Pasrore. A Senate document. 

Senator ELLenper. Are those judgments rendered by courts? 

Mr. Fowter. Entered by courts. 

Senator ELtenper. Court of Claims? 

Mr. Fowter. The district court here in the city and other courts. 

Senator Pastorr. You mean if someone is injured for some reason 
or other ? 

Mr. Fowter. That is correct, Senator. 

Senator Pastore. And recovers against the District. What do you 
have to pay ? 

RecrEATION DEPARTMENT 


STATEMENTS OF MILO F. CHRISTIANSEN, SUPERINTENDENT; 
JOSEPH H. COLE, ASSISTANT SUPERINTENDENT; AND HORACE 
THIELE, BUSINESS MANAGER 


SUPPLEMENTAL ESTIMATE 


Senator Pastore. The next item involves the Recreation Depart- 
ment. 

The supplemental estimate for pay cost increases was $173,200 and 
the House allowed $129,900 a reduction of $43,300 which is requested 
restored. The amendment and justification will be placed in the 
record. 
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(The information referred to follows :) 
RECREATION DEPARTMENT 


OPERATING EXPENSES 


Neen nn ene ne enone ieee te ale barge ei $2, 191, 000 
Neen enn aerate eee esticeees arma ee eee enone 2, 225, 745 
ie | a a 173, 200 
House allowance, supplemental 1959 (reduction of $43,300) ---.---- 129, 900 


AMENDMENT REQUESTED 


Page 35, line 4, strike out “$129,900” and insert in lieu thereof “$173,200”, or 
an increase of $43,300 in the appropriation. 


JUSTIFICATION 


The increase requested is as follows: 


Neen acces pieseisinins ea seeigas aica ss eemed tb Sreenivasan $35, 67: 
a oO SemesOms Commun ferent eee 7, 625 
Coenen ee i caienirsaiumnuinenane 43, 300 


The Recreation Department is responsible for providing constructive recrea- 
tion activities and facilities for children and youth of the city. Each year im- 
mediately following the close of school, the Department extends its program to 
provide supervision and activities for the 149,000 school-age children and youth 
during the summer months. For over 35 years the Department’s responsibility 
for this program has been recognized by the Congress, the District Commission- 
ers and the citizens of Washington. 

Of the $438,300 cut, $7,625 is for transfer to National Capital Parks for main- 
tenance and conditioning of the playgrounds, swimming pools, day camps and 
recreation centers, which also must be restored. 

To absorb the House cut, the Department has two alternatives. 

Plan A would be to furlough all present employees (548, comprising classified, 
part-time and custodial) without pay for 8.4 days. 

Plan B would be to delay for 9 days the employment of some 300 employees for 
the expanded summer program, immediately following the closing of schools. 

Plan A would result in all playgrounds and recreation centers being closed 
during those 8.4 days, resulting in loss in attendance and hours as indicated 
below : 





Estimated 
Attendance | loss in hours 
of recreation 





Closing all playgrounds and recreation centers for 8.4 days_......-.....------ 493, 000 1, 479, 000 








Plan B, delaying of the extended summer program, would result in loss of at- 
tendance and recreation as follows: 


Estimated 
Attendance | loss in hours 
of recreation 


1. Playgrounds—reduced hours of operation _-_-.-----.----- i aniasoaneeeretebioleee 90, 000 270, 000 
a ek ecaaedhndsin ccbwsinemuns = 31, 500 63, 000 
er DS 5 ee EE Be diddndhwbivwckcdbgechwubscbidstbiudwocend 9, 750 58, 500 
4. Playgrounds—delayed opening of 15..............--- fc mip weenied abbadl date. 66, 000 198, 000 

etter sahen cel L Lita n-dtiniienntdedessi~~issdsr~chbewsdiorsite 197, 250 | 589, 500 





It may be seen that plan B has less impact on public service, employees’ 
morale, and citizen reaction, and therefore the Department plans to apply plan B. 

Either plan could result in the loss of some employees and other serious factors 
could be affected relating to vandalism, accidents, fatalities and delinquency. 
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Application of funds.—The restoration requested would permit operation as 
normally scheduled at the following, in the activities indicated, including per- 
sonal services, related other costs and maintenance and conditioning: 





a — 














| Program | _ National Total 
| | Capital Park 
1. Hours of operation at 91 regular playgrounds siete $17, 212 | $5, 719 $22, 931 
2. Operation of aquatic program at 8 swimming pools_- 4, 157 | 763 | 4,920 
3. Operation of 10 day camps ; 11, 085 762 | 11, 847 
4. Opening of 1 5 additional playgrounds. - aaa ies 3, 221 381 3, 602 
Total i siielde ALD ines eh aaigéek eae iii 35, 675 7, 625 | 43, 300 
——————_—_ ——_— —~————— | ES = 
Financial analy sis—Obje ct: 
lic weey bacpas as 33, 497 33, 497 
11 Grants, subsidies and ‘contributions... ‘ ve 2, 178 2, 178 
Transfer to National Capital Park.............-...- se 7, 625 7, 625 
Ne Sal tol ape 35, 675 | 7, 625 43, 300 











RESTORATION REQUESTED 


Mr. Fowter. Mr. Christiansen is here. 

Senator Pasrore. Will you explain it, please ¢ 

Mr. CurisTIANsEN. In respect to the time of the afternoon and the 
importance of the hearing, I would like to call attention to the fact 
that we have five of the seven members of the Recreation Board 
—. Representatives of the School Board, National Capital 

arks Superintendent and the District eseeaebennm are on the 

Board. 

We are requesting restoration of $43,300 in order to proceed with 
the program we have done every year for the last 35 years in terms 
of going into full operation upon the close of schools on June 19. 
We want to expand the full time operation of 91 playgrounds from 
9 o'clock in the morning until dusk. We want to go into full oper- 
ation of the swimming pool program at 8 of the city pools. We want 
to open up 10 day camps as we have done in past years, one of 
which is the crippled children’s camp. We would also open up 15 
additional playgrounds as in past years. 


EFFECTS OF CUTS 


May I point up the fact that if these funds are not made available 
some serious effects may result in employee morale of the department. 

Other serious factors could result of a more serious nature such 
as vandalism, accident and fatalities resulting from drownings and 

neral disorder. Job opportunities for youth in the District would 

affected. At 25 centers where we operate, odd job programs for 
young boys and girls in cooperation with the U.S. Employment Serv- 
ica and the Commissioners’ Youth Council would be hampered. 


FUNDS FOR MAINTENANCE OF PROGRAMS 


Senator Pasrorr. May I ask you a question at this point? Let me 
put it this way. Does this $43,300 that you are asking to be restored, 
is that for an expanded program over the usual programs of the past 
or is that merely the maintenance of the same program ? 

Mr. Curist1Ansen. Maintenance of the same program. 

Senator Pastore, And this would mean curtailing those programs? 

Mr. CuristIANsEN. Yes, sir. 
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Senator Pastore. The House? 

Mr. CuristTIAnsEN. The $43,300 has not been before the House as 
such, but was a part of the requested total of $175,200. 

Senator Pastore. That has not been before the House ? 

Mr. CurisTIANSEN. Yes, sir, the $173,200. 

Senator Pastore. Now the serious question is why not. 

Mr. CuristTIANsEN. I am saying this cut of $43,300 has not been 
before the House. 

Senator Ettenper. Did you ask for any specific amount ? 

Mr. CurisTIANSEN. $173,200 was requested before the House. 

Senator ELLenper. When? 

Mr. CurisTIANsEN. In our request for the amount needed to meet 
the cost of the pay act we were cut 25 percent by the House. 

Senator ELtenper. You just ask for the total ? 

Mr. CuristiAnsEn. That is right. Of this $43,300, of which $7,625 
is for maintenance and for transfer to the National Capital Parks, 
They maintain and condition our playgrounds, swimming pools, and 
day camps. 

enator Pastore. Any further questions? 


INCREASE IN USE OF FACILITIES 


Senator EL.tenver. To what extent has the use of these facilities 
increased ? 

Mr. CurisTIANSEN. Yes, it has been increasing each year, in fact 
the material I have here shows that if we do not get this restoration 
there will be a loss in attendance of 197,250 which was last year’s 
attendance and 589,500 hours loss of recreation participation based on 
last year’s figures. 


Senator Pastore. Would you have to postpone the opening of any 
of these facilities ? 

Mr. CuristrAnsen. Yes, for 9 days, from June 19 to the first of 
July, all facilities. 

Senator Pastore. If this money is not put in there ? 

Mr. CurisTIANSEN. Yes, sir. 

Senator Pasrorr. Any further questions? I will insert in the 
record at this point a letter from Mr. Louis E. Nyberg. 

(The letter referred to follows:) 

AprRIt 11, 1959. 
Senator CARL HAYDEN, 
Chairman of Senate Appropriations Committee, Washington, D.C. 

Dear SENATOR HAYDEN: I write you as an individual but I speak for several 
hundred mute parents of the children of Ben Murch School. It has come to our 
attention that the District of Columbia Recreation Department has discontinued 
the playground facilities this summer at the Ben Murch School. 

You may feel that because the Murch School is in an upper bracket neighbor- 
hood that the parents have ample funds to send their children away for the 
summer to camp; perhaps there are many parents fortunate enough to be in this 
privileged class, I am not however concerned with this group of children, I do 
not want the majority of the student body to be penalized because of so few 
wealthy families. 

The Ben Murch summer playground last year was very well attended and 
the few meager facilities that were provided were utilized to the utmost for the 
greater number of Murch students. If funds are not allocated this vear to this 
project it will be sorely missed by many children that need the guidance, teach- 
ing, and recreational facilities so capably presented in the past years. 

Very truly yours, 


Louis E. NYBERG. 
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DEPARTMENT OF Pusiic HEALTH 


STATEMENTS OF DR. DANIEL LEO FINUCANE, DIRECTOR, AND 
WILLIAM BOWMAN, EXECUTIVE OFFICER 


AMENDMENT REQUESTED 


ee Senator Pastore. The next item involves the Public Health Depart- 
ment. The amendment is for $527,225, and covers two items, namely, 
| the restoration of $469,925 which the House cut from the pay cost esti- 
mate of $1,879,700 and $57,300, a new estimate submitted to the Senate 
because of increased costs for care of patients at St. Elizabeths and 


t | attributed to wage board increases of its personnel. 
The amendment and justification submitted will be placed in the 
| record. — : 
) (The information referred to follows :) 
‘ 
] OPERATING EXPENSES 
REI. Ae ten piciennstdsieiniebincimnintnmensninhetinnittincmeasnnisteoeeetlnineweichin $28, 947, 000 
NII “SION atic tines sit tsnrennataninienrniit nt erastacnibien ce itonchctiede Riana 30, 730, 000 
Supplemental estimate, 1959 (includes $57,300 contained in 8. Doc. 
lich isin caceacirnionsciatinet denipiisincininrviniaenssttMNie diad SNe 1, 937, 000 
House allowance, supplemental 1959 (reduction of $469,925) ______ 1, 409, 775 


AMENDMENT REQUESTED 


: Page 35, line 1u, strike out “$1,409,775” and insert in lieu thereof “$1,937,000”, 
or an increase of $527,225 in the appropriation. 


n 

'g JUSTIFICATIONS 

n District of Columbia Department of Public Health, $527,225.—This request is 
for the restoration of the full amount of $469,925 cut from the second supple- 

y mental appropriation bill, 1959, and a budget amendment contained in Senate 
Document 20, in the amount of $57,300 for the wage board increase at St. Eliza- 

if t beths Hospital, retroactive to January 1, 1959, a total of $527,225. Unless restora- 


tion of funds is made, it will be necessary to curtail urgent needed services in all 
areas of the Department of Public Health. Preventive health measures, services 
to patients, and long-range programs will all be affected adversely with the result 
that the present status of community health would be decreased. Of the total 
amount requested restored, $293,985 is for public health services and operation of 

ne District of Columbia General Hospital and Glenn Dale Hospital; and $233,240 is 
for the care of patients in St. Elizabeths Hospital. 

We have explored the feasibility of reducing expenditures in areas other than 
personal services. The steps that have already been taken to reduce expendi- 
tures include the freezing of all vacant positions; the cancellation of mainte- 
nance projects and equipment purchases; the curtailing of purchases of supplies 


ral to the barest minimum; and the cutting back of all inventories. This complete 
curtailment was studied as a means of offsetting the amount of the reduction 
od affecting the Health Department and its hospitals. However, we have found 


that it would be extremely impractical to continue these procedures for any 
period of time since it would endanger the operation of the whole Department. 


fee Therefore, it has been determined that a cutback in our existing staff will be 
his required. Unless funds are restored, it will be necessary to furlough 3,000 em- 
ployees between the period May 17 and June 30, 1959 for a period of at least 

do 3 days to cover the deficit of $294,000 for public health activities, District of 
ew Columbia General Hospital and Glenn Dale Hospital. 

a Some of the major effects of furloughing employees and reduction of other 
om needed obligations in public health and medical services are as follows: 
oe Maternal and child health—The major effect of the furloughing of employees 
a in the Bureau will be: 


(1) Cancellation of appointments for approximately 1,500 visits of infants and 
preschool children to the 11 neighborhood child health clinics for preventive 
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health services. This will result in delays of as much as several months beyond 
the present 4 to 8 weeks appointments time backlog, in getting approximately 
135 newborn babies under health supervision, most of whom leave the hospital at 
3 to 4 days of age; delays in over 1,300 immunizations and tests, including im- 
munizations against polio at a time when these are critically needed prior to the 
polio season for this most susceptible age group and against diphtheria, Whoop- 
ing cough, tetanus, and smallpox. 

(2) Curtailment of health services for children in the public and parochia] 
schools by approximately 138 medical visits to the schools for health super- 
vision, and the curtailment, possibly the elimination of preschool examinations 
and the institution of corrective procedures for children registering for school 
attendance this spring. 

(3) For handicapped and crippled children the cancellation of approxi- 
mately 700 visits of those children to the crippled children clinics and in the 
health school for special medical and rehabilitation services, the latter including 
physical and occupational therapy, hearing and speech, psychological and social] 
services. This will result in the curtailment of physical therapy treatments 
of crippled children in the health school program beyond what is even now 
seriously inadequate because of a 50 percent increase this year in the number of 
children needing these treatments, with no increase in staff. It will also delay 
and curtail clinical followup and treatment of the children found in the child 
health clinics and schools with vision and hearing and other physical handicaps. 

Public health nursing—tThe effect of furloughing of employees in public 
health nursing will result in— 

(1) Curtailment of approximately 1,600 nursing visits in the field, clinics, 
hospital, and health room. 

(2) Curtailment of nursing services in the School Health Nursing Division 
so that approximately 50 school sessions will not be covered and approximately 
350 patients will not be seen. The furloughing of the staff nurses would increase 
the unmet needs of the school, the children, and their families, since the number 
of public health nurses presently assigned is inadequate. 

Public health engineering.—The effect of a furloughing of employees in food 
and public health engineering would result in the following— 

(1) Field inspections would be reduced to dealing with emergencies, com- 
plaints followup on the abatement of nuisances, and court action. 

(2) Personnel of the Food and Public Inspection Division would be drained 
off to staff essential activities in the Milk and Veterinary Division and the 
Public Health Engineering Division could be maintained. 

(3) Partial discontinuance of routine work in the dairy farm inspection 
section would be necessary. 

(4) All Bureau planning activities and participation and studies relating to 
proposed changes in regulations would be greatly reduced. 

(5) All inservice training would be discontinued for the period during which 
compulsory furloughs are being taken. 

(6) All routine catching of dogs in the District would be discontinued and 
only emergencies handled. ‘ 

Disease control.—The effect of a furloughing of employes in this activity would 
result in the reduction of clinic services to patients in all areas of disease con- 
trol. Fewer tubercular patients would be discovered and more persons infected. 
Services to patients would be reduced in the same manner in the venereal disease 
division and all the other communicable diseases. Protective services should be 
increased rather than decreased to at least maintain our present status of 
community health. 

Dental health.—The effect of a furloughing of employees in dental services 
would result in the following: 

(1) Blimination of approximately 1,500 dental services or 248 patient visits 
for underprivileged children and indigent adults. 

(2) Cancellation of 26 school visits by dental hygiene counselors, cancellation 
of 180 classroom lectures in preventive dental health measures, and 975 followup 
conferences in the school program. 

Mental health.—The effect of a furloughing of employees in mental health 
will result in the following: 

(1) Reduce psychiatric and psychological treatments to children by approxi- 
mately 150. These children might be deprived of a treatment at the very time 
of greatest need in the interest of recovering. 

(2) Reduce psychiatric and psychological treatments to adults by approxi- 
mately 336. In the case of adults deprived of treatment a depressed, agitated 
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or suicidal patient might lose the opportunity for a lifesaving treatment inter- 
view. in less severe situations a number would find gains reversed by the delay 
in treatment time. This would be the case in the alcoholic patient whose 
recovery is often dependent upon regularly available treatments. 

(3) Reductions in group therapy to approximately 340 patients. Group 
therapy is an important service bringing treatment to a larger number of 
patients than possible in individual therapy. 

(4) Delay in written reports to the public school system. This creates a 
problem for the public school system which has a 30-day limit on suspension. 

(5) Delay in psychiatric reports to the courts and law enforcement agencies. 
This increases the already well-known court calendar backlog. 

Laboratories and pharmacies.—The effect of a furloughing of employees in the 
laboratories and pharmacies would result in: 

(1) Curtailment of laboratory services to other activities of the Department, 
the Police Department, the coroner, and others. Such a reduction in laboratory 
services to other activities would further limit the operations of those activities. 
The laboratory plays a vital part in the prevention of contagious disease and 
any curtailment may result in suffering to the public. 

(2) Reduction in the number of prescriptions filled and issued to patients. 

Medical assistance.—The effect of a furloughing of employees in medical as- 
sistance would result in: 

(1) Curtailment of approximately 165 ambulance runs to transport sick 
patients. 

(2) Delays in processing vouchers for payment to St. Elizabeths Hospital, 
Freedmen’s Hospital, and Medical Charities. A backlog has already accumulated 
in this area. 

Biostatistics and health education division.—The effect of a furloughing of 
employees in the biostatistics division would resuit in: 

(1) Delaying the work of the biostatistics division already a month behind 
in their operation. The needs of the vital statistics under this division during 
the latter part of the fiscal year are such that under normal circumstances it 
has been necessary to utilize 100 to 125 hours of overtime to maintain reason- 
able service to the public. The abnormal volume of work during this period 
is due to the deadline of preschool registration. The effect of this need of the 
vital statistics section to meet its responsibilities to the public, and which it 
would appear impossible to avoid, means that personnel from the biostatistics 
section of the division would need to be assigned to the vital statistics section 
in order to provide essential services. 

(2) Reduction of health education activities to the community. 

Clinic maintenance and operations section.—The effect of a furloughing of 
employees in this section will result in: 

(1) Reduction of cleaning services to the medical activities. 

(2) Reduction in the security assignments to the clinics. 

District of Columbia General Hospital.—The effect of a furloughing of em- 
ployees at District of Columbia General Hospital will result in: 

(1) Seriously jeopardizing patient care. Diagnosis would be postponed be- 
eause the laboratory tests would be delayed because of lack of staff, X-rays would 
not be taken as rapidly as necessary so that the reports would not be read and 
typed as fast as they should be. The death of patients could conceivably re- 
sult because of slow or incorrect diagnosis. It would also mean that patients 
once they were on the wards would not receive the nursing care which they 
now receive, which is inadequate. Fewer nursing personnel would intensify 
this situation. 

(2) Prolonged hospital stay, thereby resulting in increased costs. Lack of 
facilities—for example diagnostic and X-ray services—would mean that patients 
would remain in the hospital longer than they should. In addition, the staff 
necessary to process papers for discharge would be diminished and, therefore, 
patients would not be discharged as soon as they should. This obviously would 
result in an increased census assuming the admissions would remain the same. 

(3) Developing of unhealthy crowding. With a prolonged hospital care it 
would he necessary to place more patients in the same room, thereby creating 
an unhealthy situation. 

(4) Slow delivery of supplies to the wards. Because of a lack of personnel, 
drugs and other medical supplies would not be on hand in the wards, thereby 
increasing the difficulties of the personnel taking care of the patients. 


88932—59——_38 
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The Congress has recognized serious shortages of personnel and other funds in 
the operation of District of Columbia General Hospital by appropriating addi- 
tional large sums of money in the most recent fiscal years. For 1960, the House 
Appropriations Committee has approved 135 additional positions and other funds 
to improve medical care at the hospital. Unless the funds requested are restored, 
much of the progress that has already been accomplished at District of Columbia 
General Hospital will be lost and the deficiencies and problems which the Depart- 
ment has labored to eliminate will reoccur. 

Glenn Dale Hospital.—The general and immediate overall effects of the fur- 
loughing of employees at Glenn Dale Hospital are twofold: 

(1) Reduction of services to patients during this period by— 

(a) Reducing patient admissions and clinic visits to a priority basis, 
giving precedence to emergency cases and thus denying care and treatment 
to people who require and deserve medical attention, but who are judged not 
to be in danger of immediate and irreparable damage if deferred. 

(b) Reducing care and treatment of patients already in the hospital 
through the elimination of definitive therapy wherever practicable and pro- 
viding treatment on an emergency-priority basis. 

(c) Prematurely discharging patients whose recovery is not entirely com- 
plete but whose condition medically warrants such discharge under the 
prevailing conditions. 

(2) Retrogression of hospital operations and plant upkeep through the neces- 
sity for reducing plant operations, maintenance, repair, housekeeping and related 
activities to an emergency-priority basis, providing the minimum and absolutely 
essential services required for the continued operation and minimal protection 
of the physical plant. 

The long range after effects of these reductions are, in general, to create a 
disservice to the public and detrimental effects upon the public welfare through 
prolonging illness and suffering with the obvious economical impact, and to delay 
programs designed to contribute to improved patient care and better and more 
economical operations. These after effects are related to the above immediate 
effects as follows: 

(1) The reduction of patient admissions and clinic treatments will prolong 
the illness of those who cannot be given medical attention when they should 
receive it. This means not only a prolonged total illness but a prolonging of 
the period of hospitalization for some and for others, ultimate hospitalization 
which might have heen avoided by clinic care provided expeditiously. 

(2) The reduction of care and treatment of patients already in the hospital 
to an emergency or semiemergency basis obviously means a lengthening of the 
total illness and an end result of an increased cost for the period of hospitaliza- 
tion and a possible increased burden on the public purse in providing for the 
welfare of other members of the patient’s family. 

(3) The premature discharge of patients not only may possibly result in re- 
hospitalization at a future date but will undoubtedly create an additional bur- 
den on the public purse strings due to the fact that the patient is discharged 
either before his earning capacity is restored or while it is only partially so. 

(4) The reduction in plant operations, upkeep and the like not only by de- 
ferral of the accomplishment of required end results, but the accomplishment 
of these results will thus be necessarily met by increased future costs. 

St. Elizabeths Hospital—The effect of the decrease of funds available for 
p»yment to St. Elizabeths Hosnital will require drastic administrative measures. 
The Secretary of Health, Education. and Welfare has stated that it apnears 
likely that in addition to an immediate freeze in filling of vacant nositions at 
St. Elizaheths Hospital, about 115 to 195 employees will have to be placed on 
leave without pay for 2 months. Equipment and inventory replacements will 
have to be stopped except for emergency items, supply and drug issuance will 
be curtailed and dietary standards will be reduced. He feels that a furlough 
program will unquestionably jeonardize the lives of patients and has pointed 
ont that a group of eminently qualified experts have conducted a survey of the 
hospital and have concluded that growth staffing deficiencies already exist. 
Emergency measures that will be necessary if these funds sre not restored will 
constitute a major setback in the corrective program of the hospital. 
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Application of funds——The amount of $527,225 is distributed by major ac- 
tivity as follows: 


Restoration of funds and request for amendment 


neice inn scare iain peep an-vitabioniepnereatiosncepensne-ealetmibiincniiumeadaves $96, 053 
District of Columbia General Hospital_._....___..-._____.....________ 150, 188 
I i eee tino 47, 744 
cress ccireetlree wisen on gts means iid ede tscaibaincarnpnighition 233, 240 

i irsieciceticaneanpnatpenlapenddinied lyiiiciicdintecis drapamsiscicap antebodiedl iontinesBtiemianaleeeiatins 527, 225 


This amount is applied as follows: 


I crcl ilvaite sis nial ao oncniaagniaden 273, 966 
Contributions for civil service retirement and group life insurance__._._ 20,019 
I ORIN a a eae ranh Bel cece 233, 240 


a ase ee ali a a ie lg Spo ca ea ca pr 527, 225 


Financial analysis by object: 


NR ano Sn cand ick settings accep oni ees mee ahaa 273, 966 
TICE cn a. 235,402 
Ss COnLEIDEMOnS ANG SUDMGIOS. oo oe tk ck ecw 17, 857 

SN ao eae Re a a age cen a at 527, 225 


JUSTIFICATION OF REQUEST 


Senator Pasrorr. And now we will hear from Dr. Finucane. 

All right, Dr. Finucane, what is your justification for the request ? 

Dr. Frxucane. I would like to divide this into two parts, sir, in the 
discussion. Approximately $294,000 for the Department of Public 
Health per se, and $233,000 for St. Elizabeths Hospital. 

Of the amount of $294,000 for public health, I wish to say that when 
this cut became apparent we explored every possible means of saving 
moneys out of other objects other than personal services. 

At the present time we are saving everything that we possibly can, 
jobs have been frozen and to that point I would like to say at the 
present time we have 164 vacancies throughout the entire depart- 
ment, including the two hospitals. This is exclusive of student nurses. 


AVERAGE RATE OF JOB VACANCY 


I would also like to point out that we must keep an average of 147 
jobs vacant all the time to make up our lapses during the course of 
the year. So actually at the present time we have 17 jobs vacant, 
the savings from which would be applied against this deficit, only 17 
out of something over 3,000 jobs in the Department. Our funds 
other than personal services fall in various categories such as money 
for equipment, for supplies and materials, for the repairs to build- 
ings, and of these moneys, all is divided and apportioned according to 
the quarters. When this cut became imminent we had part of the 
money from the third quarter available that had not yet been ex- 
pended and all the money from the fourth quarter. 


CUTBACK IN REQUEST 


So in reviewing this available money we would have to cut back, 
and we have cut back to the limit of our ability to what we think is a 
safe minimum. We have eliminated all improvement programs for 











594 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


repairs. We have eliminated the purchase of all equipment except 
absolutely emergency purchases. 

Senator Pastore. Doctor, this is all done before the original figure 
in the supplement of $1,879,700, is that correct, this scrutiny that; you 
speak of now and this shaving’ down was all done before the action 
of the House ? 

Dr. Finucane. No, sir. 

Senator Pasrorr. You mean since then. 

Dr. Finucane. Since then because the money 

Senator Pastore. You are asking for full restoration, are you not? 

Dr. Finucane. Yes, sir. 

Senator Pastore. You are asking for full restoration ? 

Dr. Finucane. Yes, sir. Maybe I didn’t understand your ques- 
tion, sir. 

Senator Pastore. I mean this very tight scrutiny that you made of 
eliminating all the nonessentials or deferring those things that could 
be defer red, all that was done before you submitted your figure i in the 
original supplemental bill before the ‘House acted upon it? 

Dr. Frnucanr. Yes, sir, to a reasonable limit. 

Senator Pastore. That is right ? 

Dr. Finucane. Now we are cutting below that. 

Senator Pastore. Now the House cut you below that? 

Dr. Finucane. Yes, sir. 





FULL RESTORATION REQUESTED 


Senator Pastore. That is the point. You want that restored in its 
entirety ? 

Dr. Finucane. Yes, sir, we do. 

Senator Pastore. Now, the amount as I have it here is $469,925, 
is that correct ? 

Dr. Finucane. Yes, sir. 

Senator Pastore. What is that mainly for? Is that for pay raises? 

Dr. Finucane. That is for pay raises, all of it, sir. 

Senator Pastore. All of it? 

Dr. Finucane. Yes, sir. 

Senator Pastore. In other words, if you don’t get this what will 
happen you will have to furlough people or discharge people? 


FUNDS FOR 8ST. ELIZABETHS HOSPITAL 


Dr. Finucane. You are using the total amount which includes the 
St. Elizabeths funds, too ? 

Senator Pastore. No, I am not. I am going to get to that after- 
wards because that is submitted here as a new item. 

Dr. Frxvcane. Part of that $469,925 that you are mentioning is for 
St. Elizabeths also; $174,000 of that is St. Elizabeths money. 

Senator Pastore. In the original supplemental ? 

Dr. Finucane. That is right. 

Senator Pasrorr. That is all for pay raises? 

Dr. Finucane. Yes, sir. 

Senator Pasrore. All of it for pay raises? 

Dr. Finucane. All of it for pay raises. 

Senator Pastore. All of it ? 
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EFFECT OF HOUSE REDUCTION 


Dr. Frnucane. Yes, sir. I would like to point out that just losing 
the money that applies to the Department of Public Health, exclusive 
of St. Elizabeths Hospital, approximately $294,000 if we do not get 
this, it means that every employee of the Department, 3,000 of them, 
will have to take 3 days furlough. We have decided that it would be 
better to spread the furloughs out over the large group rather than 
to concentrate on a smaller number or discharge them. 

Senator Pasrorr. When would that program become effective if 
that was the case? 

Dr. Finucane. The last three pay periods of the current fiscal year, 
sir, starting May 17. That does not seem to be very many employees, 
but I would like to also point out that that means 300 people are off 
every day on furlough, during that entire period of the three pay 

riods, or 6 weeks. 

Senator Pastore. Essentially this is to pay the bill that was decreed 
by the Congress when they raised the pay last year ? 

Dr. Finucane. Yes, sir, that is correct. 

Senator Pastore. If you are not granted this money you will have 
to lay off people or furlough people in order to do the work that they 
were usually doing? 

Dr. Finucane. That is correct, sir. If the total amount, including 
that for St. Elizabeths, is not allowed we will then be faced with 
furloughing all of our people for 714 days rather than 3 days. 

Senator Pasrore. That is a new item, that is coming in. 

Dr. Finucane. $57,300 of it is new, sir. 

Senator Pastore. $57,300. 

Dr. Finucane. Yes, sir. 

Senator Pastore. Why wasn’t that submitted before ? 

Dr. Finucane. That is the second wage board increase. 

Senator EL,tenper. That is what I was going to ask. 

Dr. Finucane. I don’t know. 

Mr. Lowe. Mr. Chairman, that is wage board. 

Senator Pasrorr. We want an explanation of it. That is retro- 
active to January 11, 1959. 

Mr. Lowe. This item is put in our budget at the request of St. 
Elizabeths Hospital and we don’t know exactly why it came up this 
late. But apparently they had a little difficulty determining the 
total cost to be applied to the District. 

Senator Pastore. We have a letter from the Secretary of Health, 
Education, and Welfare; it is sent to the chairman and it is signed 
by Mr. Kieffer on behalf of Mr. Flemming, Secretary. I think it 
ought to be made part of the record at this point. 

(The information referred to follows :) 


THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE, 
Washington, D.C., April 1, 1959. 
JoHN O. PASTORE, 
Chairman, Subcommittee on the District of Columbia, Committee on Appropria- 
tions, U.S. Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: Due to your interest in the financial affairs of the 
District of Columbia as chairman of the Subcommittee on District of Columbia 
Appropriations, I would like to bring the following matter to your attention, 
regarding the second supplemental appropriation bill, 1959. 





596 | SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


The amount requested in the supplemental submission to the House for the 
Department of Public Health of the District of Columbia was $1,879,000. The 
action of the House reduced this estimate by $469,925 to $1,409,775. Includeq 
in this 25 percent reduction is a decrease of $175,000 in reimbursements to St, 
Elizabeths Hospital for care of District of Columbia patients. The effect of 
this decrease is that the District government will incur a deficit in this amount 
for payments due the hospital for the care of District of Columbia patients. 

This substantial reduction, coming as it does late in the fiscal year, will 
require drastic administrative measures on the part of the hospital. Emergency 
plans have not yet been completed. However, it appears likely that in addition 
to our immediate freeze in filling vacant positions, about 115 to 195 employees 
will have to be placed on leave without pay for 2 months, equipment and inven- 
tory replacements will have to be stopped, except for emergency items, supply 
and drug issuances will be curtailed, and dietary standards will be reduced. 

The effect of these drastic measures on patient and employee morale are of 
obvious seriousness. Of even greater concern is the deleterious effects which are 
bound to result in the care of the 7,000 mental patients in the hospital. Indeed, 
the furlough program will unquestionably jeopardize the lives of patients. A 
group of eminently qualified outside experts has conducted a survey of the hos- 
pital and has concluded that gross staffing deficiencies exist. We are attempting 
to correct this situation through normal budget processes. The emergency 
measures described above will constitute a major setback in this corrective pro- 
gram. 

I hope that you will bear in mind the seriousness of this situation when the 
supplemental bill is considered by the Senate Committee on Appropriations, 

Sincerely yours, 
ARTHUR S. FLEMMING, 
Secretary.. 
By J. KIfrrer, 
Assistant to the Secretary. 
Approved in draft by the Secretary. 


WAGE BOARD INCREASES 


Senator Exitenper. I wonder if you could tell us the amount that 
you are asking restoration, the full $400,000 for wage increases, how 
much of that was due to wage board action instead of congressional 
fiat ? 

Dr. Finucane. Yes, sir. I can tell you in just a moment. 

Senator ELtenver. If you do not have it 

Dr. Finucane. I have it here, sir: $79,000 is wage board increases 
for the District of Columbia government and $57,300 for wage board 
increases for St. Elizabeths Hospital. 

Senator Extenper. That was 

Dr. Frnvcane. That is the new item, the $57,300. 

Senator ELtenper. That was done within the last few months? 

Dr. Frnvcane. Yes, sir. 

Senator Etrenper. I mean the wage board increases. 

Dr. Frnucane. The wage board increases in January, I believe it 
was, sir, January 1959. 

Senator Ettenper. How often are you confronted with such wage 
board increases? Are you notified? Are you called in, too? 

Dr. Frnucane. No, sir. They come at irregular periods of time 
and do not affect all of the wage board emplovees at any one par- 
ticular time. Various categories of wage board employees are con- 
sidered as a group and the review of that is based on the information 
of what is happening in the city and in the surrounding communities. 
So they come at irregular periods. 

Senator Exienper. Is anybody agitating to get the wage board to 
act? 
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Dr. Frnucane. I am sure that requests are referred to the wage 
board from time to time but they review it very carefully and make 
a study of it. I think they use their very best judgment in determin- 
ing whether an increase should be approved or not. 

Senator Extenper. Much of the money requested in this supple- 
mental bill has been due to increases caused by wage board action. 

Dr. Finucane. Yes, sir. 

Senator ELtitenper. And it comes unannounced ? 

Dr. Finucane. Yes, sir. 

Senator ELLeNpDrER. So that you folks are not even told of what may 
happen ? 

Dr. Frnvcane. That is correct. 

Senator Ettenper. Until it actually happens? 

Dr. Finucane. That is correct. 

Mr. Lowe. Senator, my name is Lowe, with the District govern- 
ment. What happens on these wage boards is that when it is found 
that the prevailing rate of wages paid by private employers has gone 
up, then the wage board initiates a survey. Once they start a survey 
statute requires that any wage increase approved go into effect 45 
working days after the commencement of the survey. So it is largely 
uncontrollable and you never know precisely in advance what will 
come out of it. 

Senator Pastore. Just don’t do it. 

We have a rollceall that is on now and we are trying to determine if 
we should come back and finish this evening, if some of these interested 
witnesses are not going to take too, too long. How many citizen 
witnesses do we have in the room ¢ 

I will return immediately after this vote is cast, if you don’t mind. 
We would like to finish it tonight. I hope the witnesses will put their 
statements in the record and condense their statements. 

(Brief intermission. ) 

Senator Pastore. I think we are nearly through with the item now 
on public health. 

Isthere anything further you would like to add? 


CURTAILMENT OF SERVICES 


Dr. Finucane. Yes, sir. I won’t take the time, if you think best, 
but I thought I would explain some of the problems that would arise 
asa result of these furloughs. 

Senator Pastore. Yes, I would like to have that. 

Dr. Finucane. Because this is going to be spread throughout the 
entire Department within the public health unit per se, exclusive of 
the hospitals there will be delays in seeing patients in all the clinics. 
In our well baby clinic for example; we will have to delay the immuni- 
zations in those clinics for many of these children. It is estimated that 
about 1,500 of them will have to be postponed anywhere from 2 months 
to 6 months before they will be able to get their inoculations, and that 
includes polio vaccine as well as diphtheria and other inoculations. 
This will also be true in the other clinics of the department, as venereal 
disease, TB, and all of the other diagnostic services. Within the 
hospitals we will have a very bad situation. At Glenn Dale Hospital 
they were cut 3 years ago $100,000 because of the decreased patient 
census. Because of the increased emphasis on casefinding of tubercu- 
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losis their census has gone up to approximately what it was before the 
$100,000 cut. The House has recognized this in the 1960 budget and 
has recommended or approved the appropriation of the money. If we 
do not get this we are going to have to cut back because this is going 
to carry over not only this year but into next year and we are going to 
have to reduce that patient census by at least 50 patients and reduce 
personnel or fail to fill the available jobs. 


EFFECT ON DISTRICT OF COLUMBIA GENERAL HOSPITAL 


So far as District of Columbia General is concerned, we will have 
quite a problem throughout the hospital because of disruption of all 
services, laboratory, X-ray, surgical, and everything else. There will 
be delays in diagnosis of patients, it could even be that patients may 
suffer fatal consequences as a result of delays because many emer- 
gencies are admitted there. If we are unable to take X-rays or do 
laboratory procedures immediately and have to wait 24 or 48 hours 
to get the reports. dire consequences could result for the patients. How 
are we going to handle it? We can’t turn away emergencies. We 
won't be able to give as much attention to the patients on the ward 
and discharge them perhaps as early as they should be discharged 
because of the unavailability of personnel. We will have worse 
crowding than we have ever had because we will have to take in the 
new patients and we won’t be able to discharge the old ones. It is 
going to create a serious problem. 


STAFFING OF HOSPITALS 


Senator Pastorr. What is the normal situation in District of Co- 
lumbia hospitals, Doctor? Are they adequately staffed, overstaffed, 
or understaffed ? 

Dr. Frnucanre. In the current year Glenn Dale is not adequately 
staffed because of the fact that there has been a marked increase in the 
number of admissions. They have had the largest number of admis- 
sions during the past 12 months that they ever had in their history. 
I have Dr. Wise here if you would like to have him speak about Glenn 
Dale. 

Senator Pastore. I mean just as a general observation, that is all. 
There seems to be a school of thought that feels that if you cut these 
budgets by 10 percent that adjustment can be made whereby the ef- 
ficiency of a department, agency, or hospital, whatever it happens to 
be, can be maintained at a normal keel and that somehow the admin- 
istrators will have some way of absorbing the cut. 


ADEQUACY OF STAFF AND SALARIES 


Now I would like to get this in the record. As a rule what is the 
situation in these hospitals? Back home where I was Governor of my 
State I found that in most instances many times it was hard to get 
qualified personnel in many of them. 

Dr. Finucane. It is, sir. 

Senator Pastorr. Then, of course, the question arose as to the 
amount of pay. That was always a problem—then, even. 
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Dr. Finucane. Still is, sir, 

Senator Pasrore. And if you paid adequately the question was 
sometimes you couldn’t bring the personnel up to full contingent be- 
cause you could not get the people who were available for that 
type of work. What is the condition here, generally # 

Dr. Finucane. We have all the problems that you have men- 
tioned. I would say that Glenn Dale Hospital preceding this year, 
so far as allowed jobs in the budget are concerned, it has been ade- 
quately staffed. If this restoration goes through and the increase 
as recommended by the House is approved finally, so far as budget 
allowances are concerned Glenn Dale will have an adequate number 
of personnel to take care of the needs of the hospital, not anything 
in excess but an absolute minimum number, but eacaaeis They will 
still have their problems in recruitment, particularly so far as physi- 
cians and technical help are concerned. 


HOSPITAL LONG UNDERSTAFFED 


So far as District of Columbia General Hospital is concerned, I 
think we have an entirely different situation because for years District 
of Columbia General] has been understaffed in all areas of the hospital, 
and I think this has been recognized very clearly by the Congress. 
Both the House and Senate for the past 2 years have given us very 
liberal increases in the number of personnel and in other funds for 
other purposes such as drugs, equipment, repairs, and so forth. How- 
ever, we still have not gotten District of Columbia General up to an 
adequate number of employees. We still have problems of recruit- 
ment at the hospital. 


ATTITUDE ON WAGE BOARD INCREASES 


Senator Pastore. On this question of wage board increases, do 
you have an alternative to reject the recommendation or must you of 
necessity accept it once it is made ? 7 

Dr. Finucane. No, we have to accept it. Is that not correct, Mr. 
Lowe? 

Mr. Fowrirer. You have to accept it when the Commissioners ap- 
prove them, yes. 

Mr. Lowe. Are you addressing that just to the Health Department, 
sir? 

Senator Pastore. I am addressing this generally. I mean the ques- 
tion has been raised here time and time again this afternoon fk 
these wage board increases. 

Mr. Lowe. Mr. Chairman, the acts that govern this matter are two 
basic ones. First, the Federal Government and the District govern- 
ment are required to pay what is called the prevailing wage to this 
category of worker. So when a wage recommendation is made that 
is in conformance with the prevailing for private employment then 
there is a requirement that the Commissioners or the Federal depart- 
ments, as the case may be, adopt it. 

Secondly, and more recently was the act passed just last year that 
prevented indefinite deferral, Any wage increase that is agreed 
upon has to go into effect within 45 working days from the date the 
Wage survey began. 
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There is still a third provision that authorizes the incurring of 
deficiencies in connection with wage board salary increases just ag 
there is in connection with their classified increase. 

Senator Pastorr. When these recommendations were made you had 
very little choice ? 

Mr. Lowr. Practically speaking, there is no choice. 

Senator Pastore. I thought the record ought to indicate that be- 
cause it was almost implied here this afternoon that you could take 
it or leave it. 

Mr. Lowe. No, sir. 

Mr. Karrick. No, sir; not in the District of Columbia. 

Dr. Finucane. May I make one more comment, sir? 

Senator Pastore. It might be well to file in the record an abstract 
of the law, excerpt of the law. 

Mr. Lowe. We will. 

Senator Pastore. That pertains to the subject at hand. 

Mr. Lowe. We will do that. 

Senator Pastore. Yes. 

(The information requested follows :) 


LecaL AUTHORITY FOR WAGE Boarp Pay Settrine Concert 


INTRODUCTION 


The District of Columbia government employs approximately 6,000 wage board 
employees comprising approximately 25 percent of the total District government 
work force. 

In administering its wage board program, the District is primarily guided by 
three public laws—Public Law 429, 8ist Congress (Classification Act of 1949, 
as amended); Public Law 85-48, 85th Congress; and Public Law 85-872, 85th 
Congress. 

Public Law 429, 81st Congress.—Section 202(7) of the Classification Act of 
1949, as amended, provides the basic legal authority for the setting of rates of 
pay for wage board employees on a “prevailing” rate concept. This law author- 
izes “that compensation of such employees shall be fired and adjusted from time 
to time as nearly as is consistent with the public interest in accordance with 
prevailing rates” (italics added). 

Public Law 85-48, 85th Congress.—Section 210 of Public Law 85-48, 85th 
Congress, gives authority to the District and Federal Governments to reap- 
portion funds if necessary for the payment of wage board pay increases. Section 
210 states “hereafter any appropriation required to be apportioned pursuant to 
section 3679 of the Revised Statutes, as amended, may be apportioned on a basis 
indicating the need for a supplemental or deficiency estimate of appropriation 
to the extent necessary to permit payment of such pay increases as may be 
granted those employees (commonly known as wage board employees) whose 
compensation is fixed and adjusted from time to time in accordance with pre- 
vailing rates (5 U.S.C. 1082(7).” 

Public Law 85-872, 85th Congress.—Recent legislative action (September 
1958) requires that newly approved increases must be placed into effect by 
agencies which participate in wage surveys no later than the beginning of the 
first pay period after the 45th workday following the date on which such wage 
surveys were ordered. This, thereby, decreases any lag between the survey 
order date and the effective date for the new rates. A copy of this law is 
attached. 

CONCLUSION 


Although the District of Columbia Board of Commissioners has the authority 
to administer the District’s Wage Board program, the intent of the law is vir- 
tually a legal mandate to conduct wage surveys and place any wage changes into 
effect within a prescribed period of time. 

Every effort has been made by the District of Columbia government to develop 
its wage board pay system within the spirit and intent of law. 
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PusBLic Law 85-872 
85TH ConerEss, S. 25 


September 2, 1958 


AN ACT Relating to effective dates of increases in compensation granted to wage board 
employees. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That each increase in rates of basic compen- 
sation granted, pursuant to a wage survey, to employees of the Federal Govern- 
ment or of the municipal government of the District of Columbia whose com- 
pensation is fixed and adjusted from time to time as nearly as is consistent with 
the public interest in accordance with prevailing rates under authority of section 
202 (7) of the Classification Act of 1949 (5 U.S.C. 1082 (7)) or section 7474 of 
title 10 of the United States Code shall become effective, as follows: 

(1) if the wage survey is conducted by a department or agency (either 
alone or with one or more other departments or agencies) with respect to its 
own employees, such increase shall become effective for such employees not 
later than the first day of the first pay period which begins on or after the 
forty-fifth day, excluding Saturdays and Sundays, following the date on 
which such wage survey was ordered to be made; and 

(2) if the wage survey is conducted by a department or agency (either 
alone or with one or more other departments or agencies) and is utilized 
by any department or agency which did not conduct such wage survey, such 
increase shall become effective, for the employees of the department or 
agency utilizing such wage survey, not later than the first day of 
the first pay period which begins on or after the twentieth day, excluding 
Saturdays and Sundays, following the date on which the department or 
agency utilizing such wage survey receives the data collected in such 
wage survey and necessary for the granting of such increase. 

Sec. 2. (a) Retroactive compensation shall be paid, by reason of any increase 
in rates of basic compensation referred to in the first section of this Act, only 
in the case of an individual in the service of the United States (including service 
in the Armed Forces of the United States) or the municipal government of the 
District of Columbia on the date of issuance of the order granting such increase, 
except that such retroactive compensation shall be payable— 

(1) to an employee who retired during the period beginning on the effec- 
tive date of the increase in rates of basic compensation and ending on the 
date of issuance of the order granting such increase, for services rendered 
during such period, and 

(2) in accordance with the provisions of the Act of August 3, 1950 (Public 
Law 636, Eighty-first Congress), as amended (5 U.S. C. 61f-61k), for services 
rendered during the period described in paragraph (1) of this subsection, 
by an employee who dies during such period. 

(b) Such retroactive compensation shall not be considered as basic salary for 
the purposes of the Civil Service Retirement Act in the case of any such retired 
or deceased employee. 

(c) For the purposes of this section, service in the Armed Forces of the United 
States, in the case of an individual relieved from training and service in the 
Armed Forces of the United States or discharged from hospitalization following 
such training and service, shall include the period provided by law for the 
mandatory restoration of such individual to a position in or under the Federal 
Government or the municipal government of the District of Columbia. 

Sec. 3. For the purpose of determining the amount of insurance for which an 
individual is eligible under the Federal Employees’ Group Life Insurance Act of 
1954 (5 0. S. C. 2091-2103), each increase in rates of basic compensation referred 
to in the first section of this Act shall be held and considered to be effective as 
of the date of issuance of the order granting such increase or as of the effective 
date of such increase if such effective date occurs later. 

Sec. 4. The foreging sections of this Act shall not apply to any increase in 
rates of basic compensation granted pursuant to any wage survey described in 
paraecraph (1) or paragraph (2) of the first section of this Act and which was 
ordered, prior to September 1, 1958, to be made. 

Approved September 2. 1958. 
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OUTBREAK OF FOOD POISONING 


Dr. Finucane. When all the personnel are working, when you are 
not involved in furloughs and when things are going along smoothly, 
the public does not give much thought to the hospitals or the fune- 
tions of the Department of Public Health. But as an example today 
I received a call about 9:30 this morning of a food poisoning out- 
break that had occurred amongst the people coming to the conference 
over at the National Guard Armory where they have some 5,000 
people in attendance at a labor conference. One of the trainloads of 
people coming in that arrived early this morning developed some 
form of food poisoning on their train trip in and they were taken 
ill at the armory, and the personnel at the armory were unable to 
handle the emergency. We had to send doctors and nurses to help, 
We treated well over 150 patients by the time I had left there at ap- 
proximately 12:30 and of those patients, 31 of them had to be hos- 
pitalized and 30 of those were hospitalized at District of Columbia 
General. A completely unexpected emergency that was thrown upon 
the hospital and upon the Department, Those things occur and if 
we had 300 people off on furlough we would not have been able to 
handle the situation. 

BUDGET PREPARATION 


Senator Pastore. I have not had this responsibility too long but 
I have been impressed with the refinement and scrutiny with which 
these budgets are compared in the District of Columbia. Unlike other 
municipalities where they are subject to pressure groups, because of 
the vote, sometimes an advantage and sometimes a disadvantage. I 
think it would be a great advantage if they did have the right to vote 
here in the community, I am not arguing against that, but surely 
enough these figures have been submitted to the Budget Bureau 
and then the Commissioners have to scrutinize them and they go be- 
fore a House committee and Senate committee and my experience has 
been here that the budget is pretty well prepared and finally serutin- 
ized before it gets here. Here and there, [ suppose, a gigantic ap- 
propriation that we have in the District that goes over pretty close 
to $250 million, I suppose you would find a little fat here and waste 
here. But as a rule by comparison I see a marvelous and splendid 
job being done by people in responsibility preparing their budgets 
and submitting them to the committee and I have been very, very 
much impressed, very much impressed. 


SAINT ELIZABETHS HOSPITAL 


Dr. Frnucane. I have not addressed my remarks to what may be 
the consequence to St. Elizabeths Hospital if this increase for St. 
Elizabeths does not go through. 

Senator Pasrore. I would like to get that in the record because we 
have an item here that pertains to them of $57,300. 

Dr. Finucane. There are two representatives here. Mr. Hall, from 
St. Elizabeths, and Mr. Leighy, from HEW. 

Senator Pasrorr. Could you give us a quick observation what would 
result if you didn’t get your $57,300 ? 

Mr. Hatz. Iam Mr. Hall, from St. Elizabeths. 

If we were not to receive the funds the District is requesting, we 
too would have to furlough employees in large numbers. We esti- 
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mate that after making savings by deferring essential equipment 
and supply purchases we would still have to resort to furloughs of 
approximately 1,680 employees for about 3 days, in order to reduce 
our obligations and expenditures by the amount of $232,000 spending 
in this District supplemental. 

Senator Pastore. $232,000 ? 

Mr. Haux. That is the sum. 

Senator Pasrore. All right. I think we have heard enough on the 
item for Public Health. 

Dr. Frnucans. Thank you, sir. 

Mr. Fowtrr. Department of Highways, Mr. Aitken. 


DEPARTMENT OF HiGHwaAys AND TRAFFIC 


STATEMENTS OF H. L. AITKEN, DIRECTOR, AND WILLIAM LISSEK, 
ADMINISTRATIVE OFFICER 


RESTORATION REQUESTED 


Senator Pastore. The next item relates to the Department of High- 
ways and Traffic. The supplemental estimate was $346,000 for pay 
cost increases and the House allowed $259,500, a reduction of $86,500. 
The Commissioners ask that $20,000 of the House cut be restored to 
the bill, to cover pay increase costs and avoid furloughs of personnel. 

The amendment and justification will be filed in the record. 

(The information referred to follows :) 


OPERATING EXPENSES 


IN SR nee cian sean crennenegcrentyeshiepiteninniationeereere= «= seusiecesseropepstesiuaacinsges: aE a 
I Mi bhp stent eoetcbeintdtiti itihdoraiinde lca nine en enabsninai _ 7,907, 000 
Supplemental estimate, 1959__.__.--.__.____---____-. deeded 346, 000 


House allowance, supplemental 1959 (reduction of $86,500) ___- a 259, 500 


AMENDMENT REQUESTED 


Page 35, line 16, after “Department of Highways”, strike out “$259,500, which 
shall be payable from the highway fund”, and insert in lieu thereof “$279,500 
of which $259,500 shall be payable from the highway fund;” or an increase of 
$20,000 in the appropriation payable from the General Fund. 


JUSTIFICATION 


The increase requested is as follows: 

An increase of $20,000 is required to cover mandatory pay increases for the 
remainder of the 1959 fiscal year. Failure to receive this increase would result 
in a furlough of 9.5 days each for 114 employees between now and June 30, 1959, 
which is equivalent to 1,083 man-days. However, it should be pointed out that 
any increase or decrease in estimated reimbursements will affect this schedule. 

Furloughs would affect the following services : 

Operation of the National 8-6000 switchboard. 

Maintenance of police and fire communication systems. 

Inspection of street lighting systems. 

Maintenance of mobile radios for all departments other than Police and 
Fire. 

Operation of pool car service for use of the entire District Government. 

Furlough of employees in the above categories would result in curtailment of 
services which benefit the entire District Government as well as the general 
public. For example, the NAtional 8-6000 switchboard is already operating 
under a handicap. The present number of operators is not sufficient to handle 
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all incoming calls promptly. The House has recognized this fact in authorizing 
three additional telephone operators for the fiscal year 1960. Any curtailment of 
telephone operators would further reduce service and make it more difficult to 
contact the District Government by telephone. 

The granting of a restoration in the amount of $20,000 would constitute a eut 
of 60 percent in our original supplemental request for the general fund in con- 
trast to the 100 percent cut by the House. 














———— 
Increased | General fund 
cost 
—-—_— —-—---r-__—_—_ A 
Application of funds: | 
Pay Act increases: 
Activity 3. Construction and maintenance. -_-...........--.--..---- $1, 500 | $1, 500 
Activity 4. Traffic engineering and operation......................-. 18, 500 | 18, 500 
ce i lil 20, 000 | 
Financial analysis: Po ee 
Object: | 
TON aad. 500 Bhwn cb senhaddbensbsdee dt werdickcnsoncesens | 20, 000 | 20,000 





TWO-PART REDUCTION 


Senator Pastore. All right, Mr, Aitken, give us your brief explana- 
tion of the item. 

Mr. Arrken. The reduction of $86,500 is divided into two parts. 
Approximately $36,000 is related to the highway fund and Mr. Chair- 
man, we can absorb that in our highway operation. Approximatel 
$50,500 is related to the electrical division. We think we can ales 
approximately 60 percent of that, but we are asking for the $20,000. 

Senator Pastore. Is the $20,000 for pay cost estimates” 

Mr, Arrken. Sir? 

Senator Pastore. Is the $20,000 for the increase in pay cost? 

Mr. ArrKen. Yes, sir; the $20,000 is for increased pay cost. 

Senator Pastore. What would happen if you didn’t get it? 


EFFECTS OF LOSS OF FUNDS 


Mr. Arrken. On the basis of our best estimates, Mr. Chairman, 
we would have to furlough people or affect certain things we have 
to do, and other things we ought to do. In part, we have to light 
the lights in the District for the rest of the fiscal year and that charge 
is running somewhat above our estimates. In addition, we have re- 
ceived very favorable bids for some lamp posts and other supplies. 
In fact, the bids on the lamp posts are approximately 20 percent 
below the estimates. The bids on some of the street designation signs 
also are below the estimates. So we have tabled these bids or rather 
we have asked the low bidder to table them and hold them until the 
first of the fiscal year. We don’t know that he will. In addition, 
we have some contingencies in this program. 

Senator Pastore. You said this was for pay increase cost. What 
has that got to do with tabling bids? 

Mr. Airken. Well, sir, in the money available for the Electrical 
Division there are funds for other objects, which should be used for 
such things as supplies, electrical energy, etc., for which they were 
appropriated, but if approved for personnel, then we might keep our 
employees aboard. 
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WAGE BOARD EMPLOYEES 


If we do not get the $20,000, and if we use the money for other 
objects, as appropriated, then we would have to furlough the 114 
people in the Division for 914 days, or for a total of 1,083 man-days. 

Mr. Chairman, approximately 50 percent of these people are Wage 
Board employees. Some of the services that would be affected by 
the people that would have to be furloughed include the operators on 
the switchboard, the people used in the maintenance of police and 
fire communications systems, the inspection of street lighting systems, 
the maintenance of mobile radios and operations of the cars in the 
pool car service. 

Senator Pastore. Does that cover it ? 

Mr. AirKEN. Yes, sir. 

Senator Pasrore. All right. The next item is National Capital 
Parks. 

Mr. Fowxer. Mr. Harry T. Thompson, the Superintendent. 


NATIONAL CAPITAL Parks 


STATEMENT OF HARRY T. THOMPSON, SUPERINTENDENT 


RESTORATION REQUESTED 


Senator Pasrore. The next item concerns the National Capital 
Parks. The supplemental estimate was $247,900 for increased pay 
costs and the House allowed $185,925, a reduction of $61,975 which 
the Commissioners ask to be restored. 

The amendment and justification will be made a part of the record. 

(The information referred to follows :) 


OPERATING EXPENSES 


I Te aaa inne ead eh Gigaraiaoeoangrersatiinghemigrgyphahcemneren doen sido apie $2, 776, 000 
cee cilck coratshivertninstede bettas ainaitoantsltin-utiniommaiadiantesangnesentiontom tennis 2, 850, 000 
I UENO, NIN ins eas etcetera ab ine at hater taelahne 247, 900 
House allowance, supplemental 1959 (reduction of $61,975) _-._____ 185, 925 


AMENDMENT REQUESTED 


Page 36, line 2, strike out “$185,925” and insert in lieu thereof “$247,900”, 
or an increase of $61,975 in the appropriation. 


JUSTIFICATION 


The increase requested is as follows: 

Restoration of cut by House, H.R. 5916, Second Supplemental Appropriation 
Act, 1959, $61,975.—It is urgently requested that the $61,975 in increased pay 
cost funds be restored in order that National Capital Parks can provide the 
service required at this time of year. 

The $61,975 represents 3,800 man-days to be made up during April, May, and 
June when demands on this office are the greatest. 

During this time the parks are the hosts to millions of visitors, including a 
very large number of schoolchildren from all parts of the country. The park 
attractions generate tourist visitation which contributes greatly to the economic 
life of the city of Washington; 44 percent of the total annual visitation 
and 40 percent of the special events occur during this 3-month period, one of 
the events being the annual Cherry Blossom Festival. This is also the time of 
year when our maintenance problems are the greatest due to the grass-cutting 
season. 
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The reduction in personnel made necessary by this cut will reduce our main- 
tenance force below employment during each of the last 10 years, when demands 
were much less. 

We have given separation notices to all of our temporary employees, number. 
ing 30, to be effective April 10, 1959. The funds saved by this action amounts 
to less than one-half of the appropriation reduction. 

Further reductions in permanent personnel will be necessary if some relief 
is not obtained. 

These personnel reductions will make it necessary to curtail sanitation 
services, grounds maintenance, and the care of shrubs, which will adversely affect 
the condition and appearance of the parks at a time when they are being useq 
by the great number of visitors. 

Application of funds.—These funds will be used to meet increased pay costs 
authorized by Public Law 85-462, Public Law 85-584, and Wage Board salary 
increases placed in effect May 18, 1958, and January 11, 1959. 





Financial analysis 











Object Activity Activity Total 
No. 1 No. 2 
I POU 5 cnnenncsatilchdecdonshsicd dedunecdnebicd $47, 545 $12, 500 | $60, 045 
Grants, subsidies, and contributions........................-- BE cates arscexnil tees een 1,200 
EE I i 5G dani dn col enainnesnemrommnccurens Be Basic dcaneirun 730 
I ca aes nc oni toi nc iegere bic orate ae wie 49, 475 12, 500 61, 975 





FUNDS FOR INCREASED PAY COSTS 


Senator Pastore. And I understand Mr. Thompson is here to give 
an explanation. 

Mr. THomrson. Yes, Mr. Chairman, I am. 

I will just be very brief due to the time and lateness of the day. 

All of the funds involved in the $61,975 request for restoration are 
in the increased pay cost fund category. And as you know this is 
the time of year when, April, May, June, is when we hit our peak- 
load. We have been carrying a subnormal complement of temporary 
employees up to the present time. As soon as it was made known 
to our office that we might anticipate some substantial reductions I im- 
mediately issued, and they are now in force as of Friday, a complete 
dismissal of all of our temporary employees. So that we are as of 
the moment below the average or the lowest for the past 10 years in 
our personnel for our maintenance. It all has to do with maintenance 
in this $61,000 category. 

In my some 25 years association with the local park system this is 
the first time we have not had an opportunity to go into a spring re- 
cruitment to take care of this peakload. This season brings about 
40 percent of our annual visitors for the next 3 months and we are 
suffering as a result of that decrease. 

Senator Pastrorr. How many people does this affect? 

Mr. Tuompson. Thirty. The notices have gone to 30, which con- 
stitutes all of our temporary employees as of now. 

I might indicate that as of June last year we had a total of 747 
employees. This year as of this week we have 605 minus the 30 brings 
us down to 570 employees. And realizing 





Senator Pastorr. Doing the same amount of work ? 
Mr. THompson. We have to do a great deal more, sir, because as 
you know we arrived at a formula that each year brings about 5 per- 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 607 


a | cent increase in the workload in the visitation to our Capital. So 
is that we are rapidly falling behind in an effort to keep up with just 
the normal day-to-day maintenance of our parks and parkways. 
“ Senator Pastore. ‘Thank you. 
Mr. ‘THomeson. Thank you, sir. 
ef 
| NationaL ZoouocicaL Park 
on 
“4 STATEMENT OF DR. T. H. REED, DIRECTOR 
ts | RESTORATION REQUESTED 
ry | : ee ’ 
Senator Pastore. The next item relates to the National Zoological 
| Park. The supplemental estimate for pay cost increase was $67,700 
ts and the House allowed $50,775, a reduction of $16,925, which is re- 
quested restored to the bill. 
The amendment and justification will be made a part of the record. 
oa (The information referred to follows :) 
045 
~ OPERATING EXPENSES 
— I esti avapro aheedrcahcotaesiienoes tient slg esi cnwegensnipestpinsnances sini $833, 000 
i) ci ects Satie aici sh ngdtmersr ais deg trinpanitincarenienne inborn __.. 898, 000 
— ems -@utimnte, 1900. 010 ole 67, 700 
House allowance, supplemental 1959 (reduction of $16,925) ___._______ 50, 775 
ve AMENDMENT REQUESTED 
Page 36, line 3, strike out “$50,775” and insert in lieu thereof “$60,775”, or an 
increase of $10,000 in the appropriation. 
JUSTIFICATION 
ATe 
; is The increase requested is as follows: 


Restoration of cut by House, H.R. 5916, Second Supplemental Appropriation 
ak- Act, 1959, $10,000.—A crash-safety program as directed by the House of Repre- 


ary sentatives Committee on District Affairs in May 1958 is the basis of this re- 
wn quest for the restoration of $10,000 of the $16,925 cut made by the House. To 
m- maintain even the existing safety standards and efforts it is imperative that the 
present staff is continued without interruption. The Zoo now has 8 vacancies 
lete which will not be filled and it will not be able to employ additional temporary 
: of help to facilitate efficient operation. Operating on this basis the Zoo will have 
3 in at the end of the fiscal year a $10,000 deficit in existing personal services. 
nee During the fourth quarter, therefore, if the cut is not restored, $10,000 will 
have to be transferred from other objects to pay personnel service costs for the 
A present staff. Removal of these funds will drastically cripple the safety pro- 
iS 1S gram of the National Zoological Park because all fourth quarter operational 
 Te- funds exclusive of animal maintenance are directly or indirectly dedicated to the 
out safety program. 
oo If the Zoo must transfer $10,000 to personal services it would mean that— 


(1) Funds for the purchase of supplies and materials for construction and 
installation of safety factors would be cut 26 percent. 
(2) Funds for necessary veterinary medicines would be cut 68 percent. 
con- | (3) Funds for veterinary equipment would be eliminated. 
(4) Funds for the purchase of food would be reduced creating a deficiency 
~ in nutrition, thus affecting the health of the animals. 
747 (5) Funds available for the purchase of equipment would be cut 77 
ings percent. 
(6) Funds for the purchase of animals would be completely eliminated. 
(7) Funds for the purchase of miscellaneous supplies would be cut ap- 
proximately 50 percent drastically affecting the efficiency in management 
@ AS and operation of the Zoo. 
per- 


3£952—59——.39 
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No zoo of comparable size and stature in the world has as small an operating 
and maintenance budget as the National Zoological Park. Therefore, the loss 
of $10,000 in operation and maintenance would seriously affect the Zoo even in 
a normal year. Because of the tragedy and the resultant all-out emphasis on 
safety this has been far from a normal year. This cut, unless restored, will] 
gravely reduce that portion of the safety program planned for the fourth quarter. 

Application of funds.—These funds will be used for the operation of the 


safety program. ; 
Financial analysis 





Object Activity 2 Activity 3 Total 
NN i IO isin one dal dad deienDamiennbale $2, 200 $4, 500 $6, 700 
oa nnathncemm uch cnsecaweiaane wears deb iarie satan 2, 100 1, 200 3, 300 
EE hi nddbe tilt lin cibdietwebcsebsteteeeasbaninnas 4, 300 5, 700 10, 000 





RESTORATION REQUEST 


Senator Pastore. I understand Dr. Reed is here. 

Dr. Reep. Yes, sir. 

Senator Pastore. Doctor, will you explain ? 

Dr. Reep. Thank you for the privilege of appearing before you. 

We are asking for the restoration of $10,000 of the $16,925 cut. By 
not filling our present vacancies and not hiring of normal temporary 
employees we will save $6,925, leaving us a deficit of $10,000 in per- 
sonal services. 

VISITORS TO ZOO 


In the fiscal year of 1958 we had over 4 million visitors. Thirty-six 
vercent were in the last quarter. This heavy influx of visitors in the 
ot quarter means that we can not reduce the number of our present 
personnel and still maintain the necessary degree of visitor safety. 

If this $10.0C0 is not restored and we maintain the necessary per- 
sonnel for visitor safety, funds must be transferred from other ob- 
jects. This transfer will seriously cripple the planned safety con- 
struction in the fourth quarter. 


SAFETY PROGRAMS 


While this zoo has a very enviable visitor safety record for the 67 
years and met all the commonly accepted safety standards in zoos, the 
tragedy of last year only emphasizes the tremendous increased use of 
the National Zoological Park by the people of this Nation and it em- 
phasizes the changes in visitor attitude towards the ever present danger 
of wild animals. 

We must increase physical and operational safety to meet the in- 
creasing visitor attendance which is the largest in the United States. 

The detailed survey for safety has been made by an independent 
committee appointed by the Smithsonian Institution. First among 
their operational recommendations for visitor safety is, and I quote, 
“the constant presence of adequate numbers of well-trained zoo per- 
sonnel is absolutely necessary.” 

Many physical changes were recommended, some of which we phased 
and planned for completion within this year without asking for ad- 
ditional financial aid. 
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EFFECT OF CUTS ON SAFETY PROGRAM 


These safety features that we had faced and planned for the fourth 
quarter will be drastically curtailed unless the $10,000 cut is restored. 

No zoo of comparable size or importance has such a small opera- 
tional and maintenance budget as the National Zoological Park. To 
me this is not a restoration, it is the continuance and maintenance of 
our visitor safety program. 

Thank you. 

Senator Pasrore. Thank you, Doctor. 


DEPARTMENT OF Motor VEHICLES 


STATEMENT OF GEORGE ENGLAND, DIRECTOR 


AMENDMENT AND JUSTIFICATION 


Senator Pastore. Mr. Fowler, I am told by Mr. Merrick that there 
was one item that you have not pointed out ¢ 

Mr. Fowter. Yes, in addition to the items already presented we had 
another item. We thought the Department of Motor Vehicles might 
absorb their cut but we found out later after reexamination of their 
financial requirements that they could not. They were cut in the 
House $20,800. ‘They are here now asking for a restoration of $14,000. 
Mr. George England is the Director of the Department of Motor 
Vehicles and he will tell you how it will affect the Department. 

Senator Pastore. All right. The amendment and justification will 
be made part of the record at this point. 

(The information referred to follows :) 


OPERATING EXPENSES 


RENIN, 1 TI ccc ptm eicetince leben cectisecpinplpiniab chine bie hinie sen enigommes onentchisah $1, 438, 000 
re 1, 042, 000 
I —  aatracarrerciermsarcltiscerenspan ner eereeemsiir etn arastenwencepencneniemen 83, 200 
House allowance supplemental 1959 (reduction of $20,800)___-____ 62, 400 


AMENDMENT REQUESTED 


Page 35, line 18, strike out “$62,400” and insert in lieu thereof “$76,400”, or an 
increase of $14,000 in the appropriation. 


JUSTIFICATION 


Restoration of $14,000 of the $20,800 cut from this Department’s request for 
supplemental to cover increased pay costs during fiscal year 1959 is requested 
in order to avoid the necessity of furloughing approximately 150 employees for a 
full workweek, or as an alternate, all employees in the Department for an 
average of 4 days 2 hours each before the end of the 1959 fiscal year. 

Due to the recent pay increase enacted by Congress, this Department’s mini- 
mum requirements for “Personal services” alone to complete the balance of this 
fiscal year—and without filling any existing position vacancies or providing for 
any lump-sum terminal leave payments or other possible “extra” costs—will be 
$71,520, and related required civil service retirement costs will be $4,648, and 
related required group life insurance costs will be $234, for a total cost of $76,403 
in excess of the amount available. Of this excess cost the House has approved 
a supplemental of but $62,400 which is $20,800 less than requested for this pur- 
pose, and $14,000 less than the minimum now found required to the end of this 
fiscal year. 
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Application of funds.—Of the $14,000 requested, $9,118 is required for personal 
services and $4,882 for other related costs. 


Financial analysis 


I eee $9, 118 
NT nT Tn Tn ne 234 
enn 4, 648 

a 14, 000 


The above request is payable from the highway fund. 


EFFECT OF HOUSE CUT 


Senator Pastore. All right, Mr. England. 

Mr. Enouanp. Thank you, sir. 

Mr. Chairman, our original estimate of our needs was quite con- 
servative. It took into account certain savings that we had up to 
that time. The House cut us by a figure of $20,800. 

We have just completed a detailed study of our minimum needs for 
the balance of this fiscal year and have prepared and intend to adhere 
to a bare bones budget, sir, which contemplates a reduction to the 
minimum of expenses in almost every phase of our work. Notwith- 
standing these reductions in expenditures, we can only absorb $6,800 
of this $20,800 cut. If the $14,000 figure requested here is not restored, 
it will be necessary for us to furlough approximately 150 of our em- 
ployees a full workweek each. Our total personnel complement, in- 
cidentally, is 190. Or, as an alternate, we will have to lay off all of 
our employees for an average of 4 days and 2 hours each before the 
end of this fiscal year. 

If we are required to do this, Mr. Chairman, it is going to mean a 
drastic reduction in our many services to the people. Our Depart: 
ment is financed from the highway fund and produces annual revenue 
of approximately $8,200,000 to the District through its operations. 
We are in the business of titling and registering automobiles and 
trailers, issuing driver’s permits, revoking and restoring driving 
privileges, inspecting vehicles, administering financial responsibility 
legislation, and other services that must be maintained on a current 
basis to be effective. There will be delays and disruptions in services 
provided the public, enforcement and other Government and private 
agencies. We will be drastically hit, sir, if we are not permitted the 
restoration of the $14,000. 


FEDERAL PAYMENT 


Senator Pastore. All right. 

Merely a question or two with relation to the Federal contribution 
now, Mr. McLaughlin. I understand that the deficit in the second 
supplemental bill as passed by the House will be $2,226,556. 

Mr. McLavueuuin. Yes, sir. 

Senator Pastore. In other words, if not a penny of the amounts 
being asked to be restored were restored you would end up with a 
deficit at the end of this year of $2,226,556? Is that correct? 

Mr. McLaveuuin. That is right, yes. 

Senator Pastore. Is there anything you could do or the District 
could do to absorb this amount or of necessity because of the time of 
the year you would have to end up with that kind of deficit ¢ 
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Mr. McLavcuuin. We think in the past few days, Mr. Chairman, 
that we have done everything possible in the way of analyzing the 
situation, and we don’t feel that there is. 


Senator Pastore. All right. Now, as to this statement that you had 
inserted in the record, we had it in the previous record as well with 
reference to the Federal contribution, explaining your point of view 
with relation to the responsibility of the Federal Government to the 
District. 

Mr. McLavcutuin. Yes, sir. 

Senator Pasrore. Is there anything new in it? 

Mr. McLaveututn. The opening paragraphs, Mr. Chairman, points 
out some comparisons that perhaps have never been assembled before. 
If I could read about three of those paragraphs it might highlight it. 

Senator Pastore. I will read them in the record. There is no need 
of your calling to my attention by the reading of several paragraphs. 

Mr. Fowter. The first page. 


Senator Pastore. All right. If there is anyone else, please come 
forward. 


All right now our interested civilian witnesses. We are ready for 
them. 


The Commissioners are perfectly welcome to remain here and stay 


here, but you don’t have to if you feel you have other commitments or 
other responsibilities. 


Mr. McLaventim. I am 15 minutes late for a dinner now, Mr. 
Chairman, I will stick with you. 


Senator Pastore. Our first witness is Mrs. Doris G. Foster. Is she 
here ? 


The CrerK. She is sending in her statement. 
Senator Pastore. All] right. 


All right, Mrs. Foster’s statement will be made a part of the record. 
(The statement referred to follows :) 


STATEMENT OF Mrs. Dorts G. Foster, IN BEHALF OF WASHINGTON CHAPTER, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Chairman and members of the committee, the members of the Washington 
Chapter of Americans for Democratic Action urge the Senate Appropriations 
Committee to prevent the damage to the District of Columbia public services that 
must result from the reduction made by the House of Representatives in District 
requests for supplemental 1959 appropriations. Few other services or facilities 
of the District of Columbia, in any area of municipal activity, have ever been 
adequate to the needs of the community. Our public hospitals are under- 
equipped, understaffed and overcrowded. Our public assistance grants are low 
by comparison with progressive communities, and inadequate by any proper 
standard of evaluation. 

Yet the Commissioners have already announced that they will put into imme- 
diate effect a flat reduction of 15 percent in public assistance allowances—regard- 
less of need. There is some indication that further economies will force curtail- 
ment of polio inoculations. While still other economies may be needed, there is 
no information about any other contemplated savings. Before any action what- 
ever is taken on the House proposals, we recommend that the District authorities 
be required to inform you, if they have not already done so, in specific detail, of 
the limitations upon existing services that will result from the denial of the 
supplemental budget requests as they went to the House. When these facts are 
known, we are sure that you will be unable to go along with the arbitrary slashes 
made by the House. 

Finally, we wish to protest vehemently against the imposition of the burden 
of these economies upon District employees who certainly cannot afford a reduc- 
tion in income in a community with extremely high living costs. Under any cir- 
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cumstances, this would be indefensible. But when one considers that the District 
has so far received only $20 million of the $32 million Congress committed itself 
to pay; when one realizes that the present House bill grants less than $6 million 
more; when it is understood that the Commissioners’ requests, in toto, involve 
only $9 million of the $12 million we have been short-changed: then it is most 
reprehensible to make low-paid employees pay the price of a congressional renege 
out of their meager earnings. 

And it is niggardliness at its most contemptible level to allow people—such as 
those at the Southwest Health Center—to furnish their services without pay in 
order that those in need of medical care might not suffer. 

We appreciate this opportunity to appeal to you to restore the District supple- 
mental appropriation so that these completely defenseless cuts will not have to 
be put into effect. 

JUSTIFICATIONS 


Senator Pastorr. The record will show at this point the justifica- 
tions filed in support of the items requested for the District of Colum- 
bia and for which no appeal is made to the allowances of the House, 
under title I, operating expenses. 

(The information referred to follows :) 


DEPARTMENT OF GENERAL ADMINISTRATION 


For an additional amount, fiscal year 1959 Department of General 
I ee te irosregaiiaseeuin $500, 000 
a do hckcieea dp mete inci dade yawn roca 456, 750 


Salary increases, $374.000.—Of this amount, $373,000 is needed for salary 
‘increases granted classified employees as a result of Public Law 85-462, and 
$1.000 for salary incre»ses granted wage-board employees by the Commissioners 
effective January 14, 1959. 

Postage increase, $19,000.—This additional amount is necessary to meet the 
increase in the cost of mailing due to the raise in postal rates. 

Unemployment compensation, $144,000.—Additional funds are needed to meet 
the increased cost of reimbursements to the District Unemployment Compensa- 
tion Board for payment of unemployment compensation to former employees of 
the District of Columbia Government. A summary of such payments for tle 
past 3 fiscal years and the first quarter of the current fiscal year is as follows: 


Fiscal year Number of |Total amount 








recipients paid 
ee ae ike a ke ene ken eu hand eum ntieawedmis | 180 $24, 921. 29 
Dc eRA Eb stdeelon otc de Ueno edae nadeuswucoesddsbohsctuecdescbWetabocteons 76 81, 916. 98 
a a le es a nn kine pie iebbibdulidbtmibbinn evens 923 156, 179. 03 
id es eaten de eee eeing aban daecimainn 512 99, 672. 48 





It is estimated that the cost of unemployment compensation claims will con- 
tinue to rise and that for the fiscal year 1959 a total of $300,000 will be needed 
Since enly $156,000 is now available for this purpose, an additional amount of 
$144,000 is requested. 

Workmen's compensation, $13,000.—Additional funds are needed to meet the 
increased cost of administrative expenses involved in providing compensation 
for disability or death resulting from injury to employees in certain employment 
in the District of Columbia (36 D.C. Code 501, 502). 

The Bureau of Employees’ Compensation, to whom funds are transferred for 
administration of the law providing for such compensation, has informed the 
District government that the Bureau’s original estimate, excluding the pay 
increase, for 1959 ($209.500) contained an unusually high lapse rate: that turn- 
over in personnel as well as within-grade promotions have increased this amount 
substantially; that there have been increases in the cost of communications, 
stenographic reporting services, supplies, equipment, etc. ; and that such increases 
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could not be absorbed. A summary of the estimated requirement for the fiscal 
year 1959 is as follows: 


Original estimate of Bureau of Employees’ Compensation_____________ $209, 500 
Estimated supplemental included in latest budget (approximately 10 
meroent OF Orig@inal..estimaete) 25.560 306. a 21, 500 
tlt ta eet Nalrccs aie Pacatauea oiacieccecig Ss an plone ee i a Ad es 231, 000 
Revised estimnate of Bureau of Employees’ C ompensation. Ratitaicancarectete 244, 000 
nes TING TON NO e k eh a ee ei eee oe 13, 000 


Pusiic LIBRARY 


For an additional amount, fiscal year 1959, “Public Library”__________ $190, 300 
I NN a a ce 152, 050 


Salary increases, $175,300.—Of this amount, $153,000 is needed for salary in- 
creases granted classified employees as a result of Public Law 85-462, $16,000 
is for wage board increases approved by the Commissioners effective May 8, 
1958, and $6,300 for wage board increases approved by the Commissioners effec- 
tive January 14, 1959. 

Reclassificution of positions, $15,000.—Funds for the reclassification of the 
majority of Public Library positions were appropriated in the 1959 budget. 
Funds are needed to cover the cost of reclassification of the remaining positions, 
which could not be surveyed in time for inclusion in the 1959 budget. The 
library is already absorbing various increased costs, such as the cost of position 
reclassifications for the first half of the year. In addition, we are absorbing the 
cost of wage increases for WBP employees ($1,500), premium pay (about $11,500 
as of latest payroll and estimated to be $16,000 additional for the rest of the 
year, or a total of about $27,500), the rise in postage rate ($1,000), and increased 
costs of maintenance and repair of the motor vehicles resulting from the increase 
in the WBR wage scale ($1,000). Asa result of these absorptions no funds will 
be available to cover this requested increase. 


METROPOLITAN POLICE 


For an additional amount, fiscal year 1959, ‘““Metropolitan Police”____ $2, 616, 800 
SII "URN aN Bg a OA cs See a cs eccnin ese 2, 616, 800 


Salary increases, $2,232,800.—Of this amount $68,000 is needed for salary in- 
creases granted classified employees as a result of Public Law 85-462; $2,149,000 
for salary increases granted the uniform force as a result of Public Law | 85-584; 
$11,000 is for wage board increases approv ed by the Commissioners effective May 
8, 1958, and $4,800 for wage board increases effective January 14, 1959. 

Retirement benefits, $384,000.—Public Law 85-157, approved August 21, 1957, 
increased the maximum amount of retirement pay for policemen, lowered the 
retirement age and increased relief payments to widows and orphans. 

During the fiscal year 1958, the first year the new law was in effect, monthly 
payments for pensions and relief increased as indicated by the following table. 


Fiscal year 1958 








WORN 2. ssinicep eee 2, 661, 000 631, 000 


REPT ST - 224, 000 52, 000 


Widows’ Widows’ 
Month Police and Month Police and 
pensions orphans’ pensions orphans’ 
relief relief 
oe $201, 000 $51,000 || F eary-- atl hele tay ecenersees $226, 000 $56, 000 
Bes 201, 000 51, 000 SO Ree 235, 000 53, 000 
September-_._. iJ kee 204, 000 53. PNT ME hs 55 de ce wade 237,000 52. 000 
aS 210, 000 52, 000 ON 6 ei ae 239, 000 54, 000 
aeepernuer................ 219, 000 I es. cox neueeea 243, 000° 53, 000 
ap ae 222, 000 52, 000 
bala eee aR ite ee Bk i 
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The following table reflects total expenditures for fiscal year 1958 under the 
new law: 





I TN a ae Fh a a ee ge $2, 661, 000 
WranOWs Hane arobnet welieticsii ccs no 631, 000 
Medical expenses of policemen injured in line of duty___.-_______ T7, 000 
neni ame ween, emmnnnnant went oe 33, 000 
nc mmptimsmmnnsnmminminnnianaracom 1, 000 

ee en I ee ee 3, 403, 000 


The following table reflects actual and estimated payments for pensions and 
relief for fiscal year 1959 for comparison with the preceding table showing 
monthly payments for 1958: 


Fiscal year 1959 








Police Widows’ and 
Month pensions orphans’ 
relief 

Ss neta i ern ee ee ieee $245, 000 $53, 000 
it te awel bend ebh an ntdonvecbwand acubedunivnd=decens- 283, 000 53, 000 
September (ectual)..-..........-.......... 2, Ba tigen MinSipmd choi ies — 284, 000 54, 000 
a ances 1 327, 000 54, 000 
Teen ne ne ee nee a eo anen ction 292, 000 54, 000 
a S00 8g ee es i neem enaaedece 296, 000 54, 000 
January (estimated) _......_-. tibia aodek wen dpe rnsudiiess Lacthesnk iadawe ” 298, 000 54, 000 
net unam ain suchUeeene bas ones 300, 000 54, 000 
Neen nn ne eae ee. ; 302, 000 55,000 
ID se delle sean ocac tepals i diwedns~ casei eabucsliich sadudé 304, 000 54, 000 
BT SI oie nen das en ns bbounce tthe Pai So. alc te tected iced eben si 306, 000 55, 000 
te ante oh ae nl nd arenas net aioe inden siete neloess 2 310, 000 54, 000 
sls eres ets ea eis 3 ee A a ce baal 3, 547, 000 648, 000 


! 





i Included retroactive. 


The following table reflects total estimated expenditures for fiscal year 1959 
under the new law and source of funds: 


Estimated expenditures 


nnn ANN i Se Bes ss oe oa necks A len npr neoin $3, 547, 000 
Io ae Seid hit Lies iobidenh cores 648, 000 
Medical expenses of policemen injured in line of duty_______-___-___ 80, 000 
en IE Ts NE Cs ete micieiaenunsunmone 40, 000 
ne Ae IN ooh esis ee deem Sen nse 2, 000 

Total estimated expenditures under Retirement Act, 1959_._.._ 4,317,000 

Provision of funds 

I SOOO Biss as ig senesced ballad ats wim mmwenn $3, 509, 000 
Supplemental requested as related to pay increases_____._------~- 424, 000 
Supplemental requested other than related to pay increases____---_- 384, 000 

Total appropriation and supplemental requested, 1959____--_- 4, 317, 000 


Public Law 514, 84th Congress, provides that the Metropolitan Police force 
shall consist of not less than 2,500 officers and members. Congress appropriated 
just sufficient funds, based on costs at the time of the appropriation, to provide 
salaries and other items necessary to maintain this size force during fiscal 
year 1959. Congress also stipulated that savings because of vacancies would be 
utilized to pay men for working on their days off in order to maintain equivalent 
full strength. The creation of any savings in personal services would require a 
reduction of force. This cannot be done because of the above provisions. 

Without these provisions, it would still be inadvisable to make any reduction 
of force because of the present crime situation in the District of Columbia. 

The funds appropriated for other objects covers utilities, printing, meals for 
prisoners, gasoline, fuel, uniforms, repairs to vehicles, and other items absolutely 
essential for normal operations. The amount to be spent for these items is gov- 
erned by need rather than choice, therefore, no reduction can be made without 
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impairing operations in the prevention and detection of crime. In addition to 
the increases requested in this supplemental this Department must absorb ap- 
proximately $51,000 in increases in other objects during fiscal year 1959. 


FIRE DEPARTMENT 


For an additional amount, fiscal year 1959, “Fire Department”____ $1, 200, 300 
I aed Ree se ous 1, 200, 300 


Salary increases, $1,029,300.—Of this amount $20,000 is needed for salary in- 
creases granted classified employees as a result of Public Law 85-462, $995,000 
for salaries granted the uniform force as a result of Public Law 85-584, $10,000 
is for wage board increases approved by the Commissioners effective May 8, 
1958, and $4,300 effective January 14, 1959. 

Retirement benefits, $171,000.—Public Law 85-157, approved August 21, 1957, 
increased the maximum amount of retirement pay for firemen, lowered the re- 
tirement age, and increased relief payments to widows and orphans. This has 
caused an unprecedented number of retirements and necessitates request for 
additional funds. Through the month of January 1959, there were 38 members 
who have retired in fiscal 1959, which netted against the deceased retirees, has 
increased the number of retired members to a total of 578, or a net increase of 
12 since July 1, 1958. It is anticipated that there will be a total increase for 
fiscal 1959 of 24 additional retirees and the estimated costs are as follows: 


Estimated additional cost of firemen’s pensions and relief for fiscal year 1959 





Retired members | Widows and children | 











Month , wa seta Sai eins Ss Total 
Number Amount Number | Amount 
i hl a 566 | $150, 832. 11 235 | $29,811.38] $180,643.49 
oe eee 566} 173,872.98 234 29, 603. 05 203, 476. 03 
ao R hinds dntitana nuns Baedel 569 | 1196, 263. 42 234 29, 715. 56 225, 978. 98 
es 571 175, 468. 32 234 29,553.05 | 205,021.37 
NN se a 577 | 180,767.92 232 30, 215. 55 210, 983. 47 
NN oe bcd ppeetads 577 | 178,875. 77 239 30, 991. 22 209, 866. 99 
I orn A ae 57 180, 600. 37 239 30, 861. 78 211, 462. 15 
ok ccc ai nie nmin ns cneeaemotil 582 182, 838. 11 239 31, 500. 41 214, 338. 52 
nn ee 586 | 185,000. 00 239 31, 500. 00 216, 500. 00 
RS eo oa cain anon cat iaced 586 | 185,000.00 239 31, 500. 00 216, 500. 00 
OE eae eee 5 187, 000. 00 239 31, 600. 00 218, 600. 00 
ok eae 590 | 187,000.00 239 31, 629. 00 218, 629. 00 
WR oy 5s dene ~ = ~.2t space leniienn eae DART IG Voscenenit=s- | 368, 481.00 | 2, 532,000. 00 
1 Included retroactive. 
Estimated amount needed for fiscal year, 1959_____________________ $2, 532, 000 
I Rl ede de ceca da el Sie msencabs eves ocslihacris —2, 100, 000 
I i Fk a a cicsisicie 432, 000 
Anticipated supplemental due to pay increases_____________________ —261, 000 
AOGMAcmml AIOUT Tee er ee nee 171, 000 


DEPARTMENT OF CORRECTIONS 


For an additional amount for fiscal year 1959, “Department of cor- 
I i as ty cei I ah a ith nhs $326, 100 
GS MARUI ie eric Ts, ical neal iD se enenenente bettas 264, 600 


Salary increases, $258,100.—Of this amount $246,000 is needed for classified 
pay increase due to Public Law 462 and $7,100 for wage board increase approved 
by the Commissioners effective January 14, 1959. 

Support of District prisoners in Federal institutions, $73,000.—The current 
year appropriation provides $737,000 to reimburse the Federal Bureau of Prisons 
for the support of District prisoners confined in their institutions. An average 
of 434 prisoners were confined in the Federal prisons in 1957 at an average daily 
per capita cost of $4.31 for a total of $681,800. In 1958, an average of 438 
prisoners were boarded in Federal institutions at an average cost of $4.66 per 
day for a total cost of $745,000. 
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We now have received the account from the Federal Bureau of Prisons and 
the U.S. Public Health Service for District prisoners confined in their institutions 
for the first quarter of the current year. The total cost for the first quarter was 
$202,435 for the care of 454 prisoners at an average cost of $4.84 per day. The 
increases in the bills result principally from the general pay raises for the em- 
ployees of the Federal institutions as well as an upgrading resulting from a 
reclassification of these same employees. On the basis of the first quarter's 
experience, it is estimated that the additional $73,000 will be required to com- 


plete the current year. This sum cannot be absorbed within the funds presently 
available. 


‘ 


SETTLEMENT OF CLAIMS AND SUITS 


For the payment of claims in excess of $250, approved by the Commissioners 
in accordance with the provisions of the act of February 11, 1929, as amended 
(45 Stat. 1160; 46 Stat. 500; 65 Stat. 1381), $20,197. 

The District of Columbia Appropriation Act, 1959, under the head of “Office 
of Corporation Counsel,” included the amount of $10,000 for the settlement of 
claims not in excess of $250 each, when approved by the Commissioners in ac- 
cordance with the act of February 11, 1929, as amended. 

The accompanying estimate of appropriation of $20,197 is submitted in order to 


pay claims under the same act of Congress which are in excess of $250 each, 
as follows: 





Claimant Nature of claim Amount of 


Amount of 
claim or suit 


settlement 









George Headrick 


Personal injuries (fracture of right hip, lacer- $1, 478. 00 
ation to forehead, and contusions to right 
leg) as the result of walking into Fire 
Department ambulance at 6th and F Sts. 
NW., on Oct. 1, 1957. 

Property damage to 1955 Chrysler sedan 386. 82 
when struck by a Fire Department car on 
Connecticut Ave. near intersection of 
Van Ness St. NW., on Feb. 10, 1958. 

Property damage to insured’s parked auto- 466. 41 
mobile struck by Division of Sanitation 
truck near the intersection of Mount 
Olivet Rd. and Trinidad Ave. NE., on 
Feb. 16, 1956 

Property damage to insured’s automobile 284. 34 
when struck by a Division of Sanitation 
truck in front of 4208 42d Pl. NW., on 
July 24, 1956. 

Property damage to 1955 Pontiac sedan 327. 54 
when struck by Department of Sanitary 
Engineering truck at the intersection of 
lst and E Sts. NW.., on July 24. 1956. 

Personal injuries (back injury to Mr. Queen Unstated 
and neck and back injury to Mrs. Queen) 
sustained when the car in which they 
were riding was struck from the rear by a 
Department of Sanitary Engineering 
truck at the intersection of Ist and E Sts. 
NW., on July 24, 1956. 

Personal injury and property danage [——————_—[—=— 
(severe sprain of right ankle and foot and 
contusions) as the result of a collision with 
Police Department scout car at intersec- 
tion of Ist St. and Missouri Ave. NW., on 
Aug. 19, 1957: 

Insurance company. ------ ieee 449. 51 


RPSL oe ee ee eer 543. 00 


$700. 00 


Dr. Bruno E. Werner...-- 


386. 82 


Industrial Insurance Co, (Eu- 


466. 41 
gene E. McCaleb). 


Motors Insurance Co, (Geral- 


284. 34 
dine F. Henry). 


Louise D. Washington___- 


327. 54 


Moses H. and Ora D. Queen... 1, 500. 00 


Georgetown Realty & Insur- 
ance Co. (Eunice M. 
Ennis): 


ceca Nee ne ees ack 992. 51 
Personal injuries (sprain of dorso lumbar 
spine, knee, mild concussion, and con- 
tusion of anterior rib cage) as the result of a 
fall over exposed end of a temporary as- 
phalt sidewalk on the south side of Texas 
Ave. SE., near its intersection with Ridge 25, 000. 00 
Rd. SE., on Mar. 23, 1956. 
Personal injuries (Colles fracture of left 3, 000. 00 
wrist, abrasions and contusions of both 
knees) as the result of a fall on the public 
sidewalk in front of 6420 14th St. NW., on 
Oct. 16, 1956. 


Mrs. Rosalyn Corso... . 


Mrs. Rose*Kullen............_- 








— 


amen EL Oa 





ae 


—— eee EE 


Ee 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 





617 








Claimant Nature of claim Amount of 


claim or suit 











Government Employees In- 


Property damage to Yorkonis automobile $364. 60 
surance Co. 


while parked in the 3700 block of Nichols 
Ave. SE, on Dec. 5, 1955, when struck by 
a tractor-trailer assigned to the Sanitation 
Division. 

Personal injuries (transverse laceration 3, 000. 00 
across bridge of nose) when her head went 
through the windshield while riding as a 
passenger in her husband’s car, which car 
struck an exposed manhole in the 5200 
block of 11th St. NE., on Mar. 28, 1954. 

Property damage to 1949 Cadillac sedan as 297. 39 
the result of a collision with a truck as- 
signed to the Electrical Division at the 
intersection of South Dakota Ave. and 
Kennedy St. NE., on June 28, 1957. 

Personal injuries (left chest wall and left 750. 00 
breast) as the result of a fall in the tree 
space at 26th and P Sts. NW., on Dec. 1, 
1956. 


SS eee 


a 


Severina Tuttle.........------ 


Wilbert Brown and Haywood 


Personal injuries (laceration to Mr. Brown’s 
Broom. 


nose, right elbow, shoulder, and back, and 
sprain of left ankle, bruises, and lacerations 
to Mr. Broom) and property damage to 
Mr. Broom’s car when it struck a water- 
filled depression in the roadway in the 1800 
block of Corcoran St. NE., on Sept. 6, 1955: 





SN: Boi vihd sc Rc hS coe och iin 25, 000. 00 
ES Sie icine, cig sinialwcd tn congnnanan ay 10, 000. 00 

Ns Saat odadtdaomibestebntenvdetenlonstanceon ; 

All-American Insurance Co. | Property damage to insured’s Pontiac sedan 251. 7. 


(Alonzo Banks). when struck by Sanitation Division trash 
truck on South Dakota Ave. and Riggs 
Rd. NE., on Jan. 9, 1956. 

ee damage to insured’s automobile 721. 57 
when struck by police patrol car at New 
Jersey Ave. and K. Sts. S.E., on June 14, 
1957. 

Mrs. Mary C. Hill...........- Personal injuries (cuts over right eye, bruises 2, 500. 00 

on shoulder, hip, and leg) as the result of 
fall on sidewalk on 18th St. NW., north of 

New York Ave., on May 4, 1957. 

Edwin 8. Sullivan...........- Personal injuries (sprain of cervical spine) 2, 500. 00 
and property damage to 1954 Chevrolet 
station wagon as a result of collision with 
a tractor-trailer truck assigned to the De- 
partment of Corrections on the 14th St. 
Bridge, on Mar. 29, 1956. 

Personal injuries to Mr. Eidsness (broken 90, 000. 00 
right leg) and claim by Mrs. Eidsness for 
loss of consortium as the result of male 
plaintiff falling on a defective and icy side- 
walk in the 2500 block of G St. NW., on 
Jan. 27, 1956. 

Emma Lawson. ............-- Personal injuries (cerebral concussion and 25, 000. 00 

multiple injuries) as the result of a fall on 

raised place in the sidewalk in front of 407 

8th St. NE., on June 14, 1956. 

NN i ee Personal injuries (badly scraped instep) re- 300. 00 


Travelers Insurance Co. 
(Haley’s Motor Co.). 


James I. and Helen C. Eids- 
ness. 


ceived as result of fall on manhole cover at 
18th and U Sts. SE., on Nov. 14, 1957. 

Personal injury to Mamie Jenkins (pain 
and suffering which resulted in miscar- 
riage), and property damage to automobile 
of Brunsdon, as the result of a collision 
with a Department of Highways and 
Traffic truck at Alabama Ave. and 38th 
St. SE., on July 18, 1957: 


Government Employees In- 
surance Co. and Mamie 
IIE cont, cebu normmanaae 


Government Employees Insurance Co-- 315. 00 

SU 5 GARY... Reddateaeccdunned 3, 000. 00 

acto a umenncdtsncbassuticueransdaew od 

Delano Reginald Hall_.......- Property damage to 1954 Mercury sedan 432. 99 


when struck by Department of Sanitary 
Engineering dump truck at 5th and H 
Sts. NW., on Oct. 1, 1958. 





Amount of 
settlement 


$364. 60 


1, 000. 00 


297. 39 


500. 00 


621. 57 


1, 500. 00 


1, 750. 00 


315. 00 
722. 68 


1, 037. 68 
432. 99 


19, 813. 58 
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JUDGMENTS 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document No. (86th Cong.), $30,219, together with 
such further sums as may be necessary to pay the interest at not exceeding 4 
percent per annum on such judgments, as provided by law, from the date the 
same became due until the date of payment. 











Amount of Costs Total 
judgment 
Robert H. Jones v. District of Columbia__......-.---..--------- kg $5, 000 
Annie F. Campbell v. District of Columbia..........----------- SDB issetehincs eigentael 15, 000 
OE OE ES REE TE a IS Eee $107 107 
pirat of Commits ¥. Kareueks; els: 22.5205. cell i ibs de... 81 81 
Meeaneti-y. Dipieiel of Colm Ons. oo on esc okcc nn ic 10, 000 31 10, 031 
ME chiller ane nadetinaindinct puncebodadiesndealedl 30, 000 219 30, 219 


AUDITED CLAIMS 


For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general or special 
funds of the District of Columbia as provided by law (D.C. Code, title 47, 
sec. 130a), being for the service of the fiscal year 1958 and prior fiscal years, 
as set forth in House Document No. — (86th Cong.), $147,484, together with 
such further sums as may be necessary to pay the interest on andited claims 
for refunds at not exceeding 4 percent per annum as provided by law (act of 
July 10, 1952, 66 Stat. 546, sec. 14d). 


Operating expenses, National Guard, 1954____--___________________ $213. 85 
Compensation and retirement fund expenses, 1957__._._____----_-_-- 52, 713. 75 
Operating expenses, Recreation Department, 1958________-_-----__ 163. 72 
I INR, nb  nimmees 94, 391. 90 

CN css ereodaceean etn EE Se i a Si a ali Ui se scp eeeeeresientomn meses 147, 483. 22 


LEAGUE OF WOMEN VOTERS OF THE DISTRICT OF COLUMBIA 


STATEMENT OF MRS. RICHARD SIMONSON, FIRST VICE PRESIDENT 


PREPARED STATEMENT 


Senator Pastore. Now we have Mrs. Simonson. 
Tam a fast listener; I hope you are a fast reader. 
Mrs. Simonson. Yes, Mr. Pastore I will do my best. 
Senator Pastore. All right. 

Mrs. Stmonson. I am Mrs. Richard Simonson, first vice president 
of the League of Women Voters of the District of Columbia. With 
your permission I will file this statement and just highlight what I 
consider the most important paragraphs. 

Senator Pastore. I will appreciate it. 

(The statement referred to follows :) 


STATEMENT OF LEAGUE OF WOMEN VOTERS OF THE DISTRICT OF COLUMBIA ON 
District oF COLUMBIA SUPPLEMENTAL REQUEST FOR 1959 By Mrs. RICHARD 
SIMONSON 


For many years the League of Women Voters of the District of Columbia has 
appeared at public hearings on the regular appropriation bills for the District. 
We have supported programs and budget items which our members have studied 
and agreed upon. We have also testified, when appropriate, for the taxes 
necessary to pay for these programs. This is the first time, however, that the 
league has appeared in behalf of a supplemental budget request. The reason, 
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of course, is fairly obvious: the present supplemental bill is of unusually critical 
importance to our city. 

The drastic cut by the House of Representatives in the 1959 supplemental 
funds is wholly unjustified and will have very serious effects on some municipal 
services if it is not restored. When the Congress passed the pay raise measures 
in the last session, knowing that District funds could not meet them, we believe 
that the Congress automatically assumed a moral obligation to provide the neces- 
sary money. As voteless citizens, we have no political weapons with which to 
threaten or cajole; we can only appeal to your conscience and moral sense to 
fulfill such an obligation. 

We are relieved that the House on the floor remedied part of the evil done by 
its Appropriations Committee. However, the Department of Public Health, 
which has been of particular concern to the League of Women Voters of the 
District, is still without the $470,000 it requires for 1959. The decision to 
spread the necessary personnel reduction among all 3,000 employees, giving each 
a 3-day furlough, makes the impact, perhaps, sound minor. It is not minor, 
though, when one considers the type of services involved. If you are a mother 
who has been waiting 3 months for an appointment at the mental health clinic 
for a troubled child, it is not minor to find the appointment postponed until the 
next fiscal year. If you are elderly and bedridden, it is not minor to have the 
scheduled visit by the public health nurse eliminated because she has been fur- 
loughed. If you are a needy child with an aching tooth, it is not minor to find 
that the school dental clinic is closed because of budget difficulties. If you are 
a patient in the District of Columbia General Hospital, it is not minor to find 
the shortage of nurses and attendants suddenly aggravated. 

We all can and should applaud the devotion of some Health Department em- 
ployees, such as those at the Southwest Health Center, who will volunteer to 
work unpaid. But it is truly a disgrace and a shame for the Capital of the 
world’s richest Nation to have to accept such sacrifices from its essential workers 
in peacetime. 

The pending cut in 1959 funds will also have serious results in the next fiscal 
year. The reduction in the base figures will wipe out most of the limited in- 
creases allowed by the House. The postponement of maintenance work, the 
exhaustion of drugs and supplies, the elimination of equipment purchases, all 
the expedients forced on the Department by this cut will result in using the 1960 
funds to make up this backlog. This is simply robbing Peter to pay Paul. In- 
stead of making steady progress, the Health Department will be trying to catch 
up to where it was before the distressing House action. 

Washington citizens are concerned about the budget reductions for other de- 
partments, notably Public Welfare, but I have limited my remarks to health 
because league members have studied it more closely. We appreciate the policy 
of this committee in regard to holding open hearings and are particularly grate- 
ful to have had this opportunity to express to you the earnest wishes of the 
District of Columbia League of Women Voters for restoration of the full sup- 
plemental request for the District. 


GENERAL STATEMENT 


Mrs. Stmonson. I am concentrating on the Department of Public 
Health because this is where the members of the League of Women 
Voters have given considerable sustained study and we are particu- 
larly concerned about the effects of the cut in the supplemental funds 
for this Department. 

The decision to spread the necessary personnel reductions among all 
3,000 employees as it has just been explained to you by Dr. Finucane— 
giving each one a 3-day furlough—may make the impact sound minor. 
But we feel it is not at all minor if we consider the type of services 
that will be affected. 

If you are a mother who has been waiting 3 months for an appoint- 
ment at the mental health clinic for a troubled child, it is not minor to 
find the appointment postponed until the next fiscal year. If you are 
elderly and bedridden, it is not minor to have the scheduled visit 
by the public health nurse eliminated because she has been furloughed. 
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If you are a needy child with an aching tooth, it is not minor to find 
that the school dental clinic is closed because of budget difficulties. 

If you are a patient in District of Columbia General Hospital, it 
is not minor to find the shortage of nurses and attendants suddenly 
aggravated. 

We all can, should applaud the devotion of some Health Depart- 
ment employees, such as those at the Southwest Health Center, who 
have said they will volunteer to work unpaid if necessary. 

But we feel it is truly a disgrace and a shame for the Capital of 
the world’s richest Nation to have to accept such sacrifices from its 
essential workers in peacetime. 

We have testified before you, Senator, and before the House com- 
mittee trying very hard to get certain increases in services, just a 
few have been allowed by the House, we are hoping for a little better 
from the Senate. 

But all of those will be jeoparadized, many of them lost, unless the 
supplemental funds for 1959 are restored. We feel that using up 
drugs, postponing equipment purchases, and all these other expedients 
= — Dr. Finucane has referred, are simply robbing Peter to pay 

aul. 

That is not economizing, that is not wise. I won’t take more than 
at the end of a long day, but we do appreciate the policy of your 
committee for holding open hearings, and we are grateful you are 
willing to hear citizens even at this late hour. 

Senator Pastore. Its an honor-and a pleasure to have you with us. 

Mrs. Staonson. Thank you very much. 


STATEMENT OF MRS. HAROLD N. MARSH 
GENERAL STATEMENT 


Senator Pastore. Mrs. Harold N. Marsh. 

Mrs. Marsu. Senator Pastore, I am appearing again before you. 
You know that I am a member of the Citizens’ Advisory Council to 
the District Commissioners; a member of the District of Columbia 
Regional Committee, Health and Welfare Council; a member of the 
Advisory Educational Council of Freedmen’s Hospital School of 
Nursing; a member of the Committee on the Representation of In- 
digents, Judicial Conference of the District of Columbia Circuit; a 
member of the Executive Committee of the Homemaker Service; and 
on several other boards in the field of health, welfare, and education. 

Washington has been our home since 1921; we have brought up our 
family here, and three of our sons are married and practicing lawyers 
living in the area. We have many grandchildren and we are deeply 
concerned about their welfare. My interest and concern over the 
past 20 years, while working as a volunteer, has been the health and 
well-being of the people of Washington. 

Today I represent no particular group. I speak as a long-time 
resident of this city, and I speak from deep conviction. I am sure 
you, gentlemen, are as anxious as we who appear before you and who 
live here, to have Washington stand out in splendor as the Capital of 
a great Nation. 

This afternoon, convening in your magnificent new Senate build- 
ing, there is convincing evidence of your feeling. Why are its 





ae oe UMS 


raw & & 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 621 


walls of marble, its furnishings of the best? Is it not because you 
have determined that the eyes of the world and your constituents now 
ouring in from all parts of the country must see only the finest? 
hen they will carry home the conviction that this is indeed a Capital 
City to be proud of. 

But splendid buildings, monuments, roads, and parks must have 
money to be properly maintained, and even then the picture will not 
be complete unless the people living here are well cared for, healthy, 
secure, and happy people. 

This will aaily come to pass if our District government has adequate 
funds to make it possible. Our officials and our citizenry are troubled 
and deeply anxious over the House cut of $1.3 million in supple- 
mental spending authority of District of Columbia funds; this on 
top of a shortage of $4 million in Federal money for pay raises is 
appalling. 

I quote from the Post of April 2, 1959: 


Is the country in such bad shape that it can’t afford to let playgrounds in 
the National Capital open on time? Are we so poor that 3,000 Health Depart- 
ment employees, the essentiality of whose jobs is not in question, must go 
without pay for even 3 days? 


The Senate simply must repair the thoughtless butchery of the supple 
mental appropriation bill, and somehow persuade the House that it has 
been mistaken, misguided, or both. It is impossible to believe that any Con- 
gressman can really think there is wisdom in such misgovernment—impossible 
to think that any who voted for these senseless reductions would not be willing 


to reconsider. 

And right here I feel there is an argument for a change in our local 
government. When it is possible for the needs of Washington to 
be so hurt, it is past time for central responsibility and citizens’ par- 
ticipation. Our Nation was built on the rights of the citizen. 

The democratic processes of self-government should prevail in the 
District of Columbia. The Congress is wrongfully addled with local 

overnmental details. Our congressional friends should be set free 
rom this burden. The U.S. Senate over the years has shown a desire 
to correct injustices under which the Washingtonians suffer. The citi- 
zens of Washington can be trusted if given the opportunity. 

And now let me turn back to an example of what will happen if 
these cuts persist. Without sufficient funds to pay the mandatory 
pay increases imposed by Congress on the District, our Health De- 
partment will have to furlough every one of their 3,100 employees for 
a minimum of 3 days. Think what this will do to the service for 

eople. 
7 The House cut of $469,925 will play havoc with the prenatal clinic, 
cutting down sharply on care to maternal cases; it will curtail the im- 
munization program, when fewer polio shots can be given; it elimi- 
nates the three physiotherapy aids asked for to help with the crippled 
children at the new Sharpe Health School, an item of around $11,000. 

This school started last autumn with 105 children, there are now en- 
rolled 160 children. These GS-3 aids are especially needed to aid the 
youngsters, and free the teachers for more important service. 

At District of Columbia General Hospital, where the medically in- 
digent sick must be taken in for care, owing to lack of personnel there 
may be delay in diagnosis and treatment possibly entailing most un- 
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fortunate consequences, and certainly longer hospitalization at added 
cost. 

I urge your consideration of these grim probabilities, and seek your 
help in allowing the full amount of the supplemental request by re- 
storing $469,925 to the Department of Public Health. 

And now turning to an example in the Department of Welfare. 

There was a startling news story on the front page of yesterday 
morning’s Post—an account of the escape of 34 defective youths from 
the Institution for Defective Delinquents at Jessups, Md. 

It is indeed fortunate that this did not happen at Children’s Center, 
the District’s institution at Laurel, Md., for well it might have. In 
the past month the runaway rate has doubled, for there is not adequate 
staff to stop planned escapes. 

With the young delinquents spring is always a period of great 
restlessness, combined with resentment over confinement. 

There are more fights, some injuries, more general disturbance at 
this time. Yet the staff is to be reduced still further if the House cuts 
in the supplemental stand. 

At Cedar Knoll, 264 boys and 172 girls, all delinquents are housed. 
Eight guard positions were specified for this institution. However, 
3 of these positions are frozen, and if the supplemental money is 
denied, 3 more positions will be dropped, leaving only 2 guards 
to watch over these 436 delinquents. 

At night there is at sere only 1 guard to watch out for fire or 
escape, covering 18 buildings and 178 acres of land. 

At Maple Glen, which houses 218 delinquents, there is no guard at 
night. 

One wonders how many Washingtonians realize the explosive im- 
pact of this situation. Certainly it gives us pause for thought, and I 
repeat it is sheer luck that Laurel was not on the Post’s front page 
yesterday along with Jessups, Md. 

At District Training School, the ratio of staff to the mentally re- 
tarded varies in the adult group as 1 to 25 and in the children’s group 
as 1to12. Ifthe cut in funds stands the ratio may jump 1 to 40. Can 
you imagine caring on this basis for these unfortunates many of 
whom have to be dressed and spoon fed ? 

The Department of Welfare will suffer an overall loss of 38 persons 
and 14 of these will be at Children’s Center. 

You now know what a critical effect this will have on these institu- 
tions for the delinquent and the mentally retarded children. 

I urge your consideration of the Public Welfare needs in asking you 
to restore the $146,000 to this Department, every dollar of which has 
been justified. 

During the year, I personally visit many times the institutions run 
with Government funds. I know the department heads, and many of 
the employees working under them. I know of their faithful, dedi- 
cated service. I know the tools they must have in order to be effective. 

This is why, Mr. Chairman and members of this committee, I have 
come before you today. I plead with you to do all in your power to 
restore these cuts to enable the District government to adequately take 
care of its people. 

Thank you for this opportunity to be heard. I appreciate your 
interest, and what you have done in the past, and what I am certain 
you are again going to do for us in the future. 
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Senator Pastore. Thank you, Mrs. Marsh, and let me just say this: 
You are a credit to any community. 
Mrs. Marsu. I am awfully interested. Thank you for listening. 


HEALTH AND WELFARE COUNCIL 


STATEMENT OF PHILIP WERNER AMRAM, CHAIRMAN, D.C. REGION 


GENERAL STATEMENT 


Senator Pastore. Philip Amram. 

Mr. Amram. Mr. Chairman, I am appearing here as the chairman of 
the District of Columbia region of the Heal:h and Welfare Council 
and I have been for the past year either chairman or president of 
United Community Services, the predecessor organization. 

We are the customary health and welfare council, or federation of 
charities or other or ganizations of similar name which represents the 
volunteers in the community of which Mrs. Simonson and Mrs. Marsh 
are distinguished examples. 

Obviously we strongly support the applications for the health, 
welfare, and recreation restoration. I will not go into that. It has 
been adequately covered. I want to make one very important point 
of policy, which I think has not appeared in previous years in similar 
presentations. 

That is the relationship between the position of private charity and 
the position of the public agencies in the general health, welfare and 
recrea‘ion field. 

The United Givers’ Fund this year in its campaign of last Novem- 
ber and December raised $6.6 million approximately which is the 
largest amount raised here I think ever in the history of Washington. 

After allowing for Red Cross, USO and other participants, the 
Health and Welfare Council received $3.9 million of which $2.6 
million was allocated to the District of Columbia charities, the bal- 
ance of $1.3 million to the charities of the two Maryland counties and 
the three in Virginia—Arlington, Alexandria and Fairfax. 

This two million six resulted in the underbudgeting of every one 
of the charities who are recipients of Red Feather money in the Dis- 
trict of Columbia. 

This means that these organizations do what they can for the pur- 
pose of taking care of health, recreation, and welfare needs of those 
who do not qualify by law as "recipients of tax- supported health, rec- 
reation, and welfare functions. 

Therefore, on behalf of those agencies, we have an enormous in- 
terest in the adequate appropriation of adequate funds for the public 
institutions. As you know very well, Mr. Chairman, through your 
experiences in Rhode Island and elsew here, there has grown up since 
the depression of 1931 a new concept of health, rec reation, and wel- 
fare providing for a division of funds between public funds and pri- 
vate funds. And the private funds are supposed to be appropriated 
and used through voluntary giving, through Red Feather campaigns 
for the benefit of those persons who are in need, but who do not qualify 
legally for one reason or another as eligible recipients of public funds. 

‘If the public funds are inadequate for the purpose, these people 
being in need and unable to supply their need from the public agen- 
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cies, necessarily turn to the Salvation Army and other private agencies 
for relief. 

If these tremendous cuts are retained, which I referred to in my 
letter addressed to you and Mr. Hayden and which I trust will be 
made a part of the record the result will be an extremely large addi- 
tional load on our private agencies which they are obviously unable 
to fulfill. If with a total budget of $2.6 million we are presently 
underbudgeted think of the result if there is thrown on us the equiva- 
lent of $300,000 or $400,000 of additional obligations to persons ob- 
viously in need. 

This will means 10, 15, or 20 percent additional load above that 
which we are presently unable to meet. A second point in the same 
area. 

Several of the public institutions operate by purchasing services 
from private charity. And frequently the District is unable for 
budgetary reasons to pay the fair cost. I can give two quick illustra- 
tions. First, the District’s Maternity Home for indigent patients from 
the Ionia R. Whipper Home, and pays $90 per month. 

The actual cost is $165 per month, and our UGF money largely 
finances this deficit. Secondly, in the St. Vincent’s and St. Joseph’s 
Catholic institutions for children which are operated at very low 
cost because they are operated by nuns, the District pays $55 per 
month and the actual cost is $112 per month. 

UGF money largely finances this deficit. We feel there is an obliga- 
tion to the 450,000 people or more who contributed to the United 
Givers’ Fund to see that their money is used for the purpose for which 
they give it, namely, not for the maintenance of obligations which le- 
gally fall within the concept of public funds. 

And that our funds should be reserved to take care of those persons 
ineligible for public assistance of various kinds and who need assist- 
ance beyond the eligibility rules. Therefore, I would like to leave 
with you and with the members of the committee the thought that in 
determining the budget of the District for health, welfare, and recre- 
ation, there is a point of view which is essential; namely, the mainte- 
nance of the proper relationship between the private contributors of 
this $6.6 million and these peoples’ payments for those who live or 
work in the District of tax money. 

They give to the United Givers’ Fund because they are asked to give 
for purposes which their taxes do not cover. If in turn this money 
they give voluntarily is used for purposes for which their taxes are 
supposed to be paid we run into impossible difficulties in the soliciting 
of red feather money in our campaigns. And I urge on the Congress 
and made the same point before the House committee, that the Con- 
gress must keep in mind in determining these health, welfare, and 
recreation budget items the maintenance within the District of the 
appropriate relationship between public and private charity, thank 
you very much. 

Senator Pastore. Thank you very much, Mr. Amram, for a very 
fine, an excellent presentation. The letter to which you referred will 
be placed in the record at this point. 
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(The letter referred to follows :) 


HEALTH AND WELFARE CoUNCIL 
OF THE NATIONAL CAPITAL AREA, 
Washington, D.C., April 3, 1959. 
Hon. JOHN O. PASTORE, 
U.S. Senate, Washington, D.C. 


DeAR SENATOR PasToRE: The District of Columbia region of the Health and 
Welfare Council is shocked and deeply concerned by the cut of $1.3 million of the 
supplementary appropriation to the District of Columbia. If this cut is not 
restored, it will result in suffering by the poor, the aged, the ill, and the disabled. 
It will cause irreparable harm to the whole community. We urge the restoration 
of the $1.3 million. 

The Health and Welfare Council speaks with authority based on experience. 
We are a voluntary organization of over 1,500 citizens and 200 agencies, the 
central planning agency for health, welfare, and recreation services throughout 
the National Capital area. We budget the money to local welfare agencies from 
the United Givers Fund. We have studied health and welfare services provided 
by the public agencies and by the voluntary agencies. 

Two items illustrate the critical and drastic effect of the cut: 

The sum of $146,000 was cut from the Department of Public Welfare. The De- 
partment’s caseload is increasing at an alarming rate. On March 20, 1959, the 
Department of Public Welfare carried on relief 11,125 cases. This is over 25,000 
people. The 11,125 cases represent an increase of about 3,000 since 1955, and an 
increase of 1,000 just in the last 6 months. 

We hear daily discussions of the magnitude of petty thievery, pursesnatching, 
and similar crimes. Hunger and deprivation bear an important relationship in 
this area. Yet the Department of Public Welfare has been forced as of April 1 
to cut the relief grants 15 percent below the standards of minimum decent sub- 
sistence. Voluntary charity has no resources which will make up the deficiency. 
We are sure that the Police Department is as concerned over the direct effect 
of this cut in relief standards as we are. 

HWC worked for over 5 years to get relief grants at the full amount needed for 
minimum standards of decent subsistence. Ten months ago the Department of 
Public Welfare was able to raise its relief grants to this level. This appropria- 
tion cut has forced the Department to again cut its grants below minimum decent 
subsistence. We urge the Congress to approve a supplementary appropriation 
in an amount sufficient to prevent suffering and hunger among the under- 
privileged in our community. 

An amount of $470,000 was cut from the Department of Public Health. The 
Department will furlough 3,000 employees for 3 days as a means of making up 
this cut. This is the loss of 36 man-years of food inspection, of milk inspection, 
of disease control, of care for the ill, of school nursing for children, and so on 
with the many vital services of our Health Department. Emergency reserves of 
drugs and other materials will be used up. The injury to our community from 
such a cut in the Department of Health will be certain and insidious. 

We implore the Congress to make a supplementary appropriation to the District 
of Columbia in keeping with our realistie and urgent needs. 

Sincerely, 
PHILIP WERNER AMRAM, 
Chairman, District of Columbia Region. 


District OF COLUMBIA MEDICAL SOcIETY 


STATEMENT OF HOWARD S. MADIGAN, M.D., REPRESENTATIVE OF 
THE PUBLIC HEALTH COMMITTEE 


GENERAL STATEMENT 


Senator Pastore. Our next witness is Dr. Howard S. Madigan. 

Dr. Mapiean. Mr. Chairman, I am Dr. Howard S. Madigan repre- 
senting the committee on public health. 

Senator Pastore. Give me an idea how long you are going to be, 
Doctor? 
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Dr. Mapiean. About 3 minutes. 

Senator Pasrore. Good. - I will hear you throughout. 

Dr. Mapiean. I represent the Committee on Public Health of the 
Medical Society of the District of Columbia. The privilege of ap- 
pearing before you in support of restoration of supplemental funds 
requested for this fiscal year is greatly appreciated. 

It is hoped that this testimony will emphasize the serious and detri- 
mental effect which the proposed reduction of the supplemental ap- 
propriation will produce. Of particular concern to us are the Depart- 
ments of Public Health and Welfare, two phases of municipal opera- 
tion which are vital to community well-being. 

Each group which voices support of congressional action to obviate 
the reductions in personnel and services necessary to comply with 
presently recommended fiscal restrictions considers full restoration as 
essential. 

However, although public health and welfare are closely inter- 
dependent and cannot really be separated, we realized it might be 
necessary for you to utilize a priority system in considering this 
problem. 

It appears prudent therefore to focus attention on one facet which 
should be accorded high priority, namely, the Department of Public 
Health. Lack of funds in this area can endanger public health 
throughout the community and exert an adverse effect on a major 
phase of Health Department function, namely, care of patients. 

The varied activities of the Department of Public Health, embrac- 
ing as they do the maintenance of proper standards to protect the 
people of the community, the conduct of programs to promote good 
health, and the care of the sick, are continuously in operation. 

Particularly with respect to the care of the sick this is a 24-hour-a- 
day. seven-day-a-week proposition. 

There is no surplus of personnel in any area in the Health Depart- 
ment but on the contrary, barely adequate number of people, and in 
some instances inadequate numbers of personnel. 

If the measures proposed to offset the lack of funds are implement- 
ed, namely, furlough of employees for 3 days or possibly more during 
this quarter, it will inflict a severe hardship upon the Department, 
and extremely demoralizing to the personnel. 

To obviate serious personnel deficiencies, some programs will have 
to be curtailed or discontinued; authorized personnel cannot be hired, 
and purchase of much-needed equipment must be deferred. 

These effects, coming at a time when our Department of Public 
Health is on the threshold of real progress toward achieving proper 
standards of functions, can only impose greater burdens, which indeed 
may prove insurmountable, and portend a dismal future. 

If the funds which are needed to finance pay increases authorized 
by Congress are refused, an acute situation detrimental to public 
health may develop, and a long-term impediment to progress will re- 
sult. 

Thus, the Department of Public Health, which provides such essen- 
tial services to the people of our Nation’s Capital, faces a critical sit- 
uation. The actual and potential cost in terms of human suffering 
and danger to public health greatly outweighs, I believe, the monetary 
cost involved in this supplemental request. 
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It is our sincere hope that this committee, realizing the vital im- 
portance of this matter to the citizens of the District of Columbia, will 
give favorable consideration to the restoration of the supplemental 
appropriation. 

Thank you for the opportunity to present this statement. 

Senator Pastore. Thank you, Doctor. 


NATIONAL COUNCIL OF JEWISH WOMEN 


STATEMENT OF MRS. IVAN P. TASHOF, PRESIDENT, DISTRICT OF 
COLUMBIA SECTION 


GENERAL STATEMENT 


Senator Pastore. Now we have Mrs. Ivan P. Tashof. Is that the 
Way you say it? 

Mrs. TasHor. Yes, thank you. 

I am Mrs. Ivan P. Tashof, chief of the National Council of Jewish 
Women, Washington section. 

For many years the National Council of Jewish Women urged the 
Congress to make relief payments meet at least a minimum standard 
of subsistence. Last year the Welfare Department was allowed the 
principle of a 100 percent of a minimum budget for these payments. 

Now the House cuts in our supplementary funds puts the District 
back where it was 10 months ago. If a Government undertakes to 
keep people from starving, it should do that, not just prolong the 

rocess. 

. We urge you to restore the full $9 million in supplemental funds for 
the District of Columbia. We urge you to do this for the welfare of 
the people on relief; for the security of the employees of the District 
who find themselves furloughed—after a pay raise given to them by 
Congress; and for the good of the community as a whole, which can- 
not afford to curtail essential police, health, and welfare activities. 

Thank you very much for this opportunity to speak to you. 

Senator Pasrore, Thank you very much, Mrs. Tashof. 


COMMUNICATIONS RECEIVED 


I have received a telegram from the Right Reverend Dun of the 
Episcopal diocese of Washington urging the appropriation of funds 
necessary to maintain essential services of the city. 

This telegram will be made part of the record. 

The record will also show at this point letters received from the fol- 
lowing organizations urging the restoration of funds for the Depart- 
ment of Health, Welfare, Recreation and other activities: 

Mark Winkler, chairman of the budget committee, Public Health 
Advisory Council; Mary Bourke, acting chairman, Public Welfare 
Advisory Council; Mary Lee McKenzie, president, Ben W. Murch 
Home and School Association; Barbara B. Luchs, playground chair- 
man, Ben Murch Home and School Association; Nathalie Cox, presi- 
dent, District of Columbia Congress of Parents and Teachers and Mrs. 
John E. Lawyer, legislative chairman, The Health School- Visiting In- 
struction Parent Teachers Association of the C. Melvin Sharpe Health 
School; George M. Pikser, Jewish Social Service Agency; Mrs. 
Percival J. Abelman, B’nai B’rith Council; Andrew Fowler, the 
Baptist Convention; Mary Werpe (Mrs. A. D.) ; Rolland G. Lamens- 
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dorf, Forest Hills Citizens Association; Quentin Banks, Federation 
of Civic Associations. 

These will be made part of the record. 

(The letters referred to follow :) 


WASHINGTON, D.C., March 26, 1959. 
Hon. JoHN O. PASTORE, 


Chairman, Appropriations Subcommittee for the District of Columbia, 
U.S. Senate: 

Today’s Washington Post and Times Herald story of the refusal of the House 
to restore the supplemental money requested by the District with the resulting 
reduction in minimum essential services for this city and actual physical depriva- 
tion for 24,000 needy persons prompts me to urge you to do everything in your 
power to right this. 

Rt. Rev. ANaeus Dun, 
Episcopal Diocese of Washington. 

(The record will also show at this point letters received from the 
following organizations, urging the restoration of funds for the De- 
partments of Health, Welfare, Recreation, and other activities: 

(Mark Winkler, Chairman, Budget Committee, Public Health Ad- 
visory Council. 

(Mary Bourke, Acting Chairman, Public Welfare Advisory 
Council. 

(Mary Lee McKenzie, president, Ben W. Murch Home & School 
Association. 


(Barbara B. Luchs, playground chairman, Ben Murch Home & 
School Association. 

(Nathala Cox, president, District of Columbia Congress of Parents 
and Teachers. 

(Mrs. John E. Lawyer, legislative chairman, Health School Visit- 
ing Instruction Parent Teacher Association. ) 

(The letters referred to follow :) 


PusLic HEALTH 


GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
PuBLIc HEALTH ADVISORY COUNCIL, 
Washington, D.C., April 6, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: The Public Health Advisory Council of the District of 
Columbia is seriously concerned with the threat of the curtailment of services in 
the Department of Public Health. This curtailment would be made necessary 
by the action of the House of Representatives reducing. the amount necessary for 
the Department of Public Health in the second supplemental appropriation 
bill, 1959, by the amount of $469,925. Of this amount, $293,985 is for direct pub- 
lic health and hospital services, and the remainder is for St. Elizabeths Hos- 
pital. 

Despite every economy measure by the Department of Public Health, a planned 
furlough of 3,000 employees for a period of at least three days would be necessary 
to compensate for the reduction in available funds. This reduction of 9,000 
man-days, concentrated in the last few months of the fiscal year, is extremely 
hazardous to the public health and the care of patients at District of Columbia 
General Hospital and Glenn Dale Hospital. 

The Public Health Advisory Council, representing the community at large, 
urgently requests that your committee recommend full restoration of the 
$469,925. We feel assured that you and your committee understand how vital 
to all of us residents of the District of Columbia are the clinical, inspection, 
and preventive services of the Department of Public Health and will give 
the Department’s request your utmost consideration. 

Sincerely yours, 


MARK WINKLER, 
Chairman, Budget Committee. 
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PUBLIC WELFARE 


GOVERN MENT OF THE DISTRICT OF COLUMBIA, 
DEPARTMENT OF PUBLIC WELFARE, 
Washington, D.C., April 6, 1959. 
Senator JoHN O. PASTORE, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR PASTORE: The Public Welfare Advisory Council is composed of 
12 citizens of the District of Columbia, appointed by the Commissioners to act 
in an advisory capacity to the Board of Commissioners and the Director of 
Public Welfare on public welfare matters affecting the general public. 

The Council was advised that the $146,500 cut ordered by the House of Repre- 
sentatives on the supplemental appropriation request for the fiscal year 1959 
would be apportioned as follows: 





IIT AO ead lpg nla neice $13, 500 
I es concent a hi a ha cn ainrereipciee acct oely 133, 000 
NN hae a ena ee tear nie el 146, 500 


The Director of Public Welfare advised that the personal services reduction 
would be effectuated by furloughing 38 employees for 30 days each and that 
the public assistance reduction would be effectuated by an across-the-board cut 
of 15 percent in public assistance payments. 

The Council deplores and regrets the action of the House of Representatives. 
It respectfully suggests that the Senate of the United States restore these cuts. 

Public assistance payments are made to those unfortunates who are unable 
to work—the aged, the disabled, the blind, and to minor children. Although 
strict regulations control their eligibility the number of cases continue to in- 
crease so that approximately 25,000 persons in the District of Columbia are, 
today, the recipients of public assistance payments. They are paid on the basis 
of a standard, which itself is based on minimum essentials. Any reduction in 
payments to these desperate people would jeopardize a most important com- 
munity service. It would be a false economy. 

The Bureau of Labor Statistics shows an increase of 3.2 percent in the Con- 
sumer Price Index from February 1957 to February 1959. It is illogical to 
reduce minimum payments to unfortunates when their cost of living has in- 
creased. This, we believe, would be difficult to explain to the recipients of 
public assistance. 

Further, we believe that a reduction of public assistance payments is an open 
invitation to increased delinquency and crime. An economy which results in 
increased expenditures for correcting thievery and deliquency is no economy at 
all. 

A recent report of the Director of Public Welfare showed an overall reduc- 
tion of the number of children involved in delinquent acts. We do not believe 
that this salutary record should, in any way, be jeopardized. 

We, therefore, earnestly request the Senate committee to restore the cuts 
made in the supplemental appropriation request for the fiscal year 1959. 

Respectfully submitted. 

Miss Mary BOuRKE, 
Acting Chairman, Public Welfare Advisory Council. 


RECREATION DEPARTMENT 


BEN W. MurcH HoME & ScHooL ASSOCIATION, 
Washington, D.C., April 6, 1959. 
Senator JoHN PASTORE, 
Chairman, Subcommittee on District of Columbia Appropriations, Senate Office 
Building, Washington, D.C. 


DEAR SENATOR PASTORE: The executive committee of the board of the Ben W. 
Murch Home & School Association urges the restoration of funds for the sup- 
plemental budget of the District of Columbia Recreation Department. 

We were distressed to learn that due to the cuts recommended by the House 
Subcommittee on District of Columbia Appropriations, Murch was among the 
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playground centers scheduled to lose its recreation pregram. This is of partic- 
ular concern to us for these reasons: 

(1) Murch parents have worked for the 30-odd years of the school’s 
existence for better recreation facilities for this area and for the whole city. 

(2) The Murch School population is more than 750, and the school at- 
tendance district covers a wide section of the city which contains no 
centrally located program other than that of Murch. The removal of this 
recreation program means that the nearest developed and active center 
will be more than a mile from Murch, mostly at places not easily accessible 
by bus. 

(3) Over the past few years there has been a great increase in the num- 
ber of residential units, including apartments, and therefore, of children 
in this neighborhood. 

(4) With the assistance of other citizens groups and friends, $800 of 
neighborhood-raised money has been invested in this play center, and we 
are spending another $500 this year to enhance its value as a recreation 
center. We have built three new pieces of play equipment, and improved 
a strip of land adjacent to the school which was loaned us by the National 
Park Service. 

(5) Plans for the development of another Recreation Department-owned 
area at Chesapeake and Connecticut have been hampered by lack of funds, 
and will probably not be forthcoming this year, if at all. 

(6) Disturbing incidents in our neighborhood have threatened the safety 
of our schoolchildren and made adequate supervision increasingly impor- 
tant. 

The Ben Murch School is located at 36th and Davenport Streets N.W., in 
a so-called privileged section of the city. Residents of this high-class residential 
area are for the most part families with children in one of the three public 
schools (Murch, Deal, and Wilson). You may recall that Deal is the site of 
the prospective Fort Reno Regional Recreation Center which has been sitting for 
yeors waiting for funds to develop it. 

We in this area are fortunate in having land which can be developed for recrea- 
tional purposes. We are also blessed in the generosity of our neighbors who 
have made possible much of what has been done in this area with investments 
of time and money, in addition to paying relatively high taxes and thus sup- 
porting city services, plus contributing to charitable and civic campaigns. How- 
ever, everything cannot be done by citizen contribution and we do not feel that 
it should. The services provided for us heretofore by the District of Columbia 
Recreation Department, though only on a part time basis, filled our needs and 
we do not want to lose them. At the same time we recognize how much similar 
services can mean to less privileged areas than ours who will now have to do 
without them unless the funds for the supplemental budget are restored to the 
District of Columbia Recreation Department. 

We sincerely hope your committee will act to restore these funds and thereby 
restore the services which they support. 

Sincerely yours. 


Mrs. C. Stewart McKeEnzir, President. 





RECREATION DEPARTMENT 


Aprit 6, 1959. 
Senator Cart HAYDEN, 


Chairman, Senate Appropriations Committee, 
Senate Office Building, 
Washington, D.C. 


DeAR SENATOR HaypEN: As playground chairman of the Ben Murch Home 
and School Association, and as a private citizen and resident of the Murch area, 
I would like to urge restoration of Recreation Department supplemental budget 
funds. One of the “casualties” of the budget cuts recommended by the House was 
our part-time Recreation Department program at the Ben Murch Elementary 
School. This program ran from April to October with supervision after 3 p.m. 
till 6 on school days, all day on Saturdays, and all through the summer months. 
It was scheduled to begin Easter week but due to a “freeze” on Recreation Depart- 
ment positions following the House budget cuts, our supervisor could not be hired 
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and the program cannot be initiated. We have had this program for several 
years, and it is the only one in our neighborhood within walking distance. 

Additionally, 2 years ago the National Park Service loaned us a bit of land 
which we developed with our own PTA funds and with the help of the Kiwanis 
Club of northwest Washington. Over the 2-year period $1,300 worth of equip- 
ment and improvements will have been made. This is important because prior 
to that the playground was quite barren and we have gone to a great deal of 
trouble and expense to develop it. Also, I would like to emphasize that in a two- 
mile square area, all residential, with a good deal of usable ground, there has 
never been enough Recreation Department money to provide even a ball field. 
Our Fort Reno Recreation Center, planned for years, has never been developed, 
nor has the Forest Hills playground. Residents of this area are very. interested 
in this problem and have backed it up with funds, largely through Christmas 
tree sales and other such projects. They would do even more, but cannot under- 
take some of the larger matters such as provisions of qualified supervision, etc. 
This we could formerly count on from the Recreation Department, and now they 
are not in a position to give us their help. 

I might add that certain disturbing incidents in this neighborhood (a Murch 
child was almost forced into a strange car recently), and accidents on the play- 
ground after school hours, make our parents reluctant to let their young children 
out in a completely unsupervised situation. 

We urge your help in getting funds restored to the D.C. Recreation Department 
which will benefit the whole city, as well as our area. 

Yours sincerely, 
Mrs. WALLACE LucHs, IJr., 
Playground Chairman, Ben Murch Home & School Association. 


District OF COLUMBIA CONGRESS OF PARENTS AND TEACHERS, 
Washington, D.C., April 3, 1959. 
Senator Cart HAYDEN, 
Senate Office Building, 
Washington, D.C. 


DEAR SENATOR HAYDEN: In recent weeks the membership of the District of 
Columbia Congress of Parents and Teachers has been very much concerned about 
the cuts made in the supplemental funds for the District of Columbia. 

As an organization dedicated to the improvement of our public schools, we 
were both relieved and grateful when House action restored enough funds to 
continue the normal operation of the schools until the June closing date. How- 
ever, aS an organization we are also devoted to the welfare of the children in 
this city, and we are alarmed at the significance of even a comparatively small 
cut in supplemental funds for the District. Cutbacks in both the Health and 
Welfare Departments will impair some of the services so necessary to children. 
The Welfare Department alone will feel it in such places as the Child Welfare 
Division, the Receiving Home, Junior Village, D.C. Training School where neces- 
sary furloughs will disrupt the personnel. 

For this reason we hope that the Senate Appropriations Committee will restore 
a substantial sum to the supplemental for the District of Columbia. 

Sincerely, 
Mrs. C. RuHopEs Cox, 
President, District of Columbia Congress of Parents and Teachers. 


The Health School-Visiting Instruction Parent Teacher Association of the 
C. Melvin Sharpe Health School deplores the reduction in the supplemental ap- 
propriations for the District of Columbia as made by a special deficiency unit 
in the House of Representatives, which takes $3.4 million from District of 
Columbia funds. This is proper action to be taken by our organization. 

Under the proposed reduction in the supplemental funds of the District of 
Columbia the staff of the C. Melvin Sharpe Health School, including the visiting 
instruction teachers, will be drastically affected. Fourteen of the teachers are 
rated “temporary.” Three positions are open at present which were expected to 
be filled. These three are for two teachers and one nursing assistant, and one 
teacher to be employed to fill the position of another teacher who is taking 
maternity leave early in April. In summation, there are 18 positions which will 
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be affected by the proposed reduction in funds and the resultant loss of salaries, 

We feel that the curtailment of the number of weeks of school in the educa- 
tional program is most undesirable. We object most strenuously to any reduc- 
tion in the number of school weeks. 

We also are in accord with the Congress of Parents and Teachers of the Dis- 
trict of Columbia in their protest to the above-mentioned reduction in the District 
of Columbia funds, and add our protest to theirs. 

Be it therefore resolved that the Health School-Visiting Instruction Parent 
Teacher Association of the C. Melvin Sharpe Health School protests to the 
Congress of the United States through the proper committees on Appropriations 
the proposed reductions of $3.4 million from the District of Columbia supple- 
mental funds. 
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Mrs. JoHN E. Lawyer, Legislative Chairman, 
WASHINGTON, D.C. 


WASHINGTON, D.C., April 7, 1959. 

Senator JOHN O. PASTORE, 
Chairman Subcommittee of the Senate Appropriations Committee, 
Washington, D.C.: 

The B’Nai B’rith council of metropolitan Washington in meeting April 6 unan- ' 
imously adopted the following resolutions: 

1. We are deeply interested in the health, welfare and educational needs of 
your community and we urge the Senate to restore the cuts made by the 
House in the supplemental funds requested by the District of Columbia for this 
fiscal year. 2. We deplore the reduction in funds for mental health services 
from the proposed budget for the next fiscal year. We urge a special appro- 
priation. 


—_—an fh hu lh, 


Mrs. Perctvat J. ABLEMAN, 
President B’nai B’rith Council of Metropolitan Washington. 


JEWISH SocraL SERVICE AGENCY AND JEWISH FOSTER HOME, 
Washington, D.C., April 8, 1959. 
Senator Jonn PASTORE, 
Chairman, Subcommittee for Appropriations, Senate District Committee, Senate 
Office Building, Washington, D.C. 


DeaR SENATOR PasTORE: I have been authorized by the executive committee 
of the Jewish Social Service Agency to write you expressing our strong wish 
that the Senate restore those funds to the District of Columbia appropriations 
bill which are necessary to continue the programs of the Department of Health 
and Welfare. 

As a social agency continuously and closely involved with helping people 
who are beneficiaries of both programs, we can tell you that the reductions, 
particularly of those of the Department of Public Welfare will cause suffering, 
hardship and privation, which no Senator or Congressman would knowingly 
inflict upon Americans. I urge you to do all in your power to remedy this 
situation. 

Very truly yours, 
GEORGE M. PIKSER, 
Executive Director. 


THE Baptist CONVENTION OF THE DISTRICT OF COLUMBIA AND VICINITY, 
April 8, 1959. 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, U.S. Senate Office Building, Wash- 
ington, D.C. 


Dear Sir: The members of the Baptist Convention are alarmed because of 
the cuts made by the House in the District’s supplemental spending request for 
this fiscal year. We are particularly disturbed because of what the cut will do 
to health, education and welfare. The dangers are grave and manifold. 

In the interest of better homes, better children and better citizens, we hope 
you will use your influence to restore necessary funds for the good of the 
community. 

Yours sincerely, 


ANDREW FOWLER. 
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April 6, 1959. 
Hon. JoHN PAsTorEF, 
U.S. Senate, Washington, D.C. 


Deak SENATOR PastTORE: As you are chairman of the Appropriations Subcom- 
mittee in handling the city’s budget for the District’s current fiscal year I trust 
you will give the situation a thorough analysis, based upon the other side of the 
picture namely the humanitarian aspect. 

With the ever increasing inflation and spiraling cost of living in the Wash- 
ington, D.C., Nation’s Capital area, it seems to me as one of the many now 
caught in the squeeze (financially speaking) that it would prove to be penny 
wise and pound foolish to legislate such an austerity program, now that the 
eurrency is also deflationary in value. 

At this hazardous and crucial time of the District of Columbia’s allocation of 
funds, it would be more than perilous to consider anything less than the greatly 
needed full restoration or half of the supplemental replacement, as it would 
cause undue hardship and privation among the needy, to say the least of chaos 
and extremely lowered morale among the city employees in their respective 
branches of government. 

If I may state at this time, many of the presently affected people have been in 
the past substantial taxpayers and they are now greatly deserving of full con- 
sideration, in view of the fact, there are no lucrative positions at this time due 
to the economic depression we are suffering. 

Thanking you to give the above your earnest and personal attention, along 
with your cooperative colleagues, I remain, 

Yours very truly, 
Mrs. A. D. WERVE. 


Forest Hiits Citizens ASSOCIATION, INC., 
Washington, D.C., April 7, 1959. 
Senator JoHn O. PAsTORE, 
Chairman, Senate Subcommittee on District of Columbia Appropriations, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR PASTORE: Last night, at a regular meeting of the Forest Hills 
Citizens Association held at Brandywine Apartments, 4545 Connecticut Avenue, 
NW., the following resolution was unanimously passed and, as president of the 
Forest Hills Citizens Association, I was requested to forward same directly to 
you. 

“Whereas the Forest Hills Citizens Association has in its environs three 
schools and one proposed reereation area to serve one of the finest residential 
areas in the city, with a large number of children among its population; and 

“Whereas none of the schools or the recreation area have been developed for 
the use of these children for recreational purposes after school hours; and 

“Whereas it has been brought to our attention that the single part-time rec- 
reation service in the area has been eliminated due to congressional fund cuts; 
and 

“Whereas this situation applies to other perhaps less privileged areas of the 
city as wellastoours. Beit therefore 

“Resolved, that the Forest Hills Citizens Association urges installation of sup- 
plemental appropriation for the Recreation Department of the District of 
Columbia.” 

Respectfully yours, 
RoLtAND G. LAMENSDORF, 
President, Forest Hills Citizens Association. 





FEDERATION OF Crv1c ASSOCIATIONS, INC., 
Washington, D.C., April 7, 1959. 
Hon. Cart HAYDEN, 
U.S. Senator, Chairman of the Supplemental Appropriation Hearing. 


Dear Sir: The Federation of Civic Associations, Inc., of the District of 
Columbia, representing 39 organized bodies of citizens has as one of its avowed 
purposes the promotion of good and efficient government in the District of 
Columbia. In this regard, it has come to the attention of the federation that the 
second supplemental appropriation bill for fiscal year 1959, as approved by the 
House of Representatives, has severe budgetary reductions from the requests of 
the District of Columbia. 
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We understand that the drastic reductions necessitate the curtailing of vita] 
community services as well as the furloughing of large numbers of employees of 
the several departments in the District of Columbia government. 

In view of the efforts and appropriations for urban renewal and redevelopment 
in the area, it is somewhat inconsistent to neglect essential services sorely needed 
to maintain decent, wholesome, and healthy living. Unless the supplemental 
appropriations are restored to the minimum requests of the District of Columbia 
government, it is our belief that the reductions will have the latter effect. 

We are confident that the requests of the Board of Commissioners of the 
District of Columbia, is predicated upon a sincere and diligent effort to provide 
the citizens of the District of Columbia with efficient government. Nothing 
short of their budgetary requests should be appropriated. 

QUENTIN W. BANKs. 


METROPOLITAN BAPTIST CHURCH, 
April 10, 1959, 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, U.S. Senate Office Building, 
Washington, D.C. 

Dear Sir: Because of the extreme high cost of living and the increasing diffi- 
culty of subsistence, especially for many of our aged citizens, we, the Civic Action 
Committee of the Baptist Ministers’ Conference of the District of Columbia and 
vicinity, are asking that the Senate Appropriations Committee use its influence to 
restore the money cut by the House in the District’s request for supplemental 
spending. 

Gratefully yours, 
Civic ACTION COMMITTEE, BAPTIST 
MINISTERS’ CONFERENCE, 
E. C. SmituH, Chairman. 
R. R. Rowrnson, Secretary. 


Feperat MepiaTion AND CoNCILIATION SERVICE 


Senator Hizi. The committee has received a letter from the Direc- 
tor of the Federal Mediation and Conciliation Service advising that 
the Service is not appealing for the restoration of the $25,400 reduc- 
tion made by the House in its supplemental estimate. The letter will 
be printed for the information of the committee and of the Senate. 

(The letter referred to follows :) 


FEDERAL MEDIATION AND CONCILIATION SERVICE, 
OFFICE OF THE DIRECTOR, 
Washington, D.C., April 13, 1959. 
Hon. Lister Hi, 
Chairman, Labor, Health, Education, and Welfare Subcommittee of the Senate 
Committee on Appropriations, U.S. Senate, Washington, D.C. 


DEAR SENATOR HILL: The Federal Mediation and Conciliation Service will not 
request restoration of the 10 percent House reduction in supplemental funds for 
fiscal year 1959. , 

Although the major portion of the reduced amount would have been used for 
constructive purposes in our operations this year, we will temporarily defer the 
filling of vacant positions and other commitments to permit absorption of the 
$25,400 reduction. This does not imply that a similar reduction may be made 
in our 1960 budget, as our projected level of work volume and financial require- 
ments will necessitate the full amount which I have requested in my presenta- 
tion to the House committee. 

Sincerely, 


JOSEPH F.. FINNEGAN, Director. 
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Wace Boarp INCREASES 
(See p. 303) 


(The following revised and enlarged statement, in addition to that 
appearing on p. 3038, regarding wage board pay increases was later 
received from the Department of Health, Education, and Welfare in 
response to a request from the committee :) 


STATEMENT ON ADMINISTRATION OF WAGE BOARD PAY INCREASES 


Under section 202(7) of the Classification Act of 1949 (5 U.S.C. 1082(7)) cer- 
tain types of employees in unskilled, semiskilled, or skilled manual labor occu- 
pations are exempted from the basic compensation schedules of the act. The 
pertinent provisions of the act are as follows: 

“Section 1082. Positions exempt. 

“This chapter (except title XII shall not apply to— 


* * * * * 


“(7) employees in recognized trades or crafts, or other skilled mechanical 
crafts, or in unskilled, semiskilled, or skilled manual-labor occupations, and 
other employees including foremen and supervisors in positions having trade, 
craft, or laboring experience and knowledge as the paramount requirement, 
and employees in the Bureau of Engraving and Printing the duties of whom 
are to perform or to direct manual or machine operations requiring special 
skill or experience, or to perform or direct the counting, examining, sorting, 
or other verification of the product of manual or machine operations: Pro- 
vided, That the compensation of such employees shall be fixed and adjusted 
from time to time as nearly as is consistent with the public interest in ac- 
cordance with prevailing rates: Provided further, That whenever the Civil 
Service Commission concurs in the opinion of the employing agency that in 
any given area the number of such employees is so few as to make prevail- 
ing rate determinations impracticable, such employee or employees shall 
be subject to the provisions of this chapter which are applicable to positions 
of equivalent difficulty or responsibility.” 

It is further provided in the general provisions of the act (5 U.S.C. 1072a) 
that the Civil Service Commission is authorized to issue such regulations as 
may be necessary for the administration of section 1082(7) and other sec- 
tions. No regulations pertaining to the development or administration of wage 
and salary schedules for the employees exempted by section 1082(7) from the 
basic compensation schedules of the act have been issued by the Civil Service 
Commission. The salary and wage schedules of such employees are determined 
by each department of the Federal Government under the general authority 
granted to the head of each department by 5 U.S.C. 22 to “prescribe regula- 
tions, not inconsistent with law, for the government of his department, the 
conduct of its officers and clerks, the distribution and performance of its busi- 
ness, and the custody, use, and preservation of the records, papers, and property 
appertaining to it.” 

The authority to determine wage and Salary schedules for exempted occupa- 
tions, often called wage board or prevailing wage rate schedules, has been dele- 
gated within the Department of Health, Education, and Welfare to the Di- 
rector of Personnel, the Deputy Director of Personnel, and to the Chief and 
Assistant Chief, Operations Branch, Division of Personnel Management. In the 
Washington, D.C., area, four distinct wage and salary schedules are in effect 
for prevailing wage rate employees of the Department of Health, Education, 
and Welfare and its constituent agencies. Each of the schedules is arrived 
at through an annual survey of prevailing wage rates for similar jobs in the 
Washington, D.C., area. The surveys are made in cooperation with other Fed- 
eral agencies employing similar types of personnel. In general, the agency 
which has the largest number of such employees conducts the survey and de- 
velops the new schedule, which is then applied by the other agencies involved. 
The rug agencies generally contribute personnel to aid in the collection of wage 
rate data. 

Employee groups are also consulted in determining (1) the geographical area 
to be covered by the survey, (2) the list of firms from which wage data will be 
sought, and (3) key jobs for which data will be sought. 

The procedure followed for each schedule in the Washington, D.C., area is 
outlined below: 

(1) Lithographic wage schedule rates are set on the basis of wage surveys 
made by the Interdepartmental Lithographic Wage Board, consisting of repre- 
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sentatives of all Federal Departments and Agencies which have reproduction 
plant employees. Each Department contributes data collectors to aid in the 
collection of wage rate information. The Interdepartmental Wage Board was 
established by voluntary agreement among the participating Federal agencies, 
The schedules established by the Board are put into effect by the participating 
agencies, usually without change, although they are not legally binding. 

(2) Regular wage schedules: Trades, crafts, and laboring jobs not included 
in the lithographic, food service, or laundry schedules are paid on the regular 
wage schedule. The rates are administratively set by each Department on the 
basis of prevailing wage rate surveys conducted by the General Services Ad- 
ministration and the Navy Department. Other Federal agencies, including 
the Department of Health, Education, and Welfare, the Veterans’ Administra- 
tion, the Treasury Department, and the District of Columbia furnish personnel 
to aid in the collection of wage data. The General Services Administration 
promulgates a proposed wage and salary schedule, which is generally applied 
by the other interested agencies without significant deviation. 

(3) Food service wage schedule: The Department of Health, Education, and 
Welfare conducts a periodic survey of local wage rates in food service occupa- 
tions. The Veterans’ Administration and the District of Columbia narticipate 
in the surveys. The wage and salary schedule is developed by the Department 
of Health, Education, and Welfare, and is applied by the Veterans’ Administra- 
tion and the District of Columbia bv informal agreement of those agencies. 

(4) Laundry workers wage schedule: Surveys of wage rates of local laundry 
employees are conducted by the Army and Air Force Wage Board. The Depart- 
ment of Health, Education, and Welfare, the Veterans’ Administration, and the 
District of Columbia participate in the collection of data, and use the informa- 
tion provided by the Army and Air Force Wage Board to promulgate wage and 
salary schedules for their employees. 

Prevailing rate system wage and salary schedules, when increased as a result 
of a survey, are required by law to be put into effect within a reasonable period 
of time after a wage survey has been ordered. The pertinent sections of Public 
Law 85-872. enacted by the 85th Congress (72 Stat. 1696) are quoted below: 

“Be it enacted by the Senate and House of Representatives of the United 
States of America in Conaress assembled, That each increase in rates of basic 
compensation granted, pursuant to a wage survey, to emnloyees of the Federal 
Government or of the municinal government of the District of Columbia whose 
compensation is fixed and adjusted from time to time as nearly as is consistent 
with the public interest in accordance with prevailing rates under authority of 
section 202(7) of the Classification Act of 1949 (5 U.S C. 1082(7)) or section 
7474 of tit'e 10 of the United States Code shall become effective, as follows: 

“(1) if the wage survey is conducted by a department or agency (either alone 
or with one or more other departments or agencies) with respect to its own 
employees, such increase shall become effective for such employees not later than 
the first dev of the first pav period which begins on or after the forty-fifth day, 
excluding Saturdays and Sundays, following the date on which such wage sur- 
vey was ordered to be made; and 

“(2) if the wage survey is conducted by a department or agency (either alone 
or with one or more other departments or agencies) and is utilized by any de- 
partment or agency which did not conduct such wage survey. such increase shall 
become effective, for the employees of the department or agency utilizing such 
wage survev, not later than the first day of the first pay period which begins on 
or after the twentieth day, excluding Saturdays and Sundays, following the 
dste on which the department or agency utilizing such wage survey receives the 


data co"ected in such wage survey and necessary for the granting of such 
increase.” 


WAGE BOARD PAY INCREASES AT FREEDMEN’S AND ST. ELIZABETHS HOSPITALS 


The wage board pay increases at Freedmen’s and St. Elizabeths Hospitals, 
for which supplemental appropriations for fiscal year 1959 have been re- 
quested. arise from new food service, laundry, and regular wage schedules, all 
of which became effective January 11, 1959. 

A survev of prevailing wage:retes in food service occupations was conducted 
by the Denartment of Health. Education, and Welfare November 24, through 
December 5, 1958. On December 19, 1958, a new food service wage schedule, 
effective the first pay period after January 2, was issued. The new schedule 
called for an average pay increase of approximately 12 cents per hour. 

A survey of laundry pay rates was conducted by the Walter Reed Army 
Mendical Center for the Army-Air Force Wage Board from November 12 
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through December 1, 1958. On December 19, 1958, the Department of Health, 
Education, and Welfare issued a new laundry wage schedule, which estab- 
lished a new grade structure, but no increase in pay rates, to be effective the 
first pay period after January 2. 

Surveys of other pay rates, included in the regular wage schedule, were car- 
ried out by the Navy Department from November 12 to December 3, 1958, and 
by the General Services Administration from November 19 to December 18, 1958. 
A new regular wage schedule was issued by the Department of Health, Educa- 
tion, and Welfare on December 19, 1958, to be effective the first pay period 
after January 2, 1959. The new schedule called for an average pay increase 
of approximately 12 cents per hour. 

All three of the new wage schedules established a new grade structure which 
resulted in a reduction in the number of grades above grade 6. Twenty-three 
grades (WB-6 through WB-28 and above) were consolidated into 12 new 
grades. In some cases, the conversion to the new grade structure involved pay 
increases. 

The estimated cost of putting into effect the pay increases and grade changes 
required by the new schedules for the remainder of fiscal year 1959 at St. 
Elizabeths Hospital is $95,000, broken down as follows: 


INNER NOs UN sc Goes lcs ecco ceinesnmenecouieed $33, 907 
IER DE 1 NO a eas ids stance Sasi wg 263 
I NI CTC a ease eas ecm lade ca weesdncemcmeneces 60, 830 

es cae aR 95, 000 


Of this amount the share to be derived from appropriations for care of non- 
reimbursable patients is $19,000. The balance of the wage board costs will be 
met from increased reimbursements for care of reimbursable patients. 

The estimated cost of putting into effect the new wage schedules for the 
remainder of fiscal year 1959 at Freedmen’s Hospital is $20,500, broken down 
as follows: 


IN SI RN ene cee cdentichdy aime eniectitgiensnredenlectinensioce-ennmemensetnnapias $8, 897 

I REE SOIR a sgl a iatacrnrsiccreb bdo et sre tolerant nih ca wie 943 

SONS COI snes eine wennionp nea itiowreennewesens ees 10, 660 

I sig cc ns rts gala gaan ih ct es ots ds op cn os ea 20. 500 

A supplemental appropriation for the full amount of the increase has been 
requested. 


Copies of the new wage schedules are attached. 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
WAGE AND SALARY SCHEDULES, PREVAILING RATE SYSTEM JOBS, DEC. 19, 1958 


Food service wage schedule, Washington, D.C., metropolitan area ! 


























[Shift differentials: 2d shift, 10 percent; 3d shift, 10 rercent. Location: Freedmen’s Hospital, St. Fliza- 
beths Hospital.] 
Hourly rates of pay ; Hourly rates of nay 
W grade 3 7 W grade belie aati ig a . 
Step 1 Step 2 Step3 || Step 1 | Step 2 | Sten 3 

ae 1,19 | 1, 25 On a ead 2,49 2, 5h 2. 68 
TER 1,%| 1,33 RE ices bawrtineie 2,76 | 7,00 | 3° 05 
rE 1, 35 1, 42 ROM NO eo ees 2,95 | 3.10 | 3% 
a 1, 43 | 1, £0 1, 58 |) 14......--.--.-----. 3.14 | 3, 30 | 3.47 
| 1,50} 1,58 | BATE Di iccnenpenenintens 3,34 3.5? | 37 
Deen chiewmnnnses 1,65 1,74 PE Peek cthiedesraasdel 3, 57 3. 76 | 3.95 
Pawan -nnn-----0---- 1, 81 1,90 2,00 || 17......-----.------ 3,81} 4,01 | 421 
ind dcnaienises 1, 96 2,05 2,146 
BO binchee 20 2, 22 2, 33 | 
| Sa | 2, 26 2, 38 2, 50 | 














1 Sunersedes food service wage schedule dated Mar 17, 1958. 
NotE—To be effective at the beginning of the Ist pay period after Jan 2, 1959. 


WiiuiamM Director, 
Assistant Chief, Operations Branch. 





638 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Regular wage schedule, Washington, D.C., metropolitan area ! 


[Shift differentials: 2d shift, 10 percent; 3d shift, 10 percent] 


























Hourly rates of pay Hourly rates of pay 
W grade W grade 
Step 1 Step 2 Step 3 Step 1 Step 2 Step 3 

ede aaasiearatyaediaeeranate 1.28 1.35 1. 42 a nak name 2. 49 2. 62 2.75 
Bese il. sbdeed 1. 45 1. 53 1.61 ateteseethawcbads 2. 58 2. 72 2. 86 
We iskeiasetieclakecdibc lester inal 1. 62 1.71 1.80 - ee ee 2. 76 2. 90 3. 05 
aia ieael 1.79 1. 88 1,97 eae ia tiieitihette 2. 95 3. 10 3. 26 
tet taasieenaienirereeorar ia 1. 96 2. 06 2.16 eae cndcetrateate saree 3.14 3. 30 3. 47 
MGT cds 2. 06 2.17 2. 28 Bicbibhohaddndwaks 3. 34 3. 52 3.70 
Diepticatintectuhiedeks 2.17 2. 28 I a cient ieamen cs 3. 57 3. 76 3. 95 
alae ean ilar 2. 28 2. 40 Pa hentia manll 3. 81 4.01 4.2] 
Dich Mere cman ees 2. 38 2. 51 2. 64 





1 Supersedes regular wage schedule dated Mar. 14, 1958. 
NotTE—To be effective at the beginning of the lst pay period after Jan. 2, 1959. 


Witiram DrIRecTor, 
Assistant Chief, Operations Branch. 


Laundry wage schedule, Washington, D.C., metropolitan area ' 


(Shift differentials: 2d shift, 10 percent; 3d shift, 10 percent] 


Hourly rates of pay Hourly rates of pay 














|| 
ter | W grade 








W grade Re eh 
de ae 
Step 1 DO: pA Step 2 PAS : 3 Step 1 Step 2 Step 3 

Ristibintatnginipetis nin ahewiiee 1.00 1.05 SPS a 2. 09 2. 20 2.31 
Dds dig acivesoori-anite 1. 04 1.09 RO MiB a csccracstccoeses 2. 42 2. 55 2. 68 
ED co ccininiiaciiadia eee 1.07 1.13 nin tical Alecia canteen 2. 76 2. 90 3.05 
EES EE 1.11 1.17 1. 23 Padicbtn Rene canst 2. 95 3. 10 3. 26 
Showed seasneecnedwee 1.15 1.21 Ril Rncetiineetceteeen 3. 14 3. 30 3. 47 
nt 1. 23 I. 29 I tiie ahi biacemenirs 3. 34 3. 52 3. 70 
Tid dl ewumienne 1.35 1,42 Ce rt cocina iia iinihcs 3. 57 3. 76 3. 95 
Pibivesalens Oca tine 1. 51 1. 59 BE OE BP tie wim oneceetinads 3. 81 4.01 4. 21 
Didcneinshguk—saens 1.79 1,88 1.97 


1 Supersedes laundry wage schedule dated Mar. 17, 1958. 
NotE—To be effective at the beginning of the lst pay period after Jan. 2, 1959. 


WituramM DireEcTor, 
Assistant Chief, Operations Branch. 


COMMITTEE RECESS 


Senator Pastore. Is there anyone else who cares to be heard? 
There being none, the hearing will come to a close and thank you very 
much. 

(Whereupon, at 6:35 p.m., Wednesday, April 8, 1959, the hearing 
recessed, to reconvene at 10 a.m., Thursday, April 9, 1959.) 











SECOND SUPPLEMENTAL APPROPRIATIONS BILL FOR 
1959 


THURSDAY, APRIL 9, 1959 


U.S. SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a.m., pursuant to recess, in room 1224, 
New Senate Office Building, Hon. Carl Hayden (chairman) pre- 
siding. 
Present: Chairman Hayden, Senators Ellender, Holland, Stennis, 
Saltonstall, Young, Mundt, Smith, Dworshak, and Allott. 


MUTUAL SECURITY PROGRAM 
DEVELOPMENT LOAN FuND 


STATEMENTS OF HON. CHRISTIAN A. HERTER, ACTING SECRETARY 
OF STATE, AND HON. DEMPSTER McINTOSH, MANAGING DIREC- 
TOR, DEVELOPMENT LOAN FUND, ACCOMPANIED BY HON. WIL- 
LIAM B. MACOMBER, JR., ASSISTANT SECRETARY OF STATE FOR 
CONGRESSIONAL RELATIONS; JOHN 0. BELL, SPECIAL ASSISTANT 
FOR MUTUAL SECURITY COORDINATION; HART PERRY, DEPUTY 
MANAGING DIRECTOR FOR LOAN OPERATIONS, DEVELOPMENT 
LOAN FUND; AND JOHN E. MURPHY, ASSISTANT DEPUTY DI- 
RECTOR-CONTROLLER, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 


INTRODUCTION OF MEMBER OF GERMAN PARLIAMENT 


Chairman Haypen. The committee will be in order. 

It may interest members of the committee to know that the Demo- 
cratic member of the German Parliament is present today, Mr. Hans 
Mertn. I wish he would stand up so the committee could see him. 
{ Applause. ] 

We have this morning the Acting Secretary of State, Mr. Christian 
A. Herter, who will testify on the Development Loan Fund. 

You may proceed, Mr. Secretary. 


AMOUNT REQUESTED 


Mr. Herter. Mr. Chairman, I welcome this opportunity to appear 
before you today in support of the President’s request for a mutual 
security program supplemental appropriation of $225 million for the 
Development Loan Fund. I urge your approval of the full amount 
of this request which we regard as essential if the Development Loan 
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Fund is to continue as an effective instrument in support of our policy 
of achieving economic development in the less developed areas. 

I shall speak today principally on the importance of the Develop- 
ment Loan Fund to our foreign policy. Under Secretary Dillon, 
who is both Coordinator of the mutual security program and Chair- 
man of the Board of the Development Loan Fund, had hoped to be 
here to discuss the Fund’s loan record and policies. As you know, 
however, he is now in New Zealand representing the United States at 
the annual meeting of the Southeast Asia Treaty Organization. 

(See letter from Mr. Dillon, pp. 948-949. ) 

Mr. Herrer. Mr. Dempster McIntosh, Managing Director of the 
Development Loan Fund, is here and will discuss the details of its 
operations with you. 


OBJECTIVES OF FOREIGN POLICY 


The Development Loan Fund is an important instrument of our 
foreign policy. Therefore, before I take it up directly, let me refer 
briefly to the underlying objectives of our foreign policy to which it 
relates. I believe there are three which stand out : 

First, we are trying to establish a stable world order, built on a 
durable peace. 

Second, we are encouraging the economic growth of free nations, 
for both practical and humanitarian reasons. 

Our third objective is to gain ever-widening acceptance of the idea 
of freedom and the dignity of the human individual. 


ROLE OF ECONOMIC DEVELOPMENT IN OUR FOREIGN POLICY 


There are many means by which we seek to achieve these objectives, 
but economic development in the less developed areas plays an essen- 
tial role in the attainment of all of them. The economic hopes and 
aspirations of the peoples of the less developed areas are powerful 

realities of our era and pose a challenge for the entire free world. 
These hopes and aspirations manifest themselves in an economic and 
social revolution which is sweeping the underdeveloped two-thirds of 
the free world. We cannot ignore this revolution because its out- 
come is important to our own security and welfare. The great ques- 
tion of the age is whether the peoples of these underdeveloped areas 
will choose to progress through instruments furthering individual 
liberty and democratic principles or adopt instead a “totalitarian 
system. The Sino-Soviet bloc is well aware of the opportunities pre- 
sented by this situation. In the last 4 years Communist economic 
assistance to a selected few of the less developed countries has 
amounted to $1.7 billion. Furthermore, such assistance is increasing 
and the area of its coverage is expanding. 


COMMUNIST PRESENCE ONLY INTENSIFIES PROBLEM 


I wish to stress however that the efforts of Communist imperialism 
to use the aspirations of the less developed areas to further its own 
purposes only serve to intensify the challenge before us. The need to 
help other people on a long-term sound financial basis would exist, 
because of the revolutionary nature of these aspirations, even if the 
threat of communism and the Soviet bloc were not present. It is 
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therefore in the interests of the United States to help these people 
consolidate an economic base upon which to build, in freedom, their 
political and social institutions. 


THE DEVELOPMENT LOAN FUND: AN INSTRUMENT OF OUR FOREIGN POLICY 


The points which I have just outlined were well known to the Sen- 
ate Special Committee on Moe Aid, including the distinguished 
chairman and ranking minority member of your own committee, 
which 2 years ago made a thorough examination of the foreign aid 
program. That committee recommended the establishment of a de- 
velopment loan institution to assist the economic growth of the less 
developed areas on a sound and businesslike loan basis. The Devel- 
opment Loan Fund was proposed by the President and created by the 
iceman as that institution. 

The Congress in establishing the Development Loan Fund stressed 
its importance as an instrument of national policy, stating that “the 
progress of free peoples in their efforts to further their economic de- 
velopment, and thus to strengthen their freedom, is important to the 
security and the welfare of the United States.” 


RESOURCES OF THE DEVELOPMENT LOAN FUND 


The Development Loan Fund assists the economic development 
of free peoples by providing loan financing for economically and tech- 
nically sound projects. For this task the Congress authorized appro- 
priations of $500 million to be available for use beginning in fiscal 

ear 1958 and $625 million to become available in fiscal year 1959. 
Under these authorizations $300 million was appropriated for use 
beginning in fiscal year 1958 and the executive branch last spring re- 
quested that the full $625 million authorized be appropriated for use 
beginning in fiscal year 1959. 

At that time, however, the DLF had only a few months of operat- 
ing experience and it was understandable that many members of the 
Appropriations Committees felt more time would be required for the 
DLF to establish its capacity to make effective use of the full sum 
authorized. Therefore, the conference committee on mutual security 
program appropriations decided to appropriate only $400 million at 
that time. A number of members, however, felt that with growing 
experience the Development Loan Fund could effectively use addi- 
tional funds. Therefore, there was included in the conference report 
an expression of doubt regarding the sufficiency of the $400 million 
appropriation and the statement that “if additional funds are needed 
next January * * * the Appropriations Committees of the House 
and Senate will give earnest consideration to the recommendations of 
the Executive in view of the importance of maintaining our friendly 
relations with countries with whom we have undertakings.” 


NEED FOR ADDITIONAL RESOURCES 


The request now before you is made at this time for the very simple 
reason that the Fund now has committed or pledged virtually all of 
the $700 million of previous appropriations and therefore substan- 
tially no more capital is available for lending—and it may be some 
5 months before funds from the fiscal year 1960 appropriation can 
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be expected. The facts are that today, 18 months after it was created, 
the Development Loan Fund has approved loans and commitments 
totaling $698 million out of total applications of almost $3.0 billion. 
After allowing for administrative expenses, only about $800,000 now 
remains uncommitted. Today, having approved almost $700 million 
of loans and discarded about $830 million of applications as not being 
suitable for its financing, the Fund still has on hand almost $1.5 
billion of requests waiting for consideration—and it has effectively no 


resources to approve further loans until additional funds are appro- 
priated. 


AVAILABLE FUNDS ALL COMMITTED 


Let me explain this precisely, because you may have heard it argued 
that the Development Loan Fund needs no new capital because it has 
not obligated all currently available funds. 

The difference here is between a commitment and an obligation. 
Like the Export-Import Bank and other similar Government lending 
agencies, the Development Loan Fund considers any outstanding 
commitment or promise to make a loan a charge against its capital. 
Once the Fund has committed a portion of its capital to one borrower, 
it cannot commit that portion to another borrower. When all its 
available capital has been committed, it simply cannot authorize new 
loans. 

These commitments take place when a loan has been approved by 
the Board of Directors of the Fund and a formal letter of commit- 
ment is given to the prospective borrower. This letter constitutes 
the pledged word of the United States. At this point funds are 
committed and are not available for any other use even though a loan 
agreement technically obligating the money remains to be negotiated. 
When the highly detailed loan agreement is negotiated and signed, 
all the legal formalities of obligation are fully completed—but the 
commitment by the United States runs from the date when its written 
word is given in the letter to the borrower. 

Senator Sattonstrauu. The letter of advice would be the technical 
term ? 

Mr. Herter. I think Mr. McIntosh can give you every detail in 
connection with it. 

LOAN PROCEDURE 


Mr. McIntosu. When the Board of the Development Loan Fund 

approves a loan, then the staff of the Development Loan Fund pre- 
ares a letter of advice which is addressed to the borrower advising 
im that our Board has approved a loan for such and such and under 

such terms. At that time, we publicly announce the loan and the 
loan is also publicly announced by the recipient in the field. 

That is the same practice which is followed by the Export-Import 
Bank and by the World Bank. At the time that our Board approves 
a loan, as Secretary Herter has stated, we consider that those funds 
are committed and not available for loan to anyone else. 

Senator Hoxtianp. Following that letter of advice or commit- 
ment, there ensues a negotiation of a formal contract between the 
Development Loan Fund and the borrowing nation, is that correct? 

Mr. McIntosu. Yes, sir. 
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Senator Hoxttanp. Has there been any case where negotiations 
failed when the letter was issued ? 

Mr. McIntosu. We have no loan agreement at the time the letter 
of advice is issued. Each loan agreement is written up, prepared by 
our General Counsel’s Office separately. When we issue a letter of 
advice, the basic terms have been discussed with the borrower and 
more or less accepted but the formal loan agreement has not yet been 
signed, but we have had no cases as yet where it has not been possible 
to execute a loan agreement. 

Senator Hotzanp. I am familiar with the practices you mention in 
connection with the Export-Import Bank and the International Bank, 
but I have heard in both of those cases of difficulties in negotiating 
the terms of the actual agreement and I wondered if you had run 
into that situation in any of the negotiations which you have had 
up to now. 

Mr. McIntosu. Yes, we have run into some difficulties, but we have 
had no cases where it appears that we will not be able to execute an 
agreement. 

NEGOTIATIONS PENDING ON COMMITTED FUNDS 


Senator Hottanp. Do you have commitments that bind a sizable 
amount for a considerable period of time on which negotiations are 
still going on? 

Mr. McInrosu. Yes, sir. 

Senator Hotianp. Will you state without naming the country the 
longest period of time in which you found that situation ? 

Mr. McIntosu. The longest period is perhaps about 5 months. 

Senator Hotitanp. And the negotiations are still pending at this 
time ? 

Mr. McIntosn. Yes. That is due in part to the fact that a com- 
mitment was first made to lend a certain amount and we are still 
negotiating on the details of the project implementation. In general, 
however, we negotiate and sign a loan agreement within about 90 
days after the issuance of the letter of advice. 

cater Hotianp. Assuming you do have a case as you undoubt- 
edly will in due time where the terms of the contract prove incapable 
of negotiation, how do you propose to advise the Congress of the 
fact that the funds that were once committed are available for any 
new use that you regard as appropriate ? 

Mr. McIntosu. We would of course consider those funds available 
for loans and we would advise all the interested parties including the 
State Department and our Board and would advise the Members of 
Congress through our regular reporting processes. 

Senator Hortianp. Would you advise the members of the Appro- 
priations Committees of both Houses of that situation ? 

Mr. McInrosn. Yes, they would receive this information in our 
regular reports. 

enator ELLENpER. Would you tell us how long this Fund has been 
in active operation ? 

Mr. McIntosn. I would consider that we started active operations 
in January of 1958. 
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TOTAL LOANS APPROVED 


Senator ExLLenper. How many loans have you concluded up to 
now ? 

Mr. McIntosn. Our Board has approved 78 loans in 36 countries, 

Senator ELienper. I am talking about the actual completion of 
loans. 

Mr. McIntosn. We have actually signed 44 loan agreements for 
$481 million. 

Senator Ettenper. Has this money been disbursed ? 

Mr. McIntosn. No, we disburse the money only as required for 
payments pene through “letters of commitment” established 
with U.S. banks or through the “reimbursement procedure.” Very 
few disbursements have been made to date, but we have signed the 
actual loan agreements. 

Senator ELtenper. And that amounts to $481 million ? 

Mr. McInrosn. Yes, sir. 

Senator ELLenper. Out of what total? 

Mr. McIntosu. $700 million less our administrative funds. 

. Senator ELLenperR. Why do you handle these funds through U.S. 
anks ? 

Mr. McIntosu. For example,.we make a loan to a foreign country. 
We do not want to disburse the money until it is needed for use. If 
we are making a loan for a road, for example, we usually make the 
disbursements against progress reports received from the engineers. 

Senator Extenper. Whose engineers ? 

Mr. McIntosu. Engineers appointed by the borrower with our 
approval. 

. n the case of equipment being supplied from the United States, a 
common practice followed by the Export-Import Bank and the World 
Bank and ourselves is that letters of commitment are opened with 
banks chosen by the borrower. 

Senator ELLENpER. What part if any does the ICA or the Export- 
Import Bank or the World Bank play in the administration of your 
loans in the field? 

SERVICES OF ICA MISSIONS 


Mr. McIntosu. The Export-Import Bank plays very little part, 
We use the services of the ICA mission in the field to secure informa- 
tion and to follow up our loans on the ground. 

Senator Exxenper. Is there any section to the dissemination of 
anformation to the public on those loans where agreements have been 
signed ? 

A McIntosu. No, they are made public. 

Senator ELtenper. Will you supply a list of the 44 countries and 
the amounts loaned to each of the countries? 

Mr. Mcintosu. We will be glad to put that in the record. 

Senator ExLtenper. I would like to have it now because I would 
like to ask a few questions in connection with those loans. 

Senator Dworsuax. Are these loans made exclusively to govern- 
mente or are they in some cases made to individuals and private 

rms 

Mr. McInrosu. They are made to individuals, private firms, and 
governments. 

Senator Munpr. How many of them are to individuals? 
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Mr. McInrtosu. The majority has been given to governments, 

Senator ELLenver. I do not mind interruption but I was getting 
ready to get a list of the various countries and to ask a few followup 
questions. 

Senator Munpr. We thought you wanted to study the list. 

Senator Exienper. I am particularly anxious for you to indicate 
the countries to which loans have been concluded, particularly those 
in Europe, the Near East, and the Far East. 


LOAN TO THE NETHERLANDS 


Mr. McInrosu. The loans which have been coneluded in Europe 
are a loan to the Netherlands in connection with the resettlement of 
immigrants in Australia. 

Senator ELitenper. Will you describe that loan to us and tell us 
why it was made? 

Mr. McInrosu. That loan was made largely because of the legis- 
lative history of the Development Loan Fund. During the debate 
on the basic authorizing legislation for the Development Loan Fund 
several Members of Congress brought up the matter of financing the 
settlement of Dutch immigrants into Australia and put on the record 
the statement that this was one of the purposes for which the Develop- 
ment Loan Fund would be formed. 

So it was in recognition of that that it was recommended that the 
loan should be made. 

Senator ELtenper. Why didn’t Australia make the loan? 

Mr. McInrosn. Australia is also financing it in part. 

Senator ELitenper. Why doesn’t Australia contribute the whole 
amount? Certainly its financial situation is good and it will be the 
beneficiary since it is in dire need of immigrants. 


RECORD OF LEGISLATIVE HISTORY 


Mr. McInrosu. We made that loan for several reasons, one being 
that it was part of the record of the legislative history expressed by 
various Members of Congress that this loan was the type of loan for 
which the Development Loan Fund was created. 

Senator ELLenper. Will you name those Congressmen? Did you 
follow their advice ? : 

Mr. McIntosu. Yes, as we would follow the advice of the Senate 
as included in the legislative history. We take such advice into con- 
sideration in making our loans. 

Senator ELLtenper. Do you mean individual Senators or the Sen- 
ate as a body? How many Congressmen advised you to make this 
loan to Australia ? 

Mr. McInvosun. I think three or four Congressmen went on record 
that they were in favor of it. 

Senator E.tenper. And that is one of the reasons you made it? 

Mr. McInrosu. That is one of the reasons—the legislative his- 
tory—that this was an example of the type of project for which the 
Development Loan Fund should make loans. 

Senator ELLenper. To encourage emigration to a country who is 
well able to take care of the problem itself? 

Mr. McIntosu. Other factors were involved in that. For instance, 
the Netherlands had themselves financed relocation of approximately 
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280,000 of their people and they faced a big problem in finding homes 
for a large number of Netherland citizens who had been in Indonesia. 

It was felt that emigration to Australia, assisted by Australia banks 
would be in the interest of Australia, the Netherlands, and ourselves. 

Senator ELLENpER. How much did we loan? 

Mr. McInrosu. $3 million. 

Senator ELtenper. How much did the Australians furnish ? 

Mr. McInrosu. Australian banks are providing about an equal 
amount. 

Senator Munpr. Were these people displaced persons? 

Mr. McInrosu. I would say so. 

Senator Munpr. Asa consequence of the turmoil in the East Indies? 

Mr. McIntosu. Yes, sir; some may have come from that area. 

Another reason we made this loan was because it was strongly rec- 
ommended by our own people in ICEM, the organization for European 
migration. 

JUSTIFICATION OF LOAN TO HOLLAND AND AUSTRALIA 


Senator Exxenper. When the Development Loan Fund was pre- 
sented to Congress it was stated that it would provide loans for the 
economic development of the newly independent and other underde- 
veloped countries. 

How do you make Holland or Australia newly independent or 
underdeveloped countries? How can you justify a loan to Australia 
as being in keeping with the purpose of the Development Loan Fund? 

Mr. McInrosu. I agree that the Netherlands is a developed country. 
I think that some people feel that Australia is not still highly devel- 
oped in all its areas. 

Senator ELLenpER. Have you been there? 

Mr. McIntosu. Yes, sir; I have been. 

Senator ELtenper. Have you traveled over it? 

Mr. McInrosn. I have been in nearly all parts of Australia. 

Senator Ertenper. There are many things to be done there, the 
same as there is in our own country. A lot of money can be spent to 
further develop it, but you certainly would not say it is an under- 
developed country. 

Mr. McIntosu. I agree with you, Senator, but we made this loan for 
the reasons I have given. 

Senator Exienper. In other words, you deviated from the policy 
you defined to the Congress ? 

Mr. McIntosu. Many Members of Congress, as reflected in the leg- 
islative history, felt that this was the type of loan that should be made. 
We made it for that reason and also because it was recommended by 
our people, the ICEM, and it was recommended by many others. 

We have not made any other loans in Australia or the Netherlands, 
and we do not intend to doso. 

Senator ELLenver. Not even if Congressmen suggest it ? 


REIMBURSABLE LOAN 


Senator Munpr. Is this one of our reimbursable loans ? 
Mr. McInrosu. Yes, sir. It will be repaid in dollars. For that 
reason it is a very good loan. 
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Senator Munor. Is this in conformity with the amendment pro- 

osed by the Senate committee so that repayments begin at the end 
of the first 12 months? 

Mr. McInvosu. Yes. I do not think there is any question about 
the loan being repaid on time and in dollars. " 

Senator Munpt. The Senate decided and Congress agreed that in 
order to make these repayable contracts actually repayable, it was a 
good idea to start the repayments at the end of the first 12 months. 
Ts this loan contract drawn so that they start repayment at the end 
of the first 12 months? 

Mr. McInrosu. Yes, all our loans provide for repayment starting 
at the end of the first 12 months. 

Senator Munpr. I understand the same holds true with private 
loans, except that in private loans you will wait until the particular 
development has been consummated and then the 12-month period 
starts at that time. 

Mr. McInrosu. Yes, we do not think it is fair to make payments 
start on a private loan until a factory is built and operating. 

Senator Munpr. Except for that modification your private loan and 
your public loans in this fund all actually start repayments at the 
end of the first 12 months ? 

Mr. McInrosu. Yes, sir. 

TOTAL LOANS 


Senator E.txenper. Mr. Chairman, at this point I would like to 
have placed in the record the amount of grants and other loans made 
by our Government to the Netherlands and Australia since 1945. 

‘Chairman Haypen. That information can be included in the record. 

(The information requested follows :) 


Grants and loans for Netherlands and Australia, 1945-58 


[In millions of dellars] 
Peer eG 2S ie eiae. b sion) spec lias. bedi talks sss * 2, 122.0 
I MEAs 5 seas chr saeco abt Dies delete edad capbent tenes A xatakrer nlp Lene oie oS * 22. 4 
1 MSP—1948-1958. 
2 Net credit sales. 


COUNTRIES RECEIVING LOANS 


Senator Evtenpver. Mr. Chairman, I firmly believe that money pro- 
vided the Development Loan Fund should be made available on a Joan 
basis to countries who really and truly are underdeveloped countries, 
and to whom we have not lavishly given grants in the past. 

Senator AtLorr. Will the Senator yield, or do you want to continue 
down with each one? 

Senator Ertenper. No; I will be glad to yield to my good friend 
from Colorado. 

LEGISLATIVE RECORD ON LOANS 


Senator Atxorr. In your reference to the fact that a certain num- 
ber of Congressmen, three or four or five, had recommended this 
type of loan, I think it is very important that we straighten up the 
record here. Is this a part of the floor record on this bill? 

Mr. McInvosu. Yes, sir. 

Senator Atiorr. This was stated at the time the bill was considered 
on the floor ? 
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Mr. McIntosu. It was stated in debate on the floor by the Con- 
gressman who was managing the bill and by the Congressman who 
was head of one of the congressional committees. Several Congress- 
men went on record to the effect that this was the type of project for 
which the Development Loan Fund was being created. 

Senator Atxorr. I want to make it clear then: When you referred 
to two or three or four or five Congressmen, whatever it was, recom- 
mending this type of loan, this is not something that came in after- 
ward; this is a part of the legislative record of this bill ? 

Mr. McInrosu. That is correct. 

Senator Atiorr. So what you said, which was left sort of open- 
ended, which did not mean, if Congress passed this bill and I could 
persuade 2 or 3 of my colleagues to come in to you and talk about a 
loan to Brazil, for example, that we could persuade you—2 or 3 or 4 or 
5 or 6 or 10—which I might be able to garner to go into a loan in 
another country. You are talking about the legislative record that 
was made both in the report of the committee and on the floor when 
this bill was passed ? 

Mr. McInrosn. That is true. 

Chairman Haypen. Did that legislative history show that the rea- 
son for this matter was that the Dutch had been in need, that there 
were many citizens of Holland in distress in Indonesia, and that this 
was a place they could go to? 

This was my recollection. 

Mr. McInrosu. This was in the legislative history of the Fund, and 
in operating the Fund we consider that the statements made during 
the legislative history provide us with guidance. 


DEVELOPMENT LOAN PROGRAM POLICY 


Senator Satronstatu. I do not want to prolong this. We want to 
let Mr. Herter finish his statement. I think I should read section 201 
because my distinguished colleague from Louisiana has read from 
your unclassified mutual security program where it says the Develop- 
ment Loan Fund concentrates in one component of the mutual secu- 
rity program investment capital to be used in accelerating growth in 
lesser economies of the world. 

This loan to Australia for resettlement was certainly within section 
201. Section 201 reads as follows: 


Sec. 201. The Congress of the United States recognizes that the progress of 
free peoples in their efforts to further their economic development and thus to 
strengthen their freedom is important to the security and general welfare of the 
United States. The Congress further recognizes the necessity in some cases of 
assistance to such pople if they are to succeed in these efforts. The Congress 
accordingly reaffirms that it is the policy of the United States and declares it to 
be the purpose of this title to strengthen friendly foreign countries by encourag- 
ing the development of their economies through a competitive free enterprise 
system; minimize or eliminate barriers to the flow of private investment capital 
and international trade; to facilitate the creation of a climate favorable to the 
investment of private capital; and to assist, on a basis of self-help and mutual 
cooperation, the efforts of free people to develop their economic resources and to 
increase their productive capabilities. 


That certainly was within the policy statement of the Development 
Loan Fund regardless of what the floor debate was, regardless of what 
the request of the Congressmen were, in my opinion. I think you 
should emphasize that point, Mr. McIntosh. 
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NEED TO AID UNDERDEVELOPED COUNTRIES 


Senator ELtenper. I am glad that my good friend from Massachu- 
setts brought that question up. We have been engaged in the foreign 
aid effort for the past 13 years and one of the big recipients of our 
bounty has been the Netherlands. 

We have given them until it hurts. You know that. We have also 
assisted Australia and the point that I am making is that we should 
now pursue the policy of developing the newly independent and other 
underdeveloped countries, since this was the main purpose for creating 
the DLF. 

Senator Hottanp. Will the Senator yield at this point ? 

Senator ELLENpER. Yes. 

Senator Hotianp. I agree in part and disagree in part with my 
distinguished colleague from Louisiana. One of the reasons I voted 
for the Development Loan Fund was because I thought we were on 
sounder ground in lending and I thought we were making better use 
of our people’s money in lending rather than by grants. 


DUPLICATION OF EXPORT BANK ACTIVITIES 


But I agree entirely with the position of the Senator from Louisiana 
as to the unwisdom of using the Development Loan Fund so as to 
duplicate the field of activity of the export bank or the world fund. 

I am wondering about this loan to the Netherlands, wether or not 
applications was made covering this same activity to the World Bank 
or the Export-Import Bank. 

Mr. McIntosn. We do not make any loans that the Export-Import 
Bank or the World Bank or any commercial bank will make. We 
advise the Export-Import Bank of every loan application we receive 
and they advise us whenever they are prepared to entertain those ap- 

lications. If they are, we refer the applicant to the Export-Import 
ank. 

In this case neither the Export-Import Bank nor the World Bank 
were prepared to make this loan. 

Senator Hoxtianp. If you think this was sound and was a loan 
that would be repaid promptly, what was the reason that this did not 
come within the legitimate field of operations of the Export-Import 
Bank? In this case it involves two solvent countries, both of which 
are friends of ours, and obviously, an objective which is of interest, 
certainly, to them as well as to us. 

Why did the Export-Import Bank regard this as a field which 
they could not enter ? 

Mr. McInrosu. This was not a suitable loan for the Export-Import 
Bank because their principal function is the financing of American 
exports. 


he World Bank for various reasons was not prepared to make 
this loan either. 
Senator Hotianp. Did you think it was a field of lending which 
was inappropriate for the World Bank to fill ? 
{r. McInrosu. All our loans are loans which neither of those insti- 
tutions is prepared to make. 
Senator Hotianp. My own feeling from this, and I think the Sen- 
ator from Louisiana made a good point, the way to keep your pro- 
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gram in a favorable light with our people and with the Congress is 
to make it operate in fields that cannot be filled by these two perma- 
nent institutions, the Export-Import Bank and the World Bank. 

I am inclined to agree with the Senator from Louisiana that as to 
this particular loan which you have mentioned, there should not be 
any reason at all why that could not have been handled by the World 
Bank. 

Mr. McInrosu. They were not prepared to make this particular 
loan, but this is the only loan that we have made to the Netherlands 
or to Australia. We do not intend to make any more loans in these 
countries. 

Senator Ettenper. Why not? You made one. Why would you 
not make additional ones ? 

Mr. McIntosu. Because the legislative history related only to this 
project with respect to these two countries. 

Senator Exivenper. I go back to the proposition that you should 
stick to the original purpose of the loan fund. 


LEGISLATIVE HISTORY 


Mr. McIntosu. We are guided by the legislative history establish- 
ing the Fund. 

Senator Horianp. Do you or do you not regard it as sound policy 
for you to follow in administering the Development Loan Fund to 
confine yourself to loans not within the purview of the two estab- 
lished, permanent institutions, the Export-Import Bank and the 
World Bank? 

Mr. McIntosu. Yes, sir. We don’t make any loans and we have 
not made any loans which either of those institutions are prepared 
to make. 

We do feel that we were organized to make loans in underdeveloped 
countries and in general, we would not consider other loan applica- 
tions from either the Netherlands or Australia. 

Senator Hotianp. I think you would be on stronger ground if you 
had not made that one. 


LOANS INVOLVING INDUSTRIAL HEAVY EQUIPMENT 


Senator Youne. I notice most of these loans that you make involve 
industrial heavy equipment of all kinds. What percent of equipment 
involved here is purchased in the United States? 

Mr. McInrosn. It varies. We are not required to have solely U.S. 
procurement. The Mutual Security Act provides for worldwide 
procurement, but a large proportion of the procurement under our 
loans is actually being made in the United States. 

Senator Youne. You do not mean that the Export-Import Bank 
requires that ? 

Mr. McInrosu. They normally require U.S. procurement but we 
do not. 

TYPES OF LOANS 


Senator Munor. Following up the interesting point developed by 
Senator Holland, I wonder if you could provide for the record at this 
point a statement which would designate specifically, one, type of 
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loans made by the Export-Import Bank; two, type of loans made by 
the World Bank; three, type of similar analogous loans or grants 
made by IAC; and then, four, the type of loans which you make from 
this Development Fund, so we have it all in one place in the language, 
not the legislative procedure, but the administrative procedures that 
develop which countries have access to it. 

Mr. McIntosu. We will be glad to do it. 

(The information referred to follows :) 


EXPORT-IMPORT BANK 


The Export-Import Bank finances purchases of materials and equipment pro- 
duced or manufactured in the United States. Such purchases need not be as- 
sociated with development projects nor need they be destined for less-developed 
countries. 

Repayment is required in U.S. dollars. As a result, the Bank has been un- 
able to operate in some less-developed countries where repayment capacity in 
dollars is lacking, and its ability to operate in others is limited by past activity, 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


The IBRD makes loans for economic development in dollars or other hard 
currencies repayable in those currencies. While its activity in the less-developed 
areas is extensive it also operates in Europe, more highly developed areas of 
Latin America and in such countries as Australia and Japan. Its hard currency 
repayment requirements preclude operations in many less-developed countries 
and limit its activities in others. This internationally owned institution also 
requires a government guarantee in connection with loans to private borrowers. 


INTERNATIONAL COOPERATION ADMINISTRATION 


The ICA finances annual country programs, almost entirely on a grant basis. 
These programs are designed among other things, to maintain political and 
economic stability, help to elicit a contribution by an economy to an agreed de- 
fense effort, and assist in improving the technical skills required for economic 
development. Normally, this involves the financing of raw materials, consum- 
able commodities, technical services, and other items in current need, although 
from time to time investment projects are included in country programs. None 
of the ICA programs has the purpose of providing capital for economic growth. 


DEVELOPMENT LOAN FUND 


The DLF lends money for specific development projects in support of eco- 
nomic growth. It can accept repayment in local currency where warranted and 
authorize other loan terms and conditions on a flexible basis. As a consequence, 
the DLF can finance projects and go into areas where repayment capacity is not 
such as to warrant an Export-Import Bank or IBRD loan. Moreover, the DLF 
is precluded by law from competing with the Export-Import Bank, IBRD, and 
private investment; it acts only when these and other free world sources of 
financing are unable to do so. 


LOANS TO COUNTRIES GRANTED GIFTS 


Chairman Haypen. I think Senator Ellender made a good sugges- 
tion. We will listen to Mr. Herter. 

Mr. Herter. Before continuing the statement I have here, I would 
like to make two comments. 

The distinguished Senator from Louisiana raised a point with re- 
gard to the making of loans in countries where we had already made 
gifts. I think that that is a point that ought to be very clearly under- 
stood in the countries like the Republic of Korea, and Taiwan. 
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Where we have made the gifts of economic aid, and they have been 
very considerable, those gifts have been in connection with defense 
support. They have been in connection with trying to maintain the 
economy which has been severely drained by the very large military 
establishment that the country has had to maintain. 

The loans from the DLF are trying to make progress to move ahead 
materially, rather than merely trying to hold a situation together. 

Senator ELLenper. With all due respect, I have been in South Ko- 
rea as well as Taiwan on many occasions and this was not defense sup- 
port. It was purely grants. Defense support started in recent years, 

Mr. Herrer. That is correct, but we are trying to get on a loan basis 
more and more. 

Senator ELLeNper. You are going to drain yourselves and still not 
vet a better job done. 

Mr. Herter. When I stopped I was discussing this question be- 
tween the commitment and the obligation. Now, if I may, I will con- 
tinue with the statement. 


STATEMENT BY THE PRESIDENT 


If you will refer to the letter from the Director of the Bureau of the 
Budget submitting this request to the Congress you will see he has 
stated that DLF funds are “in effect, obligated” at this point. After 
this date, the only circumstance in which the committed moneys would 
revert to the fund for other uses would be if the prospective borrower, 
for one reason or another, decided not to anal with the loan. And 
President Eisenhower has stated publicly: 

The commitment of virtually all of the capital of the fund was made by formal 
letters of commitment and under pledges signed and delivered under my author- 
ity and publicly announced both here and abroad. 

These commitments are firm. They must be honored. They, therefore, leave 
us without funds for further commitments. 

Senator EnLenper. Before a loan is made to what extent do your 
people look into the feasibility of the projects ? 


DETERMINATION OF ENGINEERING FEASIBILITY 


Mr. McIntosu. The engineering feasibility has been determined. 

Senator EL,tenper. By whom? 

Mr. McInrtosu. By the Development Loan Fund. On a cement 
plant, for instance, we make sure first of all, there is a market for 
the cement, and secondly, that the plant will be located in the proper 
place, and thirdly, that the raw material is available, and fourthly, 
that the enterprise will be efficiently managed and then, finally, that 
the financing is not available from any other source. We investigate 
all phases of it as a commercial bank would. 

enator ELtenper. Would this example apply to any other facility! 

Mr. McIntosu. Yes, sir. 

Senator ELtenprr. How do you reach a determination as to the 
amount that you will loan ? 
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REQUIREMENT FOR PRIVATE INVESTMENT 


Mr. McInrosu. Where we make the loan to private enterprise we 
require that the borrower make a substantial investment of his own 
of about 50 percent in the enterprise. 

Senator ELLENDER. Does the host country have any obligation to 
bolster the loan that is made? 

Mr. McInrtosu. If the loan is made to private enterprise the Gov- 
ernment is not involved. 

Senator ELLenpER. You depend entirely upon the company’s finan- 
cial condition ? 

Mr. McIntosu. That is right. 

Senator Munpr. Sticking with this cement plant a little bit, when 
you make a loan for a cement plant, do you make it to the Govern- 
ment or do you insist that it be made to some private enterprise ? 

Mr. McIntosu. We prefer to make it to private enterprise. In 
every case where we have an application from a Government for an 
industrial undertaking, we look into the possibility of private enter- 
prise handling it instead of the Government. 

Senator Munpr. Some of the criticism I have heard of the Loan 
Development Fund—and it may be correct or incorrect—is that at 
times we are using private enterprise dollars provided by taxpayers 
in this country to establish socialism in the host country by lending 
it to a government to go into a sawmill business or cement business. 
I would like to know whether in the cement business are we making 
it to the government to have government cement plants. Are we 
saying to the government, “You need this cement; you seem to have 
all the criteria involved. Provide us now with the responsible private 
entrepreneurs who are able to make a cement plant operate, and we 
will make you the loan.” 

Mr. McIntosu. That is one way. We are trying in many ways to 
make loans to private enterprise. 

Senator Munpr. I wanted to get that into the record. 

Chairman Haypen. You may proceed, Mr. Herter. 


NEED FOR FURTHER APPROPRIATIONS 


Mr. Herrer. It has also been argued that since the Development 
Loan Fund has expended only a small portion of its appropriation, 
today about $32 million out of $700 million, there is no need as yet 
for further appropriations. This contention not only ignores the 
situation I have just stated—that once funds are committed to one 
borrower they are no longer available to be committed to another 
borrower—but it also totally ignores the fundamental nature of the 
Development Loan Fund as an institution which finances development 
projects. Development projects take time to complete. The experi- 
ence of established lending institutions, such as the International 
Bank for Reconstruction and Development and the Export-Import 
Bank, is that expenditures on loans run over a 3- to 4-year period. 
When such institutions, and the Development Loan Fund, make 
loans they commit sufficient funds to carry the project to completion. 
Once a commitment is made the funds are set aside for a particular 
project and are unavailable for other uses. Therefore, the fact that 
the capital of the Development Loan Fund is unexpended has no con- 





654 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


nection with its ability to undertake new projects. This ability is 
measured solely by the amount of uncommitted funds. 

In short, the need for supplementary funds in fiscal 1959 as well 
as for the funds being requested for fiscal year 1960 is directly 
related—and related only—to the funds publicly committed—rather 
than to technical obligations or actual expenditures. 


POWER TO COMMIT FUNDS BY CONTRACT 


Senator Hotianp. In view of the small expenditure and the fact of 
actual commitment of practically all of the Fund, had you considered 
asking for power to contractually commit funds rather than to 
expend ? 

r. Herter. No, sir; that has not been asked for. That goes into 
the legislative history of this act, I think, in which there was mueh 
discussion as to whether that contractual power should be granted 
as it is in large measure for the total to the Export-Import Bank. 

In this case it was decided annual appropriations would be asked 
for until the Congress had an opportunity to consider the long-range 
implications. 

Sigs Horianp. Do you not think this is somewhat comparable 
to our Federal aid program where we authorize large amounts to be 
expended over 2 or 3 years with full knowledge that they cannot be 
expended at any one time and we give contractual authority and 
power to the Bureau of Public Roads to commit to the various States 
and then appropriate the money as it is needed ? 

It occurs to me this is an almost perfect case, and I note the chair- 
man of the committee has called attention to this way of doing busi- 
ness in the past 

Chairman Haynen. If the Senator will permit, there is a very de- 
cided disagreement to the idea of any sort of contractual obligation 
on the part of the Senate Committee on Appropriations. They have 
their say about it; it is a cash appropriation. 

If you are going to build a new submarine, you are going to appro- 
priate the entire amount for it, whether it takes 1 year or 2 or 3 or 4 
cr 5 years to build it. That is an issue that will have to be worked 
out. in the Congress itself, but in this instance the Congress did say 
you are going to do it on a cash basis and that is what we have to go 
on until Congress changes the policy, and we are not a policymaking 
committee. 

Senator Hotianp. You mean between this committee and the other 





body ? 
eee Hayven. That’s right. 
You may continue, Mr. Herter. 


LACK OF TRANSFER AUTHORITY 


Mr. Herter. One further point should be made clear. The avail- 
ability of funds for other categories of the MSP is not relevant to the 
needs of the DLF we are now discussing. Funds available for cate- 
gories such as military assistance, defense support, and others are 
needed for those purposes. And in any case—and let me emphasize 
this—under the Mutual Security Act itself—section 202(b)—no 
funds can be transferred to the Development Loan Fund from other 








le 


il- 


er 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 655 


parts of the mutual security program to supplement its capital avail- 
able for loans. 
USE OF DEFENSE SUPPORT FUNDS 


Senator Ex.enper. Are you familiar with the manner in which the 
defense support funds are used ? 

Mr. Herter. Yes, sir. 

Senator ELLeNpeER. Will you tell us how they are used ? 

Mr. Herter. They are used in support of the economy of a country 
which is being drained because of military expenditures beyond its 
capacity. 

Senator Eixenper. For building what ? 

Mr. Herter. The bulk of it is used for the introduction of con- 
sumer goods. Many of the projects now come under the Develop- 
ment Loan Fund rather than under the defense support program. 

Senator ELLENpErR. As I remember, a great deal of the defense sup- 
port funds were used in Taiwan as well as South Korea in the con; 
struction of projects along the same line that the Development Loan 
Fund will be used. 

Mr. Herrer. That was true before the establishment of the DLF. 
We are trying to get away from that. 

Senator ELLEenper. It is true now. You are using it now. 

Mr. Herter. Very little for new projects contributing to growth. 

Senator ELLENpER. Unless you have changed in the last 12 months; 
I have not been to Korea in the last 12 months. But I do know that 
much of the Development Loan funds are being expended in order 
to construct facilities similar to those for which defense support 
grants have been used. 

Mr. Herter. As you know, defense support provides assistance, in 
the form of commodity imports and projects, necessary to bring about 
economic stability in these countries. You will find, however, that 
in the last 12 months many new projects started in that area came 
from the Development Loan Fund rather than the defense support 
program. 

Senator Ex.ienper. If that is true, we should be able to consider- 
ably reduce the defense support funds. : 

Mr. Herrer. On our defense support, may I say this: The defense 
support is merely to try to balance the economy. We do not try to 
develop the economy with the defense support. With these loans 
from the DLF we are really trying to get the economy to move 
oe It has been a slow process but it has been a very worthwhile 
effort. 


FULL $225 MILLION NEEDED 


There is still outstanding $425 million of authorized but unappro- 
priated capital for the DLF. The President has asked for the ap- 
pane of $225 million—the remainder of the amount requested 

ut not appropriated at the last session. I want to urge upon you 
as strongly as I can that the full $225 million requested by the Presi- 
dent is needed to enable the Development Loan Fund to continue its 
operations until fiscal year 1960 funds become available. With this 
full amount, the Fund can continue extending sound loans at a rate 
comparable to—but no greater than— that it has already achieved 
in the past year. Any lesser amount will mean delay in undertaking 
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well-developed projects and consequent delay, if not disillusionment, 
in responding to the economic growth aspirations of our allies and 
friends in the less developed areas. 


IMPACT ON ALLIES AND FRIENDS OF FAILURE TO CONTINUE OPERATIONS 


The stop-and-go nature of the operations of the Development Loan 
Fund, which would result from failure to make supplemental funds 
available, would cast doubt on the ability of the United States to 

rovide, on a basis of continuity, resources needed to assist in the 

nancing of essential development projects which cannot be financed 
through established lending institutions or private investment. It 
could result, too, in loss of momentum for many of the development 
programs for economic growth being undertaken in the less developed 
areas. “Finally, failure to continue operations would raise questions 
generally as to the ability of the United States to meet the challenge 
posed by the situation in these countries. 


SCOPE OF DLF OPERATIONS 


The Development Loan Fund’s record of almost $700 million in 
loans in the furtherance of our foreign policy objectives is impressive, 
This has involved 78 loans in 36 countries. 


BREAKDOWN OF TOTAL LOANS 


Senator Munpt. At this point, Mr. Herter, I wonder if you or one 
of your staff members can break the 78 loans down by number of loans 
and by amount of money as between public loans to governments 
and private loans to individuals. 

Mr. Herter. We have that all ready for you. 

(The information referred to follows :) 


Summary of loans approved Mar. 31, 1959, by borrower and sector of use 











[Amounts in thousands] 
Total 
Number Amount 
Borrower: 
UE. cceceeneceséoacasnbucddatboctsocettbéakennoadguetbdevacsceseccsdin 57 $590, 286 
oak oe ts acd aliceatloubhe tteeeEmeEeEpeeTSeEperPacesseques 118 92, 370 
ae sachin p Rhein tap beabnebhoomndeetome~ncee 3 15, 250 
iat ritalin nie nn nnseonanes 78 697, 906 
Sector of use 
EE Re 8 8 ee dbp biidekdodadrtoha tidddaadias debtobOlodadepiodebe 435, 312 
nck cb neeeGiboesatiincesdsbeyegeponcogawncenaiouseoseccece 249, 844 
NS a FFU SEE, db ddah ebb ceedndeontiedncncdadubbccbnadesdnccedelcensanbuhns 12, 750 
i oon. i oe ad geneeetonpaceneahesananebensatpredthansekus 697, 906 


1 Includes one guarantee agreement in an amount of $4.5 million. 








ae 


on FS 


OD mor cr he @ 


we we OU) 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 657 


Chairman Haypen. I was going to suggest, Senator, that probably 
Mr. McIntosh will answer that question. We are in this situation, if 
I may explain to the committee, that we will have to adjourn very 
promptly as soon as the Secretary finishes the statement and continue 
this hearing tomorrow morning and ask Mr. McIntosh to appear. 

Senator Munpr. We will have that information by tomorrow morn- 
ing? 

Chairman Haypen. Yes. 

Mr. Herter. I will be just a minute or two longer, Mr. Chairman. 

As a result we have been able to provide significant loan assistance 
for the implementation of sound development projects in such im- 

ortant countries as Pakistan and India in South Asia; Taiwan, 
ores, the Philippines, and Vietnam in the Far East; Turkey, Iran, 
and Greece in the Middle East; Liberia and Sudan in Africa, and 
Ecuador, Paraguay, and Honduras in Latin America. But what has 
been done meets only in part the challenge before us. 


DEVELOPMENT IMPORTANT TO FREEDOM AND SECURITY 


With the full amount of this request the Development Loan Fund 
can continue to provide a major response to the compelling aspira- 
tions for development. It can play acritical role in assuring that eco- 
nomic progress will be sought under the free rather than under totali- 
tarian systems. ‘The Development Loan Fund, by assisting in the de- 
velopment of the less developed areas, strengthens freedom there, and 
contributes to our own security and welfare. 


CONCLUSION 


I cannot emphasize too strongly the importance of this request. 
The Development Loan Fund, established after a most careful exam- 
ination by the Congress and the executive branch of our programs, 

uts our assistance to economic development on a sound, business-like 
oan basis, and has proved an essential element of our foreign policy. 

Chairman Haypen. We thank you for your statement, sir. 

As I have stated, this committee will now have to stand adjourned 
antil 10 o’clock tomorrow morning. 

Senator Hottanp. Mr. Chairman, may I ask one thing at this 
time? 

Chairman Haypen. Yes. 

Senator Hotxianp. I hope that whoever can give us a clear picture 
of the loan to Ecuador to apply on the construction of Pan-American 
Highway may be available in the morning. 

Mr. McInrosu. Yes, sir. 

Senator Dworsnak. Mr. Chairman, will we have an opportunity 
to question the Secretary tomorrow morning ? 

Chairman Haypen. If he desires to come back; yes. 

Senator DworsHax. Some of us have withheld our questioning in 
order to permit him to complete his statement. Now we are going 
to be foreclosed. 
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Chairman Haypen. [I just assumed that Mr. McIntosh being the 
manager and director, could probably better give detailed informa- 


tion than the Secretary. 
QUESTIONS OF POLICY 


Senator DworsHak. We do not want detailed information; we want 
something dealing with policy. 

Senator SatronstatL. May I suggest this to my colleague: Because 
there are some very serious problems in the State Department today, 
Mr, McIntosh and Mr, Dillon, who is now in Wellington, are the ones 
who are close to this question. I think I am frank in saying that 
Mr. Herter is not close to the question, but knows the general policy, 

Would it be possible to permit Mr. Herter to come back at a later 
date if there are some questions of policy that Mr. McIntosh cannot 
answer? That would be my question because there are some awfully 
heavy problems in the Department of State now. 

Perhaps Mr. Herter could come back at a later time and answer 
some specific questions of policy, while Mr. McIntosh could go into 
the details of the fund and then the policy questions Mr. Herter can 
come back to answer. 

Mr. Herter. If that is the wish of the committee, I will do as the 
committee wishes. I appreciate the fact that these are very busy days, 

Chairman Haypen. Is that satisfactory to Senator Dworshak ? 

Senator DworsHak. Yes, sir. 

Chairman Haypen. Very well, then, this committee will stand 
adjourned. 

(Thereupon, at 11:20 a.m., Thursday, April 9, 1959, the committee 
was recessed to reconvene at 10 o’clock Friday, April 10, 1959.) 
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SECOND SUPPLEMENTAL APPROPRIATIONS BILL FOR 
1959 


FRIDAY, APRIL 10, 1959 


U.S. SENATE, 
ComMiITree ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10 a.m., pursuant to recess, in room 1224, 
New Senate Office Building, Hon. Carl Hayden (chairman) presid- 
ing. 
Present: Chairman Hayden, Senators Chavez, Ellender, Robert- 
son, Holland, Bible, Byrd, Saltonstall, Young, Mundt, Dworshak, 
Kuchel, and Allott. 


MUTUAL SECURITY PROGRAM 
DEVELOPMENT LoAN FuNpD 


STATEMENTS OF HON. CHRISTIAN A. HERTER, ACTING SECRETARY 
OF STATE, AND HON. DEMPSTER McINTOSH, MANAGING DIREC- 
TOR, DEVELOPMENT LOAN FUND, ACCOMPANIED BY HON. WIL- 
LIAM B. MACOMBER, JR., ASSISTANT SECRETARY OF STATE FOR 
CONGRESSIONAL RELATIONS; JOHN 0. BELL, SPECIAL ASSISTANT 
FOR MUTUAL SECURITY COORDINATION; HART PERRY, DEPUTY 
MANAGING DIRECTOR FOR LOAN OPERATIONS, DEVELOPMENT 
LOAN FUND; AND JOHN E. MURPHY, ASSISTANT DEPUTY DIREC- 
TOR-CONTROLLER, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 


OPERATING NEEDS AND PRACTICES 


Chairman Haypen. The committee will be in order. 

My recollection that when we adjourned yesterday, Senator Dwor- 
shak wanted to ask a question. 

Senator Dworsuak. I am not prepared, right at this minute, to 
proceed. I had something yesterday that I wanted to ask, which 
referred to policy. I will be ready to ask it later. 

Chairman Haypen. Let me ask Mr. McIntosh if he has a prepared 
statement. 

Mr. McIntosu. Yes, sir. 

I welcome this opportunity, as Managing Director of the Develop- 
ment Loan Fund, to appear before you today. 

Senator Ex,enper. May I ask if your statement is along the same 
lines as that made by Mr. Herter yesterday, as to the need for the 
full amount? 
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Mr. McIntosu. This is my statement supplementing Secretary 
Herter’s statement. 

My purpose is to supplement the remarks of Secretary Herter from 
the vantage point of the Development Loan Fund’s day-to-day oper- 
ating needs and practices. 

I should like to describe how, in slightly more than 1 year, the 
Development Loan Fund has organized and staffed itself, established 
basic policies and operating procedures and attained a capability for 
making sound, businesslike loan commitments at the rate of about 
$700 million a year. This record should dispel any doubt that the 
Development Loan Fund can handle in a prudent way the full $625 
million authorized for this fiscal year. 


PERSONNEL AND ADMINISTRATIVE EXPENSES 


Senator Extenper. In that connection, Mr. McIntosh, will you 
place in the record a listing of your entire staff, what they are being 
paid, and where they are located ? 

Mr. McIntosu. Yes. They are all located in Washington, but we 
will put that information in the record. 

Senator E.ienper. Include the entire cost, including the extras, 

Mr. McIntosu. Yes, sir. Our total administrative expenses are 
limited to $1,250,000 this fiscal year. 

(The information referred to follows :) 


DEVELOPMENT LOAN FUND 


Fiscal year 1959 administrative expense estimates 
Object classification 


Amount 
EE LLLP LLL LEE A $605, 500 
I ac cad ek sa Sestsielecousesines 75, 000 
a cmt eevetintsiodiniiidie ee 1, 000 
a I siccstisimintususgpeneiuienionawns 19, 000 
ee ne ee nee a erie ime ces 67, 500 
ee, ee 33, 000 
ee i icin ine mnminmmeetenereee 132, 700 
Services performed by other agencies.__.......----.-_-_-_-- 235, 800 
IT ee ee econ 7, 500 
a ie lil ie he Si einen enuewumacemee 37, 000 
11 Grants, subsidies, and contributions; contributions to the re 
I alas tas coeichiniemcninsominaeeigia 84, 000 
I anieesimecenanpieptmenmbanenion 2, 000 
Total limitation, fiscal year 1959*.......................... 1, 250, 000 


1As the DLF is a Government corporation. no separate appropriation was made for 
administrative expenses in fiscal year 1959. Rather, Congress approved a limitation of 
$1,250,000 on the total amount of corporate funds that may be used for this purpose during 
the current fiscal year. A limitation upon administrative expenses will also be requested 
for fiscal year 1960. 
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DEVELOPMENT LOAN FuNpD 


Personnel on duty as of Mar. 31, 1959 














Title Name | Grade Salary 
OFFICE OF MANAGING DIRECTOR 
IRN ooo cnananeonneace pete perancesiae Dempster McIntosh. ......-...- Stat. $20. 000 
Special assistant -....--------------------------.-- oo RA gg Se GS-15 13, 970 
A. eee ES aS A Sea ee GS-14 11, 355 
NE npbrkingee nano sendianoncwonnedambpinieu a UE odacamesnncnencihuiwe Gs-9 5. GR5 
tr dil ic a halos Ss Sa. ldane wale aceebmeasaner abcess Bia, Me reins canes S aeees GS-7 4, 980 
ete a dle aa nk nhe wee aaainteggmas mee cei A. Lightfoot... .-- Shits ketene Gs-7 5, 880 
ra ee Sn 8 ee canbe GS-5 4, 940 
INI onc Cnonccnmaccenmianedarecon Oe eS areas WB-5 4, 283 


DEPUTY MANAGING DIRECTOR FOR FINANCE AND DEVELOPMENT 





Deputy Managing Director-.....-.-.--.- cdupanned Robert B. Menapace-...--...--- Stat. $19, 000 
iS-1! 
Assistant Deputy Managing Director....-...--..- Robert 04; Cabot. ......-.2.<.0c- (Paha \ 14, 520 
Chief, Private Investment Division..........-.... Hamlin Robinson... -....-.--.-- GS-16 14, 190 
NE Sos anvatinvsiesohvancassadhepauciik George S. Springsteen.......--_- GS-15 12,770 
Development officer. ........---.-. cine ids 8 atpeteagdel IN") go A ae GS-14 11, 355 
Secretery-...-.-...-.-.-- ink thie wieionin dint aemiagt eal e Bs PN id nage nine as wainaree GS-7 5, 580 
Tt aes ten bhabndmannnic wasn eicmmmpeenae Ps SN is ain egeredscenaiei anion’ GS-7 5, 580 
a deta seskihiie Aeterna th ihioetins dinkin Goaoeniminen penta DEE, cccuedenbaicaadaonsaensa Gs-6 4. 490 
BR inec0n ccetnakcen-evnesescesenasecansiedunes Phakic PONIOD ce cciceneceness< GS-6 5, 240 





OFFICE OF THE SECRETARY 





IER IRIE acc cenaneubensewanioegahiol Pon Bi POOP: sot sccccenneneus Stat. $15, 150 
IND. Nan emacadiawecadnsa kang oan uees hk ee or Se cone ncbeous GS-14 11, 355 
Assistant to the Secretary... -_..........--......-- it MN Cniveimncctinnsccucoue GS-13 9, 880 
IN on Scctinnaceeéanceabanenebeowihous ara aes GS-11 7, 510 
OS ee ne - PO Res oe danas dcencun etee GS-11 7, 030 
Communications analyst -_-_......................- S| ee ee ae FSS-11! 

GS-7 } 5, 500 
NN 350 wtindcabinnkhaadashaal eine lS RS oiincee chicken wacaed GS-7 5, 130 
Communications analyst.............-.-........-| J D5 es SON: 2 odadinamawennacnned GS +4 4, 940 
eh ie heal Oana aw ahinnmh embed 4 OO SR ee GS-6 4, 790 
Dr ERAVO SOSIILONE ... n,n cnccccscccenncnces a Ros ee ee GS-6 4, 490 
Statistical clerk (stenographer)...............-...- Ry WEES Ea eee GS-6 5, 390 
I indi tundbnctinobacbadeswesbaekbdoucsih iy ONIN on a casanenite ...| GS-5 4, 640 
IN a chic code cenaseneeendncksauwede oe ee ee ee ee GS-2 3, 825 





OFFICE OF GENERAL COUNSEL 





Deputy General Counsel] (Acting.General Counsel) | Ralph W. Golby-..-......-.---- GS-14 $11, 355 
Assistunt General Counsel_-.........-..--.------- Timothy B. Atkeson..___..---- GS-13 9, 890 
CN tic aahewabanauekntblestucdevideels ....-| George Rublee._...........-.-- GS-13 9, 890 
ie a SA I a ee .--s-} Samuel V, Goekjian..........- GS-11 7, 030 
nc ne ce reinisteth aiid ana te aaasae Rs DATOiee. os a2 25.60-5.-2....-f GE 7,030 
I thc). Gc nddh osumageebiakatts cexpacecks RABBIS, ol ab pn ete eenne de GS-6 5, 390 
ae ae cies ciae ch ccigied pacaagebsadoson oe bespsines teers ea chns ore ae mse tatoaeae GS-6 4,940 
Neon ct eclinattebhehsohias code ded tothhe ioe INE 1 5i Lt a cltnicidn ions GS-6 5, 390 
Nl on age ne cacceutinnes Bred ttaae eI ckcaaccannaden GS-5 4,790 





! Reimbursable detail from ICA. 
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Personnel on duty as of Mar, 31, 1959—Continued 


Title 


Name 





Gfade 








— 


Salary 


OFFICE OF THE DEPUTY MANAGING DIRECTOR FOR LOAN OPERATIONS 


LOAN OPERATIONS 














} 
| 

Deputy Managing Director-.- .-| Hart Perry. Stat. $18, 000 
Assistant Deputy Managing Director. _...| Edmond €. Hutchinson _ - Stat. | 17, 500 
Chief Engineer. ___- accel ded Robert L. Moorman. GS-16 | 14, 430 

Deputy Chief, Loan ‘Operations _ _- _..------.--..| Reginald F. Chutter.- GS-i5! | 13, 
FSR-3 | 310 
Deputy Chief, Loan pe ation _ Samuel Hassman Gs-15 | 13, 670 
Loan officer... _---- a Maxwell Obst_. GS-15 | 13, 070 
TR dis ae : ee rs Ralph E. Phillips- bs GS-15 | 13, 970 
A 5 ae acetal ice mm cine William C. Ryan... GS-15 | 12, 771 
De...1... ciabes Hazel K. Shorter-- GS-15 | 13,970 
Assistant Chief Engineer. --_- | John W. Delaplaine._- GS-15 | 12, 770 
Loan officer... : John Ulinski bee GS-14 11, 835 
RS Douglas 8B. Smith-- GS-14 11, 355 

De=-. Erwin C. Hannum...--- GS-14! 1F 
FSR-2 |f 15,180 
eiececatn erie. eco: . E. Edward Scoll-- GS-14 11, 355 
le eat eee ne ee Philip O’ Brien. sd-pesencuy GBr14 12, 315 
Do.... : ee mee : : M. Milburn Pehl_-- | GS-13 9, 890 
Do-__.. ee - ae E. Gonzalez____- ..| GS-12 | 8, 330 
Secretary --.-.-- ‘ ar M. Mitchell___.- GS-8 5, 470 
Do__.. : ..| V. Moye | GS-7 | 5, 580 
ees ed ; ...| M. Dickey. : | GS-6 5, 390 
TPO cad ; lt : M. Olsson ~ : | GS-6 4, 490 
SPR nbn cked, ert 3 : a B. Lyngas---.- -t2-0-1 GS-6 | 5, 390 
ae 3 28 M. O’Malley__- | GS-5 4, 490 
I ao Se laa i aia, Bead : aise a ID cine al .--| GS-5 | 4, 640 
DO. ct ‘ seen ...-.| M. Higgins. - G3-5 4, 340 
tek petAcantencacae ..--| M. Freeman. . GS-5 4, 490 
I ioaiebasnetialaicedseleesbivieaanoti a ..| D. Kemp-------- ana GS-5 4, 940 
1 = : | E. Blair...-. GS-4 3, 755 





* 1 Reimbursable detail. 
NotE.—Total personnel on duty Mar. 31, 1959, 67. 


RATE OF LENDING 


Mr. McInrosn. It shows that we are now virtually out of loanable 
capital, and it confirms the need for the full $225 million which we 
have requested, if the Development Loan Fund is to maintain, until 
fiscal year 1960 funds become available, the rate of lending thus far 
attained. Secretary Herter has already noted the importance to our 
foreign policy of sustaining this level of operations and the pitfalls of 
stop-and-go activity. 

I shall refer frequently during my statement to the yellow-covered 
presentation book before you. This book, which is entirely unclassi- 
fied, provides a concise and comprehensive picture of what the Devel- 
opment Loan Fund is and what it has done to date. 


ESTABLISHMENT AND PURPOSE OF FUND 


As you know, the Development Loan Fund was established under 
the Mutual Security Act of 1957 and incorporated under the act of 
1958. It was created as a needed supplement to existing sources 


which finance investment in the less developed areas, institutions such 
as the World Bank, the Export-Import Bank, the International Fi- 
nance Corporation, and private investors and lending institutions, 
It is carefully desiged, both through legislative mandate, and in oper- 
ational practice, to avoid any possible duplication or competition with 
those other funding sources. 








le 
ve 
til 


er 
of 
eS 
ch 
i. 


T- 
th 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 663 


PURPOSE OF THE DEVELOPMENT LOAN FUND 


The Development Loan Fund is a specialized instrument of U.S. 
roreign policy operating under the foreign policy guidance of the 
Secretary of State. Its specialized purpose is to promote long-term 
economic growth and to do this in an efficient, businesslike manner, 
and its authorities, policies and procedures are shaped with this 
purpose inmind. 

Thus, its financing is exclusively in the form of loans and other 
forms of credits—it does not make grants. It makes loans only for 
specific projects and there is a separate loan agreement on each proj- 
ect tailored to the particular situation. Its repayment terms are 
flexible. 

In recognition of the fact that at the present time foreign exchange 
is a critically short resource in many of these less developed countries, 
repayment in local currencies is permitted where advisable. The 
Development Loan Fund does not program annual levels of assistance 
for particular countries. It focuses primary responsibility on the 
Governments or private businessmen concerned by responding only to 
sound proposals which they submit. 


OBLIGATION OF FUNDS 


Congress shaped the Development Loan Fund in other ways so as 
to enable it to operate in a businesslike manner. The Development 
Loan Fund is not required to obligate its capital within any specified 
time period; it can obligate funds when it is convinced that efficient 
use can be made of them in connection with specific projects. It isa 
revolving fund, able to relend its repayments and earnings, and it is 
now a Government corporation shared by the Under Secretary of 
State for Economic Affairs, and having as its other Directors the 
Chairman of the Board of Directors of the Export-Import Bank; 
the U.S. Executive Director of the World Bank, who is also an Assist- 
ant Secretary of the Treasury; the Director of the International Co- 
operation Administration; and myself, as Managing Director of the 
Fund. This corporate form not only subjects the Development Loan 
Fund to the reporting and financial requirements of the Government 
Corporation Control Act, it also gives it an identity which empha- 
sizes its distinct, businesslike role in carrying out U.S. foreign policy. 


FIRST YEAR’S PROGRESS 


As Secretary Herter has indicated, the Development Loan Fund 
now has behind it about 14 months of active experience. Although 
Congress authorized its establishment in the fall of 1957, there was a 
necessary preparatory period before actual operations could get un- 
derway. As a result, it was unable to handle loan requests until 
January 1958, with one-half of the fiscal year 1958 remaining. 

The chart on page 2 of the presentation book points up graphically 
the basic trends in Development Loan Fund activity through January 
1959. 

Two months later, as of March 31, the Development Loan Fund had 
taken under consideration proposals totaling almost $3 billion. These 
are screened proposals and do not include many applications and 
inquiries that appeared at the outset to be inappropriate for Develop- 
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ment Loan Fund financing. All have passed a preliminary review 
indicating they are the types of projects which appear to be eligible 
for Dev elopment Loan Fund financing subject to an intensive 
evaluation. 

From this total, $830 million in proposals were later withdrawn, 
transferred to other interested financing institutions, or found on 
further examination to be inappropriate for Dev elopment Loan Fund 
financing. 

As of the end of March, rather than the January 31 date in the 
ee tare book, $698 million of this total had been approved for 
oans. As of this moment, only $844,000 of the Fund’s appropriated 
capital of $700 million is still available for loans. And almost $1.5 
billion in screened proposals are still on hand and under consideration, 


COMMITMENTS TO DATE 


The loans made thus far are all for specific, sound projects. Mr. 
Dillon, as Chairman of the Board, and I, as Managing Director, have 
gone over each commitment together w vith our other colleagues on 
the Board of Directors. The Board has : approved each loan. Iam 
satisfied that each commitment is technically, economically, and finan- 
cially sound, and will contribute to economic growth. 

Senator ELLenper. When you say that you are satisfied that each 
commitment is technically, economically, ‘and financially sound, do 
you mean that there is no question in your mind that the loan will be 
collected ? 

Mr. McIntosn. That is right—and also the project will be of eco- 
nomic benefit to the country, and that it is a technically and finan- 
cially sound undertaking. If it is a private enterprise, we believe that 
it will be profitable. 

Senator Eitenper. Well, I hope you can maintain that view when 
we discuss one of the loans made to Taiwan. 

Mr. McIntosu. We will try to do that. 


DISTRIBUTION OF LOANS 


The chart on page 3 of the presentation book shows our loan com- 
mitments as of January 31, indicating that the Far East had then 
obtained 25 percent of our loans, south Asia 37 percent, and the Near 
East 19 percent. The remaining 19 percent represents loans in Latin 
America, Europe, and Africa. 

The uses of these loans are summarized on page 20 of the “Presen- 
tation Book” in the table which shows total commitments according 
to functional categories. It can be seen from this table that over 
one-half of our loans as of January 31, were for basic facilities in 
the fields of transportation and power. The remainder have been in 
the fields of industry, food -_ agriculture, mining, water supply 


and sewage, and municipal development. 

About one-third of our loans will directly benefit private enter- 
prise in the less-developed areas. A total of $92 million in loan com- 
mitments had then been made directly to private borrowers, another 
$132 million have been made directly to governments for the purchase 
of imported equipment which will be made available to local private 
industries. 
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You can obtain an impression of the worth and variety of loans 
approved thus far from the individual descriptions which begin on 
page 17 of the “Presentation Book.” I should like to illustrate the 
scope and flexibility of our operations by bringing to your attention 
three types of transactions entered during our first year. 


TYPES OF LOANS 


First, there is what we call a joint operation, involving the exten- 
sion of a loan or loans in conjunction with the other lending institu- 
tions or governments. For example, shortfalls in projects financed 
under India’s second 5-year plan were met with several loans totaling 
$175 million in conjunction with credits extended to India by the Ex- 

ort-Import Bank, the IBRD, and the Governments of the United 
Kingdom, Germany, Japan, and Canada. : 

A somewhat similar joint operation was undertaken in connection 
with Turkey last year. 

In Thailand the Development Loan Fund joined with the Export- 
Import Bank in extending loans for power development. The Ex- 
port-Import Bank made a loan of approximately $14 million for a 
thermal power installation while the Development Loan Fund made 
a loan of $20 million for a power distribution system. Both loans 
together make possible a project involving power generation and 
distribution in and around Bangkok. 

A second type of credit operation is the loan guarantee. The De- 
velopment Loan Fund made a direct loan of $2 million to expand 
shipyard facilities in Taiwan. In addition, it guaranteed for a fee 
a $4.5 million loan by two U.S. banks for the construction of ships in 
this yard. This guarantee made possible the use of private capital 
in assisting the growth of an underdeveloped economy. 

The third type of credit operation is exemplified by one in Guate- 
mala which is assisting small private enterprises to play an important 
role in developing the economy of that country. 

Guatemala is a country which has been hard hit by the depressed 
state of the coffee market. This has contributed to unrest and Com- 
munist activity in Guatemala. The country has, however, one re- 
source which so far has gone largely undeveloped. It contains the 
only area in this hemisphere where the higher yielding types of rub- 
ber trees can grow without being stricken by blight. 

The Development Loan Fund loan of $5 million, repayable in 12 
years in U.S. dollars at 534 percent interest, will be relent to small 
private investors to cover the foreign exchange costs of procuring 
certain equipment, materials, and services from outside their country. 
In time, rubber exports should earn about $30 million in foreign ex- 
change for Guatemala. In addition, the increased production of raw 
rubber will supply a Guatemala tire factory, which must now rely on 
imports, thereby utilizing scarce foreign exchange. 


LOAN REPAYMENTS 


The Development Loan Fund has, during its early stages, been 
engaged in the initial administrative phases of loan operations. 
Thus, it has established basic policies, received and reviewed applica- 
tions, approved some, and concluded loan agreements. But much 
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more must follow: Disbursements will accelerate in time, repayments 
will begin to return in volume, and actual project progress wiil begin 
to be evidenced as contracts are let, procurement undertaken, and 
construction begun. 

Even now, loan repayments and guarantee fees are beginning to 
accrue. To date these total the equivalent of $241,000 in both dollars 
and local currency. By the end of this fiscal year we estimate, based 
on our assumptions as to disbursements, the collection of interest and 
fees will total $1.9 million, and princi val repayments about $50,000, 
These dollar and local currency funds become available for relending 
for economic development. 

Senator Cuavez. That is out of what total ? 

Mr. McIntosu. Well, out of total loans of $698 million. 

Senator Cuavez. You collected around $1 million ? 

Mr. McIntosu. We expect to collect about $1,900,000 by the end 
of this fiscal year. 

Senator Eitenver. Isn’t that a small amount? 

Mr. McInrosu. We have made loans and commitments of $698 
million, but the disbursements against these loans will be about $100 
million by June 30, 1959. 

Senator Cuavez. What are our prospects of collecting that interest! 

Mr. McInrosu. We expect to collect all the interest and amortiza- 
tion payments as due. 

Senator Cuavez. You will not come back to the Congress and ask 
it to forgive the interest ? 

Mr. McIntosn. No, sir. 

Senator Cuavez. You did that before, did you not ? 

Mr. McIntosu. Not in the Development Loan Fund. Of course, 
we have not had much opportunity. 

Senator Satronsratyt. Mr. Chairman, may I say this: Do you do 
yourself justice there? The loan disbursements to date are $32,- 
688,000, is that right ? 

Mr. McInrosu. Yes. 

Senator Satronsratu. And on that you expect to collect $1,900,000 
in interest and fees and principal repayments of $500,000. I was 
going to say that, when you are talking about $698 million, which 
is what you are really talking about, you cannot get a repayment on 
something you have not disbursed. 

Mr. McIntosu. That is right. 

Senator Satronstauu. I do not think you brought that out. 

Mr. McInrosu. I am sorry. The disbursements thus far as of 
March 31 are approximately $32 million. We anticipate that dis- 
bursements by the end of the first fiscal year will be in the neighbor- 
hood of $100 million, and out of that we expect to collect interest 
and fees of about $1.9 million and principal repayments of about 
$50,000. The statement that I am reading from has that figure in- 
correctly stated as $500,000. It should be $50,000. 


FEES FOR LOAN GUARANTEE 


Senator E.tenper. Describe these fees for us. 
Mr. McIntosu. The fees are for guarantees on loans. We have 
guaranteed two loans. We guaranteed a loan made by the Bank of 
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America and another loan made by the Marine Midland Trust to 
Ingalls-Taiwan Shipbuilding Corp. 

Senator ELLenper. What is the fee ? 

Mr. McIntosH. We charge them a fee on each loan of 2 percent. 
We thought it was adv isable to bring in private banking capital. 

Senator ELLeENDER. You charge 2 percent to guarantee the loan? 

Mr. McInrosu. Yes. We charge them a fee for guaranteeing the 
loan. 

Senator Ettenper. That is in the nature of insurance. 

Mr. McIntosu. Yes. 

Senator ELtenper. Do you reinsure these loans or do you carry the 
insurance yourself ? 

Mr. McInrosu. We carry the insurance ourselves, 

Senator ELienper. What is the total amount of guarantee loans? 

Mr. McIntosn. The loans amount to $4,500,000. 

Senator ELLeENpER. What period of time is covered by these two 
loans? 

Mr. McInrosu. I think they are about 2-year term loans, very short 
term loans. 

Senator ELtenper. Can you protect yourself on 2 percent ? 

Mr. McInrosu. I think that is a reasonable fee. Without a guar- 
antee, under normal conditions a bank would, assuming all the risk 
itself, charge perhaps 4 or 5 percent, so I think our guarantee is OK. 

Senator ELLeNnper. What is the rate of interest charged by the bank 
to the borrower ? 

Mr. McIntosn. I believe they are charging about 414 percent. I 
am not certain about that exact rate. 

Senator E:tenper. In addition to that, they pay 2 percent? 

Mr. McInvosu. Yes, sir. 

Senator ELLtenper. Which would make 61% percent per year? 

Mr. McIntosu. Yes, approximately. 

Senator ELLenper. And that is paid by the borrower ? 

Mr. McInvosu. Yes, sir. 


ANTICIPATED COLLECTIONS 


Senator SatronstaLtu. Mr. McIntosh, with relation to the year’s re- 
sults, the results at the end of this fiscal year, on loans of $100 mil- 
lion—not loans, but cash disbursements of $100 million—you expect 
to collect about’ $2,500,000 ? 

Mr. McIntosx. No. That “$500,000” figure in my statement 
should be corrected to read “$50,000.” We expect to collect about 
$1,950,000. 

Senator § SattonstaLu. Then you expect to collect approximately 2 

recent ¢ 

Mr. McIntosu. Yes. But of the loans we make normally, and this 
has been the experience in the Export-Import Bank and the World 
Bank, too, during the first year disbursements amounted to only about 
10 percent, the second year disbursements would be more, so your dis- 
bursements during this first fiscal year will amount to only about 
$100 million. 

Senator Sattonstati. Now you want to correct the statement, ac- 
cording to the record then, that that “$500,000” figure should be made 
to read “$50,000” ? 
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Mr. McInrosu. Yes, sir. It has been corrected on some of the 
copies that have been passed out to the members of the committee, 


FUNDS AVAILABLE FOR RELENDING 


These dollar and local currency funds become available for relend- 
ing for economic development. 

Senator ELienper. You say, as the funds are collected, they become 
available for relending ? 

Mr. McIntosn. Yes, sir. 

Senator ELLENpER. To whom ? 

Mr. McIntosn. To any borrowers whom we approve. 

Senator ELLenpER. Suppose you collect rupees from India, what 
will you do with them ? 

Mr. McIntosu. We will loan them in that country. 

Senator E:ienper. So the fund will only revolve in that country. 

Mr. McInrosn. Of course, if we collect dollars or convertible cur- 
rencies, we can use those any way we wish. 

Senator ELttenper. What percentage of your loans is repayable in 
dollars? 

Mr. McIntosu. About 20 percent. Of the loans we have made, 
about. $135 million are repayable in dollars. 

Senator Exttenper. Are you able to tell us what percentage of the 
rest of the money which will be paid back will be convertible ? 

Mr. McIntosn. No one could tell that, Senator. Some of the local 
currencies, for example, the Honduran lempira, is convertible at this 
time. The Guatemalan currency is convertible. At this time the 
Indian rupees, where we have made our largest major loans, are not 
convertible. 

Senator Ertenper. What about Pakistan and Taiwan? 

Mr. McIntosn. It is hoped that all of those currencies some day 
will be convertible. 

Senator E.ienper. Your biggest loans have been in countries 
where you cannot convert; is that right ? 

Mr. McIntosn. The reason we made those loans to be repayable in 
local currencies in those countries is because those countries are not in 
a position to repay in dollars. 

Senator Et.enper. I want to reiterate the position I took yester- 
day. It strikes me, you ought to lend this money in countries which 
have not received grants from us. I hope to point out to the com- 
mittee, as we go along, the huge amount of grants that we have made 
to countries where you have now made your greatest amount of loans. 

Senator Byrp. May I ask a question at this time? 

Chairman Haypen. Yes. 

Senator Byrp. Mr. McIntosh, are you saying that 20 percent of the 
$241,000 is repayable in dollars? 

Mr. McInrosn. No; 20 percent of the total loans or commitments 
that we made. That is roughly. 20 nercent of the $698 million. 

Senator Byrp. How much of the $241,000, referred to at the bottom 
of nage 6 of your statement. has been repaid in dollars? 

Mr. McIntosu. About $50,000 of the $241,000 is in dollars. 
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UNCONVERTED CURRENCIES ON HAND 


Senator Byrp. I wonder if it would be a fair request of Mr. Mc- 
Intosh to ask if he could supply the committee with information con- 
cerning the total amount of foreign currencies that we have that we 
have been unable to convert into dollars ? 

Mr. McIntosu. We can give you a statement of that, according to 
the best information available. 

Senator Byrp. And alsoa breakdown of the currencies by countries, 
if you please ? 

Mr. McInrosu. Yes, sir. 

Senator Byrp. Would it be possible for Mr. McIntosh or ICA to 
supply the committee with this information, because I think it might 
be surprising to know the amount of foreign currencies we have which 
are practically worthless, except maybe to reloan to some of these 
same countries ? 

Mr. McInrosu. I will ask Mr. Murphy to furnish the committee 
with that. 

Mr. Moreny. We will furnish you with a table. 

(The material referred to follows :) 


June 30, 1958, value of local currency balances under the control of mutual security 
program agencies, by region, country, and source of currency 


(In thousands of dollar equivalents] 





Unobligated or uncommit- 
ted deposits at June 30, 














1958 
Region and country =e . waists 
At agree- At market 
ment rates ! rates 2 
SEES eR eC RS Oe TA eee SN Te REE E SO a 399, 244 292. 664 
SENET a LOE LE ART a Sat ee 
Cg IS Rg Wy EN a AE =e CS RO 1, 058 1,0°2 
Public Law 480, title I (U.S. owned) --.....-____- Rte eis oe te eek ee 4, 709 4, 737 
Belgium, MSP (U.S. owned), total...........------.- eo aa 
France, Public Law 480, title I (U.S. owned), total...........___-__________- 660 5FO 
Germany, MSP (U.S. owned), total__- BACT at 3, 195 3,199 
Iceland, Public Law 480, title I (U.S. owned), total__.___- Daphe See Os oe Fe, 574 371 
IE ee sci Ss : oe a 47, 861 47, 861 
MSP (U.S. owned).---- ae al os Ee nich ego 3, 840 3, 840 
ee Seer en me CL) OO” CE oo icine dd Sele esmdab oodee 44, 021 44. 021 
SE te en eee eee eee 108,203 | 78,716 
MSP (U.S. owned)....__- Saeisietecie tbe on aad scoaleion ta aton oh ecbeasealeaca sted oo doinouariatoe maa 12,176 8, 522 
nt Raat meee ASE 0 009.08, CUPID oo ce anos ccucheacmekcusyueetbanccs 96, 027 70, 194 
United Kingdom, MSP (U.S. owned), total...........-.-...------.-------- 20,959} «21,043 
sa edie oe cee msauacsianumminm aba 211, 125 134, 226 
i 22, 206 12, 445 
Public Law 480, title I (U.S. owned) - -........-.......--...-.__- cede 188, 919 121, 781 
MIND Feb 982k ork ie aaa. oe 
ee ee ee ee ee ee ee eras 4, 500 4.145 
Near East and South Asia, total..........-....---.----------------e-0 442,799 | «428, 338 


See footnotes at end of table, p. 671. 
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June 30, 1958, value of local currency balances under the control of mutual security 
program agencies, by region, country, and source of currency—Continued 


[In thousands of d 


Region and country 


ollar equivalents] 


Unobligated or uncommit- 
ted deposits at June 30, 
1958 


At agree- 
ment rates ! 


At market 
rates 2 








Afchanistan, MSP (U.S. owned), total 
Cava peer 1U.0- OWned), COCR s.........< ecc nc cnces Gcbeweke toed 


lial steel cis tal clita a nigh sinint eb tthe bn dinentennbybhette « 


MSP (U.S. owned). 
Public Law 480, title I (U 


ins iiclaaeeeeborntos arian lentiatitie Rei caine iT Elias 


MSP (U.S. owned) yi 


Public Law 480, title I (U. 


India, total 


MSP (U.S. owned) 


S. 


Public Law 480, title I (U. 


Tran, Public Law 480, title I (U.S. owned), total. _.................----____- 


Israel, total 


MSP (U.S. owned) 


Pakistan, total 


MSP (U.S. owned) 


Public Law 480, title I (U.S. owned) 


Turkey, Public Law 480, title I (U.S. owned), total 
Tee ine web emnaatenhner abe auaanwen ; 


Public law 480, title I (U.S. owned) 





we . 
| air 
1, 172 | 432 
30 | 30 
15, 645 | 12, 492 
2,479 | 1, 979 
13, 166 | 10, 513 
| ~—s«3,642 | 13, 652 
10, 672 | 10, 672 
2,970 2, 980 
40,075 40, 435 
245, 370 247, 846 
3.927] «3,983 
15, 766 15, 766 
638 . 638 
15, 128 15, 128 
65,947 | 66, 695 
erent f nennaneneneoeetS) 
2, 683 | 2, 724 
63, 264 63, 971 
41,225 | 27,087 
161,402} «114, 770 

















Burma, Public Law 480, title I (U.S. owned), total__._......----.----------- 16, 87 17,171 
IN NNN a ay soiree ken oe cee kes te cecee ad. eee ae 9, 122 6, 265 
a ee ee ae 5, 468 3, 755 

ee ee RP LED, CWUINODD is ccc ce nc ckw i ececensnnccecsatuns 3, 654 | 2, 510 
Indonesia, Public Law 489, title I (U.S. owned), total_........--_-____--____- 67, 836 6, 216 
Japan, total... --.------ a eS cect cloacae 4, 680 4, 680 
—neiinvingitiindaai I reese 

I nN ea ee taann f2 | 52 
Pais tay ee Ube 1 (0:8: owned): ....._...._. 4,628 4, 628 

a aeeioweran aa! caw «48,205 | «48,205 
NN ESS OL ET OC EE 36, 591 36, 591 
rubiie Law See, cue I (0-8. owned)... .... 2.2 ee 11,614 11, 614 
Pao Ber «Ue. eeee):, 6008... =...-..-...- a on Cn 25 meer 
NE OO ect o-c- smo eae Mena whew duatad eee 8, 068 | 8, 082 
Way a eta kd 2,234 | 2, 2% 
Public Law 480, title I (U.S. owned) ___._-_---_------- 5, 834 | 5, 856 
Thailand, Public Law 480, title I (U.S. owned), total_......._.......______. 4,581 | 1,613 
Vietnam, MSP (U.S. owned), total_._...-- lati atat seek a fiseoea eed ans a eats 5,012 | 2, 513 
ee Se enn ee i es acaapebot dens 58, 594 98, 494 

= = = = SS 

Argentina, Public Law 489, title I (U.S. owned), total__...._.__________-- 18, 231 7, 77 
Bolivia, MSP (U.S. owned), total__._- ee tee oe : 33 | 32 
Brazil, Public Law 480, tit’e I (U.S. owned), total__............--_-___- Pace S2 29, 441 12, 894 
Chile, Public Law 480, tit’e I (U.S. owned), total___.........-.-.-2-22- 22.8 1, 424 | 689 
Colombia, Public Law 480, tit'e [ (U.S. owned), total__...........-----_-___.- 2, 134 | 1, 054 
Ecuador, Public Law 480, tit’e I (U.S. owned), total. _____.._.-_-____._-_.___- 994 910 
gl on ET | i ag sep a a ce 201 201 


See footnotes at end of table, p. 671. 
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June 30, 1958, value of local currency balances under the control of mutual security 
program agencies, by region, country, and source of currency—Continued 


{In thousands of dollar equivalents] 


Unobligated or uncommit- 
ted deposits at June 30, 
1958 


Region and country 











At agree- At market 
ment rates ! rates 2 
Mexico, Public Law 480, title I (U.S. owned), total_......--..-.----------.--.- 94 94 
Peru, Public Law 480, title I (U.S. owned), total_._....-.-...---...----.-.-.-- 6, 042 4, 844 
eOTID DY SOUTOS OF CUNT ODOT <a oon 5 onan ineicinwdeisccencenansacones 1, 066, 539° 868, 411 
I Boi di cnn age nadaws Agubdonabha cy lane 176, 199 157, 460 
rr COM, C0tNe E00). OUND. .cnccqaseunnenceccnecgececsasenncuer 890, 340 710, 951 


—_———— ————— ——— Eee 


1 Weighted average of the rates of the various agreements by which the currencies weve acquired. 
2 The rate at which the U.S. Department of the Treasury sold U.S.-owned currencies to U.S. agencies in 
exchange for dollars. 


NoTeE.—It is not generally the policy of ICA to convert foreign currencies into dollars for the reason that 
the foreign currencies are normally programed within the host country for projects or other activities con- 
sidered to be in the best interest of the country and the United States. Where the currencies v ere’ enerated 
by the expenditure of dollars appropriated for the mutual security program, they are of course used for pur- 

directly related to the mutual security program. With respect to Public Law 480, title | activit.es, 
the original transactions were undertaken to facilitate transfer of U.S. surplus agricultural commodities for 
foreign currencies because the recipient country, in most instances, was unable to pay for the commodities 
with dollars. In this case, the portion of the resulting currencies turned over to mutual security program 
agencies are used for purposes either directly related to the mutual security program in that country or for 
purposes which are compatible. 

To cane a conversion of such currencies into dollars would result in placing an additional economic 
burden on the recipient country which the United States is endeavoring to assist. The release of additional 
foreign currencies, through conversion, or other means to some of the countries participating in the mutual 
security program would only result in causing inflation which is currently a deterrent to economic 
development. 


EXPENDITURE PROJECTIONS 


Mr. McIntosu. To complete the current picture of the Development 
Loan Fund’s fiscal status, its expenditures, which for a bank means 
disbursements against loan agreements pursuant to implementation 
instructions, are now just beginning. As of the end of March, ex- 
penditures totaled about $33 million. The projections for expendi- 
tures during the coming months show a steady increase. 

This statistical picture and review of Development Loan Fund’s 
lending activity during its first year does not begin to suggest all that 
has been accomplished. While the Development Loan Fund was 
processing more than $2.8 billion in proposals, aeerenine almost $700 
million and turning down more than $600 million following more 
intensive review, it was also developing its staff organization and its 
basic methods of operation. 


DEVELOPMENT LOAN FUND STAFF 


The Development Loan Fund staff now consists of 67 persons who 
are responsible for the review and processing of loan applications and 
for overseeing the implementation of approved loans. All of our per- 
sonnel are located in Washington. For our oversea representation 
we rely on the personnel of the U.S. Operations Missions and our 
Embassies alwoul together with frequent trips to borrowing countries 
by our staff renee 

In Washington we depend considerably on consultations with and 
the advice of staff personnel of other agencies. Our staff also main- 
tains close contact with the IBRD and the International Finance Cor- 


88932—59——43 
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oration. To assure that we are not financing projects which might 
of interest to private investors, we have, among other things, es- 
tablished contacts with banks interested in overseas lending and 
investment. 
OPERATING PROCEDURES 


Our operating procedures are described on pages 7 through 9 of 
the presentation book. I should like to note that the Development 
Loan Fund’s staff only considers applications which meet certain basic 
requirements for information. The staff reviews each proposal in 
terms of the relation of the proposed loan to the growth of the economy 
involved, the financial and technical soundness of the activity, the 
availability of other sources of financing, and the adverse effect, if 
any, of the new activity on the economy of the United States. The 
review of the Development Loan Fund staff brings to bear the views 
of other interested agencies of the Government; as well as the Em- 
bassies and ICA missions overseas. The process of review normally 
involves considerable interchange with the applicant, in which he is 
asked to clarify his original proposal and provide supplemental in- 
formation. 

I should like to stress that in our operational procedure we endeavor 
to avoid prematurely tying up our funds against projects whose 
implementation is some time in the distant future. Each of our loans 
is generally made for a specific project and only after the necessary 
engineering, financial, and economic detail has been prepared to our 
satisfaction by the borrower. 

Senator ELtenver. That is under your auspices ? 

Mr. McIntosn. Yes, sir, for analyzing and appraising this detail 
we use the facilities of ICA and other facilities, as well as our own. 

We consult private engineering firms and we consult other U.S. 
Government agencies like the Army Corps of Engineers in some 
cases. We use many facilities besides our own. 

Senator Exixenper. Is ICA helping you out with the answers? 

Mr. McInrosu. Yes. Mr. Murphy, Controller of ICA, is right 
here with me. 

Senator Exxrenper. I ask that because I may have a few questions 
that will probably concern ICA. 


RESPONSIBILITY ON APPLICANT 


Mr. McIntosu. By relying upon the project approach our loans are 
made in response to specific requests on the part of the applicant. 
We have found that these procedures, which we have developed in 
the past year, and are continually trying to perfect, make for a 
businesslike approach to the use of our available loan capital. They 
have the happy effect of causing applicants in the underdeveloped 
areas to think through many of their problems, with the result that 
the final activity is economically sound and technically feasible. 

Senator Hotiann. Mr. Chairman, may I ask this question: 

You mean by that that instead of earmarking a part of your total 
fund for any one nation, which you know is going to require some 
help, that you insist on leaving it all in one pool, except as it is al- 
located for specific projects which you approve, regardless of where 
those projects originate? 

Mr. McIntosn. That is right, except there have been some ex- 
ceptions, where we have entered into commitments with other agen- 
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cies, to make loans to certain countries, such as India and Turkey, 
but in general we do not allocate our funds in advance by countries. 


LOANS TO INDIA 


Senator Hottanp. But when you have entered into an arrangement 
with another agency, to lend a certain other country, as for instance 
India, a sum of money, is it limited by a certain amount on certain 
projects or how is that allocation made? 

Mr. McInvosu. In the first financing which was agreed to with 
India a year ago, the Development Loan Fund agreed to loan $75 
million and the Export-Import Bank at the same time agreed to loan 
$150 million. 

Senator Hotianp. That is without reference to a particular project ? 

Mr. McIntosw. That is right. But we made thisclear. Westated 
that our $75 million would be loaned only for specific projects sub- 
mitted to us by the Indian Government, and approved by us, which 
we later did. 

But we agreed, in advance, to loan $75 million, subject to satisfac- 
tory projects being worked out. 

All of our loans, when finally put through, have been put through 
against a specific project. 

Senator Hotianp. Would you show for the record, please, the 
amount of your total authorization, the total funds which you had on 
hand which you thus earmarked, at the request of other agencies, to 
be loaned in the future, without their being allocated in the beginning 
to specific projects ? 

Mr. McIntosu. We will be glad to submit a statement of that. 

(The information referred to follows :) 

Within its $700 million of available capital, the Development Loan Fund 
made three loan commitments in advance of receipt of specific project applica- 


tions. These commitments were, however, contingent on subsequent approval by 
the DLF of specific projects. The commitments were as follows: 


PHILIPPINES 


When the President of the Philippines visited the United States in the summer 
of 1958, a statement was issued by the President effectively committing the DLF 
to lend to the Philippines $50 million for specific projects subject to the appro- 
priation of sufficient funds by the Congress and the submission of satisfactory 
projects. A $75 million commitment of Export-Import Bank funds was made 
at the same time. Since that time, after some delay, the DLF has received a 
substantial number of applications from the Philippines and has approved 
$23,750,000 in specific projects and is continuing the review and appraisal of 
projects against the balance of the total commitment. 


IRAN 


During 1958, it was found to be in the interest of the United States to commit 
$40 million to the plan organization of Iran subject to the approval by the DLF 
of specific projects. After considerable negotiation and interchange, specific 
projects were submitted and agreement on projects to be financed was reached 
in June, 1958 subject to the submission of detailed information. A detailed loan 
for the selected projects was concluded in January 1959. 


LEBANON 


It was also found to be in the interest of the United States to commit $4 
million of DLF capital to Lebanon for projects in the private sector. Review 
of specific projects is continuing against the total commitment. 
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In addition, the DLF engaged in a number of joint operations with other 
institutions and governments. In these instances, project applications had been 
submitted prior to commitment and analysis had been undertaken by DLF staff. 
The staff had reached preliminary conclusions on the projects, it was prepared to 
recommend to the Board for approval. However, because of the joint nature of 
the operations and the need to consider the financing plans and requirements 
of the other U.S. and international agencies, final selection of the projects 
followed the formal making of the commitment. These joint operations were 
as follows: 

TURKEY 


The DLF joined several member countries of the Organization for European 
Economic Cooperation and the Export-Import Bank in a multilateral transaction 
which was designed to place the development efforts of the Turkish economy 
on a more stable basis. The joint action resulted from an intensive study of 
the current economic problems in Turkey by the OEEC and involved reciprocal 
undertakings by the Turkish Government with regard to the operation of its 
internal economic affairs. When the DLF commitment of $37.5 million was 
made, the DLF already had on hand a substantial number of applications from 
Turkey which were well in excess of the commitment figure. In fact, the DLF 
had a number of projects under intensive review before the decision was made 
to engage in a joint operation. As of March 31, 1959 the DLF had approved 
out of the projects which were on hand prior to issuance of the commitment and 
from projects subsequently received, a total of $21.5 million for specific projects, 
and review was continuing on additional projects against the $16 million balance 
remaining on the commitment. 

INDIA 


In a joint effort to meet urgent project requirements under the Second 5-Year 
Plan of India, the DLF issued, concurrently with a $150 million commitment 
by the Export-Import Bank, a $75 million commitment to the Government of 
India early in 1958 contingent on the approval of specific projects. The DLF 
commitment followed by some months the presentation to the DLF of a list of 
projects well in excess of this amount and the DLF had decided on a preliminary 
basis on the projects it would finance. These decisions were later modified as 
a result of the joint operation. Agreement on the project content of the loan 
followed the commitment in a very short time. 

When it became evident in mid-1958 that the Second 5-Year Plan of India 
contained substantial additional foreign exchange gaps in the financing of its 
project requirements, a meeting of potential lender nations was convened by 
the IBRD to examine the situation. After extensive study of India’s project 
financing problems, the participants from the United Kingdom, Germany, Japan, 
and Canada, and the IBRD, agreed to lend $275 million to the Indian Govern- 
ment, and the United States agreed to lend $100 million through the Develop- 
ment Loan Fund as a part of the joint operation. When the aforementioned 
meeting was convened by the IBRD, the DLF had on hand project applications 
well in excess of the ultimate commitment and agreement on the specific projects 
to be financed, was virtually, although not entirely, completed when the commit- 
ment was publicly disclosed. 


ARGENTINA 


As a result of a study in late 1958 by the International Monetary Fund 
{IMF) of the balance of payments problems impeding the current operation 
and development of the Argentine economy, the DLF committed $24,750,000 of 
its funds for Argentine projects in the fields of power, transport, and heavy 
industry. Formal discussions were conducted over a period of time prior to 
issuance of the commitment in which the project requirements of Argentina 
were discussed extensively. This commitment was coupled with concurrent 
contributions from the IMF, several U.S. banks, the U.S. Treasury and the 
Export-Import Bank, described elsewhere in this transcript. The undertaking 
was associated with specific measures recommended by the IMF for the opera- 
tion of the Argentine economy. 


EARMARKED FUNDS 


Mr. McInrosu. The commitments we have made, of course, come 
out of the $698 million. We have no commitments beyond our funds. 
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Senator Hoxzianp. I understand that, and the point I am getting 
at is this: 

Up to now I had understood from your statement, which I ques- 
tioned you about, that you were taking a position which seems to me 
to be a very sound one, to approve projects individually, as you come 
to them. 

Mr. McInvosu. Yes, that is what we do. 

Senator Hottanp. And that is regardless of where they come from, 
except, of course, they may come from nations which fall within the 
category of nations to be helped through this Fund. 

Now I understand that instead you have earmarked certain blocks 
of your capital ? 

Mr. McIntosu. Only in a few exceptional cases. 

Senator Hottanp. Yes, you have earmarked them in certain cases 
at the request of other agencies; and in order that we may have this— 
and I am not saying that that was improper, because I think we cer- 
tainly expect our agencies to work together—but I want the record 
to show what proportion of your entire capital is handled one way 
and what proportion is handled the other way. 

Mr. McInrosu. Yes, sir. Our general policy is to loan only against 
specific projects, without any determination in advance of the amount 
to be loaned to any one country; but we have made a few exceptions, 
but in those cases we have insisted upon satisfactory projects finally 
being presented to us, and in most cases the projects have been pre- 
sented very promptly. 

Senator Hotitanp. What that policy amounts to is this, is it nof, 
that in the case of these requests from other agencies you simply ear- 
mark a certain part of your capital to be reserved and to be loaned on 
projects which you later approve in the particular country which the 
other agency has asked you loan the money to ? 

Mr. McInrtosu. That is right, but only for a very short time, and 
the projects have usually been presented very promptly. 

Senator Hotxianp. I think that should be shown for the record be- 
cause it shows two entirely different original approaches to your 
problem. 

Mr. McInvrosu. That is correct, Senator. 

Senator Hotianp. Allright, thank you. 


LOANS TO INDIA 


Senator ELLenper. Mr. McIntosh, in regard to the Export-Import 
Bank loan made of $160 million and the other loan of $75 million, 
were they made concurrently ? 

Mr. McIntosu. Yes; they were. 

Senator ELLENpER. Were they dependent, one on the other? 

Mr. McInvrosu. No; they are not. 

Senator ELLenper. What kind of security do you have for this loan? 

Mr. McInrosu. Well, the only security which the Export-Import 
Bank or the Development Loan Fund has, is the obligation of the In- 
dian Government to pay us. 

peter ELLenDER. Why didn’t the Export-Import Bank take all 
or it ¢ 

Mr. McInrosu. Because it was felt that the amount should be 
divided up amongst various agencies, since India has only limited ca- 


pacity to repay in dollars and the Export-Import Bank must have 
repayment in dollars. 
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Senator E:itenper. Did the World Bank also join in this venture? 

Mr. McIntosu. Yes. And, also, there were other countries. Loans 
were made to India at the same time as our second loan by the United 
Kingdom, by Japan, by West Germany, by the International Bank, 
and by a number of other sources. 

Senator Ettenper. Are those amounts available? 

Mr. McInvosu. Yes, sir. 


LOANS TO OTHER COUNTRIES 


Senator ELtenper. Will you supply it for the record ? 

Mr. McInrosu. Yes. 

For example, at that time the United Kingdom made a loan to India 
of 42 million pounds sterling, but we will submit that information for 
the record. 

(The information referred to follows :) 


Non-U.S. participation in 24d DLF loan to India 











Source Amount Interest rates 
(millions) 
United Kingdom-..--......-.---- $108.0 | About $28 million in grants; balance at 534-634 percent. 
et acer ate aecangatcoe 40.0 | Approximately same rate as British loan. 
SREB bine et nh ed Sd dec dcscsien 10.0 | Probably comparable to current U.S. Export-Import 
Bank rates. 
eee ete 17.0 | (Grant). 
tt eS Ae 100.0 | 538-534 percent. 


AMOUNTS SET ASIDE FOR POSSIBLE COMMITMENT 


Senator Atnorr. Mr. Chairman, may I ask this question: 

I realize the necessity of handling some of these things upon the 
basis that you have, but it is a fact, is it not, that you do set aside 
a certain amount for possible commitment ? 

Mr. McIntosu. Not the possible commitment, but definite commit- 
ment. 

Senator Atxorr. All right, definite commitment, then. This makes 
the picture worse. Does that not raise the situation of saying to a 
given country, “Well, here are so many dollars, let’s go make a grab 
for it”? And in that way we develop some kind of a situation here 
for making a grab for those dollars. While I have generally—and I 
want to make this clear—supported mutual aid to these various 
countries, I do not think that the United States is in a position where 
we can say to the rest of the world—and I think we have to get out of 
this position—say to the rest of the world: “Here is a grab bag, come 
and get it.” 

Now, is there not a danger in this type of operation? And I realize 
that it must be necessary or it may be necessary to keep from putting 
all of your money or the balance of it in just a small area, and that 
you have to reserve some in order to spread out your funds, but is 
now there some danger of in effect saying to the world “here is your 
share of the grab bag ; come and get it”? 

Mr. McInrosn. I agree with you, Senator. We much prefer, in 
the Development Loan Fund, to loan our funds on a specific individual 
project basis, and that is our policy, but in the case of India, our 
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Government felt that it was necessary for us to join other countries 
in making loans to India last year. As one of the sources, the De- 
velopment Loan Fund was called upon to loan part of it. But we pre- 
fer, in the Development Loan Fund, to make all of our loans against 
individual projects, without any previous allocation. We are operat- 
ing like that except in the case of a few cases. 

Retitor Auorr. That would be India? 

Mr. McInvrosu. India, Iran, the Philippines, et cetera. 

Senator Cuavez. And Argentina? 

Mr. McInrtosH. Argentina, recently. 


BASIS OF OPERATIONS 


Senator Axxorr. Is there not some danger in doing this? You do 
not operate on the basis of necessity but you operate on the basis of 
convenience and opportunity for those countries? 

Mr. MoIntosu. Well, as I stated, I think it is much sounder to 
operate on an individual project basis; but, in the case of Argentina, 
for example, the World Bank, the International Monetary Fund, our 
Treasury, and other U.S. Government agencies felt that Argentina 
needed it; so under the leadership of the International Monetary 
Fund, a plan was devised whereby a group of New York banks loaned 
about $55 million; our Treasury loaned $50 million; the Export- 
Import Bank loaned approximately $125 million; the International 
Monetary Fund $75,000,000; and we loaned $24,750,000. Such an 
arrangement seemed to be necessary at that time to help Argentina 
establish or stabilize its exchange and for other purposes, but we 
prefer to operate on a different basis. 

Senator ELLtenver. Why do you not do it, then ¢ 

Mr. McIntosH. Because we have been obliged to make these other 
types of loans. 

enator ELLENDER. Well, have you been asked by the President or 
some other party, to loan these amounts in a manner different from 
the way you think they ought to be loaned ¢ 

Mr. McIntosu. No. The State Department has suggested this, and 
our Board has approved it, our Board of five directors, 

Senator E.tenper. In other ‘words, you are acting under, I won’t 
say “pressure,” but “suggestion” from higher-ups, so that you are 
not carrying in a manner you think is best. 

Mr. McIntosu. No; I do not agree with that, Senator. I am in 
favor of our loans to India and also our loan to Argentina. 

Senator Extenper. You are in favor of all the loans you have 
made, I am sure. 

Mr. McInvosu. Yes, sir. 

Senator E.Lenper. But the policy that you say ought to be fol- 
lowed, that is to make loans on certain projects, is not always the 
case. 

Mr. McIntosnw. But our loans in these cases will be made on 
specific projects. The Argentine Government has provided us with 
specific projects covering our $24,750,000. 

Senator Cuavez. But up to the time that it was suggested by the 
State Department, as to the loans that you speak of, the exceptions, 
had you thought about this situation yourself, your agency ? 
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Mr. McIntosu. Yes. We were familiar with the situation in Ar- 
ees, and of course, this amount was arrived at by a by the 
nternational Monetary Fund, by our own Treasury, and by other 
agencies. 
BASIC POLICY 


Senator Cuavez. It is an international policy which is handled 
by the State Department; is that not correct? 

Mr. McIntosu. Yes; but we agree with it, and we operate under 
the general direction of the State De artment. 

Senator Attorr. Now, if I may finish my question, I am looking 
toward a matter of basic policy. 

I ask again the question: If such a policy—and I agree with you 
that it is probably necessary in some things—but is there not a 
danger in having to set aside these reserves, even if you set them 
aside mentally, the Board sets them aside mentally, isn’t there a 
danger of creating a grab bag for other countries to come in, and 
simply say, “It is there waiting for us, boys. Let’s get a cement 
plant; let’s get a manganese plant; or let’s get a steel plant going, and 
do something about it” ? 

Mr. McInrosu. I think we protect ourselves, Senator, by requiring 
that the commitment be contingent on our approval of projects. How- 
ever, I think there are some unfortunate effects. One is that when we 
announce that the Development Loan Fund is making loans to India 
of $100 million, then other countries would like us to give them a 
similar proposition. So I am not in favor of operating in that 
manner, but we have been compelled, through force of circumstances, 
to do that in a number of countries. 

Senator Attorr. Thank you. 

Senator Hortianp. Mr. Chairman, if I understand the situation 
now, with respect to India, the Department of State, in asking for the 
allocation of the $150 million from the Export-Import Bank funds, 
and $75 million from these other funds, it approved it in this way— 
and please tell me if I am correct or not. 

They figured, first, that India needed and was entitled to some loan 
help, getting away from the grant principle: second, that of that 
amount that was to be loaned by the U.S. agencies, that two-thirds of 
it, or $150 million might come under the principles of the Export- 
Import Bank, which, as I understand it, first requires repayment in 
dollars, and, secondly, are primarily to help contractors or furnishers 
of heavy goods, such as steel and the like, from the United States, 
whereas one-third of the total, or $75 million, as a result, would come 
within the other category, not to be repayable in dollars, not to be 
hinged upon the purchase of American goods but instead for objectives 
which could not fall within the Export-Import Bank category; is that 
correct ? 

INDIAN LOAN 


Mr. McIntosn. That is correct, Senator. I would emphasize that 
these loans to India were negotiated with great care. The Export- 
Import Bank and the Development Loan Fund sent—or rather, we 
sent our own people out to India to negotiate with the Indian Gov- 
ernment officials. The Indian Government sent a mission here, and our 
loan to India was made against specific projects. Mr. Bell who is 
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Mr. Dillon’s assistant for mutual security coordination is here and 
perhaps he would like to comment on that. 

Mr. Bet. Senator, I would just like to say with regard to this 
Indian program, and the other ones, where there were special alloca- 
tions, I think the point made by Senator Allott is well taken, except 
that in these cases, these were not allocations of money made without 
there having been a great deal of preliminary work done. 

In the Indian case, for reer there had been a fairly detailed 
study and a conference, under the auspices of the International Bank, 
as to what the Indian requirements were, and a detailed analysis 
indicated how these might best be met. 

We had a detailed presentation from the Indian Government, which 
indicated what kind of project problems they had, and what their 
project financing requirements were. There had been a pretty com- 
plete economic and fiscal analysis of the problem prior to international 
agreement as to what various countries would do about this. Thus 
the allocation, or earmarking of amounts to be loaned by the Develop- 
ment Loan Fund was, as you suggested, Senator Holland, based on a 
determination of what kinds of projects could be met by others, and 
which ones could not; and then there was a subsequent protection of 
having detailed projects submitted immediately. 

Senator Honuanp. In the allocation of the $150 million to be 
handled by the Export-Import Bank, were projects which they could 
approve under their policy, with $75 million to be handled by the 
Development Loan Fund, and the dominant idea was to get away 
from grants and to go on a loan basis? 

Mr. McInrosu. That is correct. 

Senator Hotzanp. And I do not want the record to be silent on 
that point, because I am sure that that is what Congress decided it 
wanted, to get just as far away from the prior practice of accentuat- 
ing grants, and to get on the basis of loans; and I think that you 

ople, instead of being on the defensive, if I may say so, should 

ave planned to have followed out and carried out the policy of 
the Congress in this regard; and I hope that you have. I am inclined 
to think you have. 

Mr. McIntosu. We feel that we have. 

I would like to mention this about India. At the time of these 
discussions we had on hand from India applications for specific proj- 
ects totaling many hundreds of millions of dollars; in other words, 
there is no question of our being given satisfactory projects. 

We did not go around looking for projects. The projects had 
already been submitted to us. 

Senator Hotxanp. I have one more question: Was the building of 
the big steel plant in India which was financed by the United States, 
arranged for before the setting up of the Development Loan Fund? 

Mr. McIntosu. Yes, sir. 

Senator Hottanp. Therefore you had no part in that? 

Mr. McInrosu. No, sir. 

Senator Hoxtianp. Did the Export-Import Bank have a part in 
this? 

Mr. McInvrosu. I believe not. 

Senator Hotiann. Allright. Thank you. 
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LOANS TO YUGOSLAVIA 


Senator Kucnert. Mr. Chairman, may I ask this question: Have 
loans been made or are loans contemplated to any Communist country 
aside from Yugoslavia? 

Mr. McInrosu. No, sir. Yugoslavia is the only country that could 
be termed “Communist, ” to which we have made loans. 

Senator Kucnue,t. W ell, would it be fair to ask on what basis that 
loan was made? 

Mr. McIntosu. We have approved two loans to Yugoslavia; one 
for a fertilizer plant and one for the purchase of diesel electric loco- 
motives. 

It is the policy of our administration to give economic assistance 
to Yugoslavia. These loans, we feel, are good loans. 

Senator Youna. May I ask where this equipment is purchased? Is 
it purchased in the United States? 

Mr. McIntosn. The fertilizer plant, of course, is being erected in 
Yugoslavia, but American consulting engineers have been engaged 
with respect to it. Some of the equipment will be purchase in the 
United States; most of it in Europe. 

The diesel electric locomotives we believe will all be purchased in 
the United States. 

Senator Youne. All right; thank you. 

Senator Extenoer. Is the loan to Yugoslavia for the fertilizer 
plant in addition to the amounts we have contributed in the past ? 

Mr. McIntosn. No, sir. This is a plant which the Russians had 
agreed to finance, and they withdrew, and the Yugoslavs submitted 
the application to us; and, after a very long, protracted study, we 
ee to the conclusion it was a sound project, which should be financed 

us. 
" Sitntaye Exrenver. That is in addition to the existing plant there? 

Mr. McInrosu. No, sir; there is no other plant involved in our 
loan. 

Senator E..tenper. Well I know I saw one there when I visited 
Yugoslavia. 

Mr. McIntosn. Oh, they may have another plant, but we are 
making a loan for a new plant. 

Senator Evtenper. Is this the one to which we contributed much 
money by way of counterpart funds in the past ? 

Mr. McIntosu. You mean contributed to another plant ? 

Senator ELienper. Yes. 

Mr. McIntosu. That may be. I do not know. 

Senator ELLenprr. Will you check into that? 

Mr. McIntosu. Yes; I will check into the other plant. 

(The following information was subsequently furnished :) 

Reports as of December 31, 1958 show $2.8 millions in dollar equivalent 
expended for this activity. 

Mr. McInvtosn. This particular plant is being financed by the De- 
velopment Loan Fund. 

Senator Eitenper. And it is being financed from the ground up? 

Mr. McIntosu. Yes, sir; it is a new plant, and it will only produce 
a fraction of the requirements of Yesodls avia for fertilizer. 


Senator E.ttenver. The plant I visited several years ago was par- 
tially financed by way of grants made by ICA. 
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Mr. McIntosu. I see. This is a different plant. This plant is 
located in Pancevo. 


THE WAY FUNDS ARE COMMITTED 


Only when the board of directors has formally acted favorably on 
a loan proposal, do we consider that our capital is being used. As 
Secretary Herter has already indicated, the Development Loan Fund 
must consider that funds are no longer available for lending when the 
board of directors has approved a loan, and when a formal pledge 
to conclude a loan has been offered to an applicant. 


ADMINISTRATIVE PHASES IN COMMITMENT PROCESS 


At any given point in time, charges against the Development Loan 
Fund’s total lending authority are carried in four separate categories 
reflecting various administrative phases in the Development Loan 
Fund’s commitment process. I should like to discuss each of these 
categories, and the amount of funds resting in each, as of the end of 
March. 

A charge is entered in the first category, labeled “Letters of Advice 
Pending,” when the board of directors formally approves a project 
loan. Funds remain in this category until a letter of advice is sent 
to the applicant, advising him that his loan application has been 
approved. As of the end of March, pending letters of advice totaled 
$9.500,000. 

After a period of about 10 days following Development Loan Fund 
Board approval, during which the advice of the National Advisory 
Council on International Monetary and Financial Problems is ob- 
tained, a formal letter is sent to the applicant advising him that his 
application has been approved, and offering to conclude a formal 
loan agreement according to specified loan conditions. Once this 
letter is received by the applicant, the Development Loan Fund and, 
through it, the Government of the United States, is formally pledged 
to conclude a loan agreement if the applicant accepts the terms as 
offered. Commitments are carried in this category until a formal 
loan agreement is concluded. Commitments in this category totaled 
$168.2 million as of the end of March. 

On a few occasions during the past year it was found to be in the 
U.S. interest to make several commitments for loan programs in ad- 
vance of approval of specific projects. The pledges so made were 
subject to subsequent approval of specific projects by the Board of 
Directors. As of the end of March, evaluation of specific projects 
was proceeding against remaining balances of such formal pledges 
totaling $46.2 million. 

SIGNED LOAN AGREEMENTS 


The Development Loan Fund enters a formal obligation on its 
books when it concludes a detailed loan agreement with the borrower. 
Normally, these agreements take quite a number of weeks to prepare 
and negotiate. As of the end of March, signed loan agreements 
totaled $481 million and, judging from the $327 million in agreements 
signed during the last 4 months alone, should approximate $600 mil- 
lion by the end of this fiscal year. In short, as of the end of March, 
the Development Loan Fund has issued formal commitments to make 
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loans totaling $698 million, of which $481 million consisted of signed 
loan agreements and almost $217 million of formal offers to conclude 
such agreements. 

Senator Youne. If I may interrupt at this point, For how long a 
period do these loans run? 

Mr. McIntosu. They run from 3 years up to 30 years. We are 
authorized to make loans up to 40 years, but we are trying to make the 
maturity of the loan as short as possible consistent with the nature 
of the project being financed by us. 

Senator Youne. How long, on the average, do they run / 

Mr. McInrosu. I would say about 15 years. 

Senator Youne. Is there a pretty good prospect of repayment ! 

Mr. McInrosu. I think every loan we have made will be repaid. 
Of course, many will be repaid in local currency. The projects them- 
selves may be in countries which are faced with conditions—and I 
would like to stress this—that may be difficult, but the project in the 
country in every case is sound. 

Senator Youne. Are all of these loans to be repaid in local cur- 
rency ! 

Mr. McIntosu. No, sir; about 20 percent of our loans are repay- 
able in dollars. 

Senator Youne. What will determine whether they will be repaid 
in dollars? 

Mr. McInrosu. We ask payment in dollars if the country, in our 
opinion, is in a position to pay dollars. 

Senator Youne. Who determines this? 

Mr. McIntosu. We do, in the Development Loan Fund, subject to 
the approval of our Board. 

Senator Youne. Do you have a Board of Directors? 

Mr. McIntosu. Yes, sir. 

Senator Youne. All right; thank you. 


ESSENTIAL OPERATING FACTS 


Mr. McIntosu. These, then, are the essential operating facts under- 
ying our appearance before this committee today. They show, first, 
that the Development Loan Fund has become a functioning lending 
institution during the past year, capable of making sound loan com- 
mitments at the rate of about $700 million per year. 

Secondly, they show that loan commitments must be considered to 
take place long before funds are formally obligated, and that loan 
commitments, rather than obligations, are the proper measure of 
capital utilization. 

Thirdly, they show that virtually all of the Development Loan 
Fund’s capital has been committed, and only about $800,000 is now 
available futher lending. 

Fourthly, the Development Loan Fund has on hand, nevertheless, 
about $1.5 billion in screened proposals. 

Senator Extenper. What do you mean by “screened proposals?” 

Mr. McIntosn. I mean, Senator, these are applications which we 
have received, which have been given a preliminary screening in the 
Development Loan Fund by the Development Loan Fund staff—and 
which have been found to meet basic eligibility criteria. 
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Senator ExLtenper. Are there any loan requests which you have 
turned down ! 

Mr. McInvrosu.’ Yes, sir. Of about $3 billion of applications we 
have taken under consideration, we have ultimately turned down $800 
million. There are many more we have turned down right away 
which are not included in that $3 billion figure. 


CONFIDENTIAL APPLICATIONS 


Senator Exvienper. Are the loan applications presently on hand 
confidential 

Mr. McIntosu. As to the loan applications which we have on hand 
and which we are studying, we do not think it would be proper for us 
to discuss those publicly. That is, I do not think a country or a 
private applicant who has applied to us for a loan would like us to 
publicize to the press that they have applied fox a loan for a certain 
project, so we do not normally publicize this. 

Senator Cuavez. Well, the committee wants to know, if you come 
over here to ask for money. 

Mr. McInrosH. We give the committee—and do give the Con- 
gress—a complete list of all the applications we have on hand, and, in 
fact, we have done that already. 

Senator Exxenper. I have the list before me. 

Mr. McIntosu. That is a complete list of all the applications we 
have. 

ORIGINAL REPORTS BY SENATOR ELLENDER 


Senator ELLENpDER. With all due respect, I wish you would consult 
the Senate Appropriations Committee and get the original reports I 
made on the various investigations that I made abroad, particularly 
with respect to Taiwan, the Phili pines, and South Korea. You will 
find in the reports that as far back as 1955 and 1956, and even before 
that, we furnished, by way of grants, much money to the projects on 
which you are now being asked to make loans. Ces project, in par- 
ticular—ana I do not suppose I will be breaking any confidence if I 
should mention it—is the Hon Shu Window Glass Works. My report 
shows that the borrower who promoted this glass factory did not put 
up a dime. The entrepreneurs furnished technical assistance and an 
old building which was taken over from the Japs, but we put up the 
cash. I think it would be criminal if you were to make a loan to that 
concern for the amount requested. The facts are in my report and they 
are available to you people. They only have to apply to Mr. Tom 
Scott, the assistant chief clerk of this committee, to get them. 

Mr. McInrosu. We have read all of your reports which have been 
made available to us, with great interest, and we would like to continue 
to receive your reports. 

Senator ELtenper. The detailed reports I am speaking of are the 
secret ones. Only that which was not confidential has been published. 

Mr. McIntosH. We would welcome the opportunity of reading | 
your confidential reports. 

Senator ELtenper. Yes, and if I can be of any assistance, call on: 
me. 

Mr. McInrosu. We appreciate that very much. 
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NEED FOR FULL $225 MILLION 


_ By establishing the Development Loan Fund, the Congress affirmed 
its Importance. It endowed the Development Loan Fund with the 
authority and structure to make a constructive contribution to inter- 
national development. The Development Loan Fund has now at- 
tained the operational and administrative capability for making such 
a contribution. It has good projects on hand, but it needs the full 
$225 million requested if it is to continue to make this contribution at 
the level it has already attained. 
That is the end of my statement, Mr. Chairman. 


DUPLICATION OR CONFLICT IN PROGRAMS 


Senator DworsHax. Mr. Chairman, I would like to develop a point, 
to ascertain whether there is any conflict between these loan programs 
and the work of the International Bank for Reconstruction and 
Development. 

Yesterday, Mr. Herter referred to the World Bank. Is there not 
some overlapping or duplication or conflict between these two 
programs ¢ 

Why do we have to set up another loan program when the United 
States has already contributed one-third of the capital of the World 
Bank to accomplish a comparable objective ? 

Mr. McInrosu. The World Bank, of course, is an international 
institution. 

Senator DworsHaxk. But we contribute about one-third of its capi- 
tal; do we not? 

Mr. McIntosu. That is right. Many of the Members of Con- 
gress—and I think a large part of the American public—fee] that 
American money should be loaned through American governmental 
institutions rather than through international institutions; but in the 
Development Loan Fund we do not duplicate any activities of the 
World Bank. We do not make any loan which they are prepared to 
make. 

Senator DworsHak. Do they have a priority or an opportunity to 
consider applications for loans which may be approved by the World 
Bank before you get into the picture? 

Mr. McIntrosu. Yes. We are more or less a court of last resort. 
On all the projects which come to us, we require information before 
they are approved as to whether the World Bank, or the Export- 
Import Bank, or any commercial bank or any private bank is pre- 
pared to make thé loan. 

We only make loans where the financing is not available from any 
other source in the free world on reasonable terms, so we do not com- 
pete in any way with the World Bank. We operate very closely with 
them. 

Senator Dworsnak. Is there any distinction between the operations 
of the World Bank and this Development Loan Fund, by virtue of 
the fact the World Bank will deal with Communists or satellite coun- 
tries, while you deal only with the countries which are allies of ours? 

Mr. McInrosu. No. I would say briefly the comparison between 
the Development Loan Fund and the World Bank and the Export- 
Import Bank is this: 
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The Export-Import Bank makes loans in dollars, repayable in dol- 
lars, and the procurement is in the United States. The primary func- 
tion of the Export-Import Bank is the financing of American exports. 

On the other hand, the Development Loan Fund makes loans in 
dollars. We can, if necessary, take repayment in local currencies, 
and the procurement can be anywhere in the free world. 

In the case of the World Bank, that is an international institution. 
They make loans in dollars and in other hard currencies, repayable in 
those currencies, and where they make a loan to private enterprise, 
they are required to have a guarantee of the local government. We 
make our loans in dollars. We can, if necessary, take repayment in 
local currency and we do not normally require a government guaran- 
tee on a loan toa private enterprise. 

The World Bank basically makes hard commercial loans. I think 
Mr. Black, the head of the Bank, says they have no loan defaults. I 
think they do a wonderful job, but their terms are pretty hard. 

Senator Dworsuak. They make hard loans and you make soft 
loans! 

Mr. McIntosu. Well, we make loans under conditions where they 
will not make loans, although we have made many loans in conjune- 
tion with them. 

PRIMARY OBJECTIVE OF PROGRAM 


Senator DworsHak. Well, that clears that point up partially; but, 
Mr. Chairman, I should also like to find out this: What is the pri- 
mary objective of this loan program? Is it economic? Is it politi- 
cal? Is it psychological? What is the primary purpose of this 
program ¢ 

Mr. McIntosu. I think the primary purpose, the primary phi- 
losophy in back of it is that our Congress felt that with a large per- 
centage of the people of the world in underdeveloped countries, living 
in abject poverty, this creates economic instability, and unrest and 
political instability, and it is in the interest, not just of those coun- 
tries, but also in our own interest, our own long-range economic 
welfare and our own long-range political security and safety, in fact, 
to try to help these countries in their determination to improve con- 
ditions within a framework of free, democratic institutions and in 
association with the free, rather than the Communist world. 

Now, we cannot do it alone in the Development Loan Fund. We 
are asking other free countries to help in this, but we feel it is to the 
benefit of the United States to improve economic conditions in these 
countries, and thereby imcrease economic and _ political stability 
throughout the world. 


EFFECT OF PROGRAM ON U.S. ECONOMY 


Senator Dworsnak. In pursuing this loan program, do you keep 
in mind the possibility that you are creating production facilities in 
countries which may subsequently become competitive with our own 
domestic industry ? 

Mr. McInrosu. We take that into consideration, Senator. One of 
the most important criteria which we follow in judging a loan appli- 
cation is the possible effect, if any, upon the U.S. economy, and if the 
effect upon our economy is going to be bad, we do not make the loan. 
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Senator Dworsuak. I received a telegram this morning from the 
Idaho Wheat Growers Association, which reads as follows: 

The Idaho State Wheat Growers Association are opposed to the U.S. Govern- 
ment extending Development Loan Funds to the Philippines for the purpose of 
building additional flour mills. Such action would be to the detriment of the 
flour industry of the United States and the wheatgrowers of the Northwest who 
supply wheat to the U.S. millers. The building of mills in non-wheat-producing 
countries has proved to be unsound from an economic standpoint. We urge 
you to do everything possible to prevent such action by Government agencies. 

Now is there any consideration being given to loans for this particu- 
lar purpose ? 

Mr. McInTosu. I am glad to comment on that, Senator. Among 
the many applications we have from the Philippines are several appli- 
cations for flour mills. We have not taken any action on those ap- 
plications. We are taking into consideration the effect, if any, upon 
the U.S. economy. We believe that several of the U.S. flour milling 
concerns may participate in investments in flour mills in the Philip- 
pines. In that case, we might be more favorably disposed to make a 
loan to such a project. 

But I would say, as a businessman, and I spent most of my life in 
foreign trade, that the establishment of flour mills in the Philippines 
is inevitable, whether the American wheat exporters like it or not. 

Senator Dworsnak. I am not arguing that point. Iam merely ask- 
ing whether, under this loan program, you are proposing to do it? 

Mr. McIntosn. We have not made any decision on it. We take 
into consideration all of the information, the wires and reports we 
receive from many sources. But don’t you feel, Senator, if an Amer- 
ican flour mill company should go into a flour mill in the Philippines, 
that they would, in principle, merit financial support from us? 

Senator DworsHak. Well, I do not know. I am not ready to pass 
an opinion on that. But I would say that if, in making a loan, you 
develop competitive facilities, production facilities in the Philippines, 
or any other place which later becomes competitive with our own 
industries, that you are creating a situation which will minimize the 
payment of taxes by American companies and firms, which obviously 
are needed, the revenues are needed to finance this program, and it 
does not seem to be consistent. 

Mr. McIntosu. We have tried to avoid making loans which will 
have any adverse effect upon the U.S. economy. In fact, we feel 
that all of the loans we have made will be to the benefit of the U.S. 
economy. 

MINERAL DEVELOPMENT LOANS 


Senator Dworsuak. Now, there is another facet of this that I 
would like to explore very briefly, Mr. Chairman. That is mineral 
development loans, natural resources loans in many of these countries. 

Now, of course, as Americans, we want strong economies in these 
various free nations and at the same time we do not want to develop 
competition in countries with low wage levels, low production costs, 
which subsequently would become a factor in depressing an industry, 
like mining, in this country. Now what are you proposing to ‘do 
along that line? 

Mr. McIntosu. We have made very few loans to the mining in- 
dustry. We have received loan applications for coal-mining projects, 
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aud we have taken into consideration the effect, possible effect, upon 
American coal exports, and the only applications for coal mining 
equipment which we have considered are in cases. where there are now 
no American coal exports involved. 

Senator Dworsuak. The zine industry in this country has been 
sick for about 6 years, and other segments of our domestic mineral 
industry have found it difficult to compete with the low cost foreign 
production; so I am bringing this up merely to alert you to the fact 
that it would seem illogical and somewhat inconsistent to develop a 
mineral resource production abroad which would make it even more 
difficult for our domestic minerals industry to survive. Do you keep 
that in mind? Do you have that in mind? 

Mr. McIntosu. We are fully aware of that and are taking that into 
very serious consideration. We have turned down many loan applica- 
tions for mineral production, including coal production, and have not 
entertained any application for zinc production. 

Senator DworsHak. I want the record to show, Mr. Chairman, I 
certainly do not object to economic progress and development in the 
Philippines or in other countries which have demonstrated their 
friendship with the United States in resisting the aggression of the 
Soviet nations; nevertheless, I cannot justify making loans on a lib- 
eral basis to these countries where they will develop production facil- 
ities which will compete directly with our own country. 

Now, it is inevitable that there will be such developments. Maybe 
they are essential to improving the economies and the military ef- 
fectiveness of those countries, but the question I want to emphasize 
at this point is that it does not seem plausible for us to continue in- 
definitely a loan program which will become more competitive with 
our own industries. 

Mr. McIntosu. I share your opinion, Senator. 

Senator Cuavez. Mr. Chairman, may I emphasize a point there? 
Your loan agency or entity has to do with underdeveloped countries, 
is that right? 

Mr. McIntosu. Yes, sir. 

Senator Cuavez. Senator Dworshak referred to the coal industry. 
Within an hour and a half’s drive out of Washington there are thou- 
sands of coal miners from West Virginia that are not working just 
because the coal industry has been stripped. 

Now flour mills are going up and might be in competition with the 
wheatgrowers of North Dakota, Minnesota, and the Northwest. 

Now, are you making any loans to build flour plants in the 
Argentine? 

Mr. McInrosu. No, sir. 

Senator Cuavez. What would the purpose of the specific project 
that you spoke to be ? 

ARGENTINE PROJECT 


Mr. McIntosu. The Argentine project is entirely in transportation, 
power, and heavy industry, nothing remotely resembling flour mills. 

Senator Cuavez. All right; thank you. 

Senator ELLenper. Has that been consummated ? 

Mr. McIntosn. Yes, sir. 

Senator ELtenper. Well, I do not see it under the Latin American 
part of vour list. 

88932—59——44 
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Mr. McInvrosu. It is not on these blue sheets because it was con- 
summated after those sheets were prepared. 

Senator Evtenper. When you say “transportation, power and heavy 
industry” in Argentina, industry has quite a broad meaning. What 
are the particular projects involved ? 

Mr. McInrosu. I will try to give you the details of that. Perhaps 
we could submit that to you later, Senator ? 

@ x - 

Senator ELtenper. All right. 

(The information referred to follows :) 

The $24,750,000 loan to the Argentine, repayable in U.S. dollars in 8 years at 
5% percent interest, will provide $13.4 million for assistance in securing power fa- 
cilities improvement, including purchase of power generators of capacities vary- 
ing from 500 to 2,000 kilowatts, electromechanical installation, transformers and 
transforming stations, thermoelectric plants, central equipment and spare parts; 
$6.3 million for assistance in securing railroad transportation equipment includ- 
ing motorized railroad cars, diesel and diesel-electric locomotives, railroad street- 
cars, and track-leveling machines; and $5 million for purchase of steel plant 
equipment, including open-hearth furnaces, cranes, and annealing equipment for 
strip mill, and structural steel for plant and mill buildings. 


ROAD PROGRAM IN HONDURAS 


Senator Cuavez. May I, for the information of the chairman and 
the committee, just call your attention to one particular underde- 
veloped country in Latin America which IT know a little something 
about, Honduras? 

You have here “Highway development.” 

Mr. McInrosu. Yes, sir. 

Senator Cuavez. That is very laudable. 

Mr. McIntosu. Thank you. 

Senator Cuavez. Now the State Department sent over to my office 
about 11 or 12 people last week from Honduras, and I believe in the 
development of Honduras and all of Latin America and the rest of 
the world, but how did you help out, no matter what you did in the 
way of the development of highways in Honduras, when at the same 
time some of our own companies go into Honduras with their busi- 
ness? I will mention two of them, United Fruit, and the other 
one I cannot think of, but it is a poor country of 2 million people, 
and bananas is the main product. 

Now we have American companies over there now who employed 
32,000 people, but are now only employing 10,000. How is your road 
program going to help those people develop ? 

Mr. McInrtosn. I think our road program will open up new areas 
for agricultural development and will enable the farmers and pro- 
ducers to bring their products into Puerto Cortes. Our loan, inci- 
dentally, was made concurrently with a similar loan by the world 
Bank. They made a loan in the same amount at the same time. 

Senator Cuavez. Speaking of highways, Senator Kuchel and Sena- 
tor Dworshak at one time were members, and I the chairman of the 
Committee on Public Works, when we spent millions and millions and 
millions of dollars on highways through Centra] America. You can 
now go from Washington to Panama City on a paved road, and yet 
you are still making loans for highway development ? 

Mr. McIntosu. Yes, we are. We feel that while we certainly can- 
not finance all the roadwork in the world, in some countries the 
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economic development of the country is being held up by the entire 
lack of roads. So we feel in some cases the loans as to roads have 
been justified. 

Senator Extenper. Mr. Chairman, since this question has been 
raised, if I may be permitted to say this: 

It has been my privilege during the past year to travel over the 
Inter-American Highway and through every country in South 
America. As I remember up to now we have obligated ourselves to 
the tune of $136,760,000, in order to complete the construction of the 
Inter-American Highway from Texas to the Panama Canal. 

As I understand, the money you are now loaning Honduras, and 
also the Export-Import Bank loans will be used for feeder roads to 
serve the Inter-American Highway, and to develop areas in the north- 
ern part of Honduras, to Tegucigalpa; am I correct ? 

Mr. McIntosn. That is correct. That was made in conjunction 
with a long study by the International Bank, which had engineers 
and other people on the ground at the same time, and, as I mentioned, 
they made a loan at the same time in the same amount. 

This particular loan of ours covers the construction of a road from 
the town of Bufalo to the town of Puerto Cortes, and also what is 
called the Western Highway. 

Senator Excenper. As I recall, the road in Honduras connecting 
the town of Tegucigalpa with the Inter-American Highway is about 
75 miles, and of that 75 miles both ends are paved, but the middle part 
is not? 

Mr. McInvosn. I think that is correct. 

Senator E.ienper. I presume that a part of this money will be 
used for that purpose ? 

Mr. McInvtosu. I think so. 

Senator Extxtenver. And it also will take roads to the banana plan- 
tations lying farther north and which Senator Chavez talked about? 

Mr. McIntosu. That is true, Senator. We feel it is a constructive 
loan. 

Senator Extienper. I know it is. In fact, I am confident it is be- 
cause it is useless to try to teach, through our aid program there, 
that is, the technical aid program, the farmers how to produce more 
bananas and more commodities without having the ahi with which 
to get them tomarket. I think it isasplendid program. 


LOANS TO TOBACCO FACTORIES 


Senator Rossertson. Mr. Chairman, I would just like to add this 
remark. You may know that last year the exports of the American 
Tobacco Co. fell off very sharply. In the Philippines, they got the 
seed of our Virginia-type.cigarette tobacco. They cannot produce 
really the same type that we do in Virginia, North Carolina, South 
Carolina, and Georgia, but they produce something in the nature of 
a cigarette instead of that black tobacco which they used to produce. 
But since getting our seed they have virtually excluded manufactured 
tobacco and leaf tobacco from that market, and it was a market that 
took quite a considerable quantity of it. There is a lot of competi- 
tion coming in Africa, a big step-up of production in Turkey, and 
some rather harsh type of tobacco is being grown in Germany. 
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Now you submitted a list of commitments, but it does not show 
any tobacco factories. Do you have any applications on tobacco 
factories ? | 

Mr. McIntosu. I believe we have a small application from Jordan, 
but we have not considered making any loans to tobacco factories. 
We have no applications that we intend to give favorable considera- 
tion to. 

Senator Rozerrson. As you probably know, we have a 90 percent 
parity support price for tobacco. In order to take the burden off 
the taxpayers they had to cut and cut and. cut production until the 
average man couldn’t make a living on 14% acres of Flue-cured and 
less than one-half acre of burley. You can’t live on that. Before you 
help competitors of the southern tobacco growers not only to raise 
tobacco but to process it, you should give that matter very, very 
serious consideration. 

Mr. McInrosu. We will, Senator, and we have been. Senator 
Dworshak. Will the Senator yield at that point? 

Senator Ropertson. Yes. 

Senator DworsHak. If your tobacco people are unable to make a liy- 
ing maybe Sin can apply for a loan here. 

Senator Ropertson. Well, it is more than we can keep in our own 
pockets. 

Senator ELLenpbeR. It might be necessary for you to secede from the 
Union. 

Senator Rosperrson. That sounds like a big joke, but I want to 
remind you that we had a gathering in 1788 to decide whether Vir- 
ginia would go into the Union or not, and before we decided to go 
in they appointed a committee of 20 to draft amendments. We said, 
“This constitution will not do at all.” 

Now, who was on that committee? George Wythe, one of the 
greatest law teachers there has ever been in this country, John Mar- 
shall, the greatest Chief Justice; George Mason, author of the Bill 
of Rights; Patrick Henry, the greatest orator; and then three former 
Presidents, James Madison, James Monroe, and John Tyler. 

Now, they drafted 12 amendments. They adopted 10 of them and 
one of them was then 10th amendment which told the courts and every- 
body else “Now you do not have any more power than we have already 
given you.” 

Of course, the courts of justice forgot about that, but I remind you, 
Virginia was the biggest State, richest State, and largest State. There 
could not have been a Union without Virginia. 

Senator Cuavez. I am glad you joined us because you are here. 

Senator Roperrson. Well, I am telling you how we have been 
mistreated, though. We adopted a Eisen that said: “We are 
going into this Union, but bear this in mind: We are giving this new 
Union certain powers, but any time they ever abuse us we are going 
to take those powers back.” 

That meant we were going to get out, but when we decided to get 
out, they said, “You are greatly mistaken, you are in for keeps.” 

Now that is just a little bit of history. 

Mr. McIntosu. It was very interesting. 


PERCENTAGE OF MUTUAL SECURITY FUNDS ALLOTTED TO PROGRAM 


Senator Kucurxt. Mr. Chairman, I would like to ask first, roughly, 
what percentage of our mutual security appropriations for fiscal 1959 
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is represented by the Development Loan Fund, including that which 
you have now asked for, $225 million ? 

Mr. McInvosu. Well, we were given $400 million. We are asking 
for $225 million more, which is a total of $625 million. I believe the 
total mutual security appropriation was about $3,900 million. 

Mr. Mureny. $3,298 million appropriated exclusive of this request. 
If this request were granted, it would bring it to $3,523 million, and 
the total for the Development Loan Fund would be $625 million, 
under those circumstances. 

Mr. McInrosu. 17 percent. 

Mr. Murpny. A little more than one-sixth of the total funds. 

Senator Kucnen. Secretary Herter indicated yesterday in similar 
field—and I suppose that means in the assistance to undeveloped 
countries—Communist Russia has actually loaned $1.7 billion; is that 
correct ? 

Mr. McInrosu. Yes, sir; loaned and granted. 

Senator ELLenpeER. That is, in the past 4 years. 

Senator Kucnet. Is it possible to indicate what we have loaned? 
This is a new program. Did we make any loans prior to fiscal 1958 ? 

Mr. Murpny. Yes, sir; we did. 

Senator Kucue,. How much have we loaned to underdeveloped 
countries in a similar period, that is to say, the last 4 years, roughly ? 

Mr. Mureuy. We would have to compute that, Senator, and place 
it in the record. I can say this: That before the establishment of 
Development Loan Fund—its first fiscal year was fiscal year 1958— 
in the mutual security program, loans in total for economic purposes 
ran in the neighborhood of $400 million a year, so that if you took a 
4-year period, and assuming for the purposes of this discussion that 
this figure is approximately correct, you would have had $800 million 
in fiscal 1956 and fiscal 1957. Then the Development Loan Fund has 
come a long in fiscal year 1958 and fiscal year 1959 and so far they 
have made approximately $700 million of loans. That would give 
you $1.5 billion, and if they get this $225 million additional it would 
run it as high as $1.7 billion, a comparable figure; however, this, I 
would like to emphasize, covers many more countries, Senator, than 
the $1.7 billion equivalent used by the Russians. 

Senator Kucuet. I understand that. 


TOTAL EXPENDED IN GRANTS AND LOANS 


Senator Ex.tenper. Let us not forget to cover the grants for that 
same period. We have not just been making loans. The original 
Marshall plan aid program, which was conceived by General Marshall, 
envisoned loans, but our big-eyed operators from all over the world, 
instead of using the loan method, proceeded with grants. AsI recall, 
we have spent, by means of grants and loans and what have you, since 
1948, about $75 billion. Am I correct? 

Mr. Murpuy. I think that is a little high, Senator, for that period. 

Senator ELtenper. Well, you check it. 


The following information was subsequently supplied: 


Net grants and credits for all U.S. foreign aid, 1945-1948—$64 billion. MSP, 
1948-1958, expenditures—$48 billion. 
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Mr. Mourpny. I would like to say, though, if I may, Senator, com- 
menting on that remark, that the grant portion of the mutual security 
program other than the point 4 technical cooperation, is not aimed 
at economic development or growth, as the Development Loan Fund 
is at the present moment, and has not been since the Development 
Loan Fund was established. It is, instead, aimed at the much more 
basic problem of trying to help the countries avoid economic deterio- 
ration while maintaining these tremendous military establishments 
which our Joint Chief of Staff consider essential for the protection of 
the United States. 

Senator CHavez. And we did it with such success that now we have 
to make them loans. 

Mr. Morpuy. Well, sir, these loans are pointed at economic growth. 
They are not pointed at just maintaining an economic status quo, 
which the grant portion of the mutual security program is aimed at. 
The grant portion is essential if this loan portion, which is aimed at 
growth, is to be a success. If you do not have the base, if you do not 
help Korea and Taiwan and other countries like that with the economic 
problems involved in maintaining their armies, then there is no pos- 
sibility of any success of economic growth from Development Loan 
Fund projects. 

LEGISLATIVE GUIDELINES 


Senator Kucuet. In the statute itself it was suggested that there is 
a 40-year maximum period for loans. Are there any other legis- 
lative guidelines to the Development Loan Fund? 

Mr. McInrosu. There are a great many. 

Mr. Kucner. What I am getting around to is this? Are the loans 
which we have made, made on a basis similar to those which the 
Soviets have made? 

Mr. McInrosn. No. 

Senator Kucnert. What is the difference ? 

Mr. McIntosn. We have followed guidelines established for us in 
the act and in the legislative history. The principal guidelines that 
we have followed in the Development Loan Fund are, first, the loan 
must be in an underdeveloped country; secondly, it must be for a 
project of economic benefit to that country; thirdly, the project must 
be sound ; then, fourthly, the financing is not available from any other 
source; and finally, we must take into consideration the effect, if any, 
upon the economy of the United States. 

Now the Soviets, in their loans, are making their loans obviously 
for political purposes—entirely political purposes. 


COMPARISON WITH SOVIET LOANS 


Senator Kucuet. Could you indicate a comparison between the 
lengths of the Soviet loans—the $1.7 billion of Soviet loans—the 
amount of interest, and the like? 

Mr. McInvrosu. Well, the Soviets in general charge 2 percent. As 
for our interest rates, on an economic overhead type of project, 
our interest rate is 314 percent. On a profit-earning type of project 
we are charging the same rate as the Export-Import Bank, which is 
now about 534 percent, so we are not meeting the Soviet competition 
in terms of interest rates. They are offering loans with much more 
favorable interest rates. 
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Senator Kucuezt. Are you able to tell the committee of any in- 
stance where a country has tried to push one country against the other, 
in order to get a favorable loan? I mean has there been any instance 
where they et tried to put the United States in the middle on this 
thing ¢ 

Mr. McIntosu. No; not that I know of ; but I would emphasize that 
we are not effectively meeting the Soviet competition. ‘That is, our 
rate of interest is higher, and there are other things, too. 

Senator Kucnext. Who determines the rate of interest ¢ 

Mr. McInTosu. Our Board of Directors. 

Senator Kucnet. The Administrators ? 

Mr. McInvTosu. Yes. But our rate of interest is subject to coordina- 
tion by the National Advisory Council. 

Mr. Betu. May I add one further response, Senator, on the question 
of the Soviet loans technique ? 

One of the features of the Soviet act is that they specialize in a line 
of credit, to begin with—as we had in India, for example. 

In Afghanistan, the Soviets say, “We will make $100 million credit 
available to you.” 

Secondly, while the rate of interest is low, it is true, another feature 
is the Soviets will normally take payment in goods from the country. 
They have done this in Egypt, particularly. They will take up the 
surplus cotton. 

This has two effects: First, it has great political appeal because it 
enables the country to get rid of a commodity which it has difficulty 
in marketing. 

The second effect is it begins to build a dependence on the Soviet 
Union for taking that particular product and you can easily lead 
from this into a situation like that which Finland has today, where 
30 percent of Finnish trade is dependent upon the Soviets taking it up. 

uring the last year the Finnish Government got a little inde- 
pendent with the Soviets and the Soviets simply stopped taking every- 
thing that was coming. All orders were stopped. No more goods 
were received. The result was the government fell and a new gov- 
ernment more cooperative had to come in. 

This is the real danger of the Soviet technique. 

Senator Kucuet. Thank you, Mr. Chairman. 

Chairman Haypen. Are there any further questions? 


PRIVATE BOLIVIAN LOAN 


Senator ELuenper. Plenty. 

Yesterday we said we would go over these loans one by one, and if 
you do not mind, Mr. McIntosh, we will start with Latin America. 

Mr. McInrosu. Yes. 

Senator Eitenper. That is the first one of the groups. In Bolivia, 
you have a loan of $214 million for the construction of a sugar mill. 

Mr. McIntosu. That is for the expansion of a sugar mill. 

Senator Extenper. Is this loan made to the present owner or to 
the Government ? 

Mr. McIntosu. No; it is to a private enterprise. It is controlled 
by geeks named Gasser. 

enator Ertenper. Are those people Bolivians? 
Mr. McInrosu. I believe they are Bolivian citizens. 
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Senator ExLenper. Do you know how many sugar mills there are 
in Bolivia? 

Mr. McIntosu. I do not, offhand, but we can find that out. 

Senator E.tenper. What is the purpose of this loan? 

Mr. McIntosu. The production of this mill will be entirely used 
in Bolivia. 

Senator Extenper. What security do you have for this loan # 

Mr. McIntosH. We, in the Development Loan Fund, do not take 
any mortgages, because we feel that it would not be proper for an 
agency of the U.S. Government to go into a country and physical- 
ly seize some property. So the security is the obligation of the bor- 
rower to pay. 

Senator Exienper. I can well understand that if you were to deal 
directly with the Government, but here you are dealing with an 
individual who is going to get $214 million and I do not know any- 
thing which would prevent him from mortgaging his assets and 
leaving you high and dry. 

Mr. McInrosu. Well, we have a loan agreement with him. Our 
protection in the case of a private loan is, first of all, the integrity 
of the borrower and, secondly, the soundness of the project which 
we are loaning our money on; and, thirdly, the notes which the bor- 
rower gives us; and then, fourthly, the obligations as set forth in 
the loan agreement. 

Now it is our policy, the policy of the U.S. Government, for an 
agency such as ours, not to take a mortgage, and not to go into a 
country and physically seize property, which I do not think would 
be politically advisable. 

enator Kx.Lenper. Well, I can understand that when the Govern- 
ment itself is the borrower. 

Mr. McInrosu. I think that is true in the case of a private bor- 
rower. 

Senator Extenper. You are dealing with a private individual and 
it strikes me that that type of loan is in a different category. 

Mr. McInvosu. I do not think it would make a very good impres- 
sion for the U.S. Government or the agencies of the U.S. Govern- 
ment to go into La Paz, Bolivia, and seize property. 

Senator ExL.enper. I do not see what objection there would be to 
that. 

What are the assets of this individual? Do you have all of that 
information ? 

Mr. McInrosu. Yes. Wherever we make a loan to a private en- 
terprise we require that the borrower make a substantial equity in- 
vestment of his own. 

Senator ELLenper. Yes. 

Mr. McInrosu. We require that the borrower have an equity in- 
vestment of approximately 50 percent. Now, in this particular case, 
this firm is vababential: They have an equity investment of consider- 
ably more than that. Their equity investment is considerably more 
than $214 million, which we are loaning them. 


PRIVATE LOANS TO BRAZIL FOR IMMIGRATION 


Senator ExLenver. Under Brazil you show a $300,000 loan that 
will be made to a concern which is not a Brazilian corporation but 
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rather it isan Italian corporation. As I understand it, it is being made 
to facilitate the immigration of Italians to Brazil; is that correct? 
Mr. McInrosu. Yes, sir. We are making several loans for immi- 
gration purposes. We have made two in Brazil. One is to the An- 
humas-Pedrinhas, rural resettlement. That is a $800,000 loan, at 20 
years, 8 percent interest. } 
We are loaning Brazilian cruzeiros. That loan is for the purpose of 
resettling Italian farmers on farms in the Anhumas area. 
Senator ELLenper. That is an Italian company ¢ 
Mr. McInvosu. I believe it is. 
Senator ELLeENpER. Organized under the laws of Italy ? 
Mr. McInrosu. I believe so. 
Senator Ettenper. And Brazil has nothing to do with it? 
Mr. McIntosu. Yes. Brazil hasa great deal to do with it. 
Senator EL.tenper. I am talking about the repayment. It will all 
be paid by this Italian company ? 
Mr. McIntosu. That is true. 
Senator ELLENDER. Now, how about the second loan ? 
Mr. McIntosn. The second loan is the Carambei-Castrolanda reset- 
tlement project. That is a $350,000 loan, repayable in 14 years, at 8 
ercent interest in Brazilian cruzeiros. 
Both of these loans we are loaning in cruzeiros. The immigrants in 
that case will be Dutch immigrants. 
Senator Eritenper. Are there any other loans to Brazil? 
Mr. McIntosu. Those are the only two loans we made in Brazil. 
Senator Eiienper. Are any others contemplated ? 
Mr. McInvosn. No. 


LOAN TO CHILEAN GOVERNMENT 


Senator Exienper. In Chile you have a loan for $150,000 for the 

purpose of airport design and engineering ? 
r.McInrosu. Yes. We received an application from the Chilean 

Government to finance the construction of a new airport which they 
desperately need. If they do not get this new airport, it will mean 
that the jet planes coming from the United States will bypass San- 
tiago, which would be an unthinkable thing for Chile. However, 
instead of making a loan for the airport we said that we would make 
a small loan up to $150,000 to have an engineering study made. 
Pe cater Eitenper. Was that loan submitted to the Export-Import 

ank 

Mr. McIntosu. Oh, yes. Every application we have received has 
been submitted. 

Senator ELLenper. But you made the loan ? 

Mr. McIntosu. That is right. Every application—not merely 
every loan—but every application we receive we advise the Export- 
Import Bank in writing. 


RESETTLEMENT PROJECT IN COSTA RICA 


Senator ELLenper. In Costa Rica you have another resettlement 
project calling for a loan of $300,000. 

Mr. McIntosu. Yes, sir. 

Senator ELtenper. The resettlement projects in Australia, Brazil, 
and Costa Rica are the only projects of that type. 
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Mr. McIntosn. Yes. We feel the loans, Senator, in Costa Rica 
and Brazil are very good loans. They are loans which will finance 
farmers, farmers actually settling down on farmlands, and producing 
agricultural products. We think they will be of considerable benefit 
to the countries. 

Senator Exitenper. As I stated yesterday, Mr. McIntosh, I asked 
that there be placed in the record in connection with each country 
seeking development loans the total economic grant assistance, since 
the inception of our foreign-aid program. 

In the case of Bolivia, this aid totaled as of June 30, 1959 
$99,666,000. 

I would like this information for each and every country for whom 
a development loan has been approved. 

Mr. McIntosu. We will have that prepared and submit it to you. 


’ 


EQUADOREAN LOAN 


Senator ELLENpER. You are making a loan to Equador of $4,700,000 
to construct a portion of the Pan-American Highway, is that correct? 

Mr. McInrosu. Yes. That is a loan of $4,700,000 for 20 years at 
314 percent. The first half of the loan will be repaid in Equadoran 
sucres, the local currency. The second half will be repaid in dollars, 
The borrower is the Government of Equador. 

As to the funds for repayment, the sucres will come from a gasoline 
tax and the dollars will come from an expected increase in exports. 

Senator Exvtenper. Well, the value of sucre has been steady. I 
visited Equador last year, and I believe that this loan is one of the 
safest you have in South America. 


LOAN TO GUATEMALA 


Next there is a loan for Guatemala for $5 million for rubber produc- 
tion. In view of the fact that rubber production is in surplus state 
now, and in view of the fact that in Malaya and other places they are 
having difficulty in disposing of what they produce, what was the 
reason for this loan? 

Mr. McInrosn. It was made for several reasons. One was that 
we wanted to be of help to Guatemala. Guatemala is having a tough 
time now, due to the decline in the price of coffee, and the economy 
of Guatemala is too much dependent upon that one crop. 

Senator EL.enper. That applies to almost all countries in Central 
America and most of South America. 

Mr. McInrosu. That is true. The best thing that the Central 
American countries can do to further their economies is to find some 
crop other than coffee. 

It turns out in Guatemala they are able to produce a certain type of 
rubber which is not subject to blight. Many people feel the world 
will be in short supply of rubber in 10 years or so. These trees will 
not come into production for about 7 years. We feel at that time it 
will give work to a good many thousands of people and give Guate- 
mala a good source of export income. 

Senator E..tenper. I am talking about inducing countries to get 
into the production of a commodity that is not already in surplus. 
It strikes me that unless you can use it locally the probabilities are 
that it will be as bad as coffee. 
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Mr. McIntosu. We are not making any loans, Senator, to increase 
coffee production for that very reason. 

Senator ELLENpDER. I understand that. 

Mr. McInrosu. But we do not feel that the same conditions apply 
torubber. I might mention they will export rubber to other countries 
in Central America, and then, in addition, General Tire, an American 
company, is building a tire factory in Guatemala, and this production 
of rubber will be used to some extent by that factory. 

Senator ELLtenper. Brazil is producing quite a bit of rubber but she 


also uses most of it. 
LOANS TO NICARAGUA 


Six hundred thousand dollars is being loaned to Nicaragua for 
utilities, is that correct? 

Mr. McIntosu. It is mostly for water and sewage facilities. 

Senator ELtenper. That loan, I presume, is made directly to the 
Government ? 

Mr. McIntrosu. No. It is one to the municipality of Matagalpa. 

Senator ELtenper. Well, that is part of the Government. 

Mr. McIntosu. That is right. It is guaranteed, actually, by the 
National Government. 

Senator Ertenper. The Honduras loan is also made to the Govern- 
ment ? 

Mr. McIntosn. Yes, sir. 

Senator ELtenper. And the Guatemalan loan is also made to the 
Government ? 

Mr. McIntosu. That is the Government, yes. 


LOANS TO PARAGUAY 


Senator ELLENpDER. Next, you have three loans to Paraguay. 

Mr. McInrosu. The Asuncion Waterworks, Brazilian road, and 
International Products Corp. 

Senator Exienper. Are there any other loans contemplated for 
Paraguay ? 

Mr. McInrosu. We have a number of applications on hand. We 
have no loans under immediate consideration. 

I would like to make a comment on those loans: 

The waterworks loan is to complete the waterworks for which the 
Saree Seaport Bank has done considerable financing. 

enator ExLenper. I visited Asuncion in 1952 and I highly recom- 
mended then that some assistance be made available to Paraguay, in 
order to help her with the waterworks. 

The city was almost 40 years old and depended almost entirely for 
water obtained from wells drilled in the backyards. Oftentimes the 
well would be located next to a cesspool. 

Mr. McInrosu. That is right. 

With respect to the loan to the International Products Corp., I 
think it is one of the best loans we ever made. That company, which 
is American owned, is the largest employer of labor in Paraguay and 
also produces, through their exports, almost 50 percent of all the 
dollars earned by Paraguay. That loan is repayable in dollars. I 
think it is a sound loan, which will be repaid. 
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Senator ELLENpER. What do they produce ? 

Mr. McInrosu. Quebracho, and also beef. 

Senator Exienper. Is not the quebracho getting a little short in 
supply ? 

Mr. McIntosu. Well, this country has several million acres of land, 

Senator ELienper. I know that, but hasn’t it been pretty well cut 
over. 

Mr. McIntosu. Yes, it has been. 

Senator E.tenver. In the replanting, as I was told during my visit 
there, it would be impossible, in a short period of time, to get the 
trees necessary to make it a going concern for quite a while. 

Mr. McInrosu. I think that is true. 

Senator Ettenper. Are they also using some of this for cattle devel- 
opment ? 

Mr. McInrosu. Yes. 

Senator Eitenper. An abattoir ? 

Mr. McIntosu. 65,000 head of cattle, and some will be used for an 
abattoir. 

TOTAL LOANS TO LATIN AMERICAN COUNTRIES 


Senator ELLtenper. According to the figures I have before me, Mr, 
McIntosh, the total loan commitments, for the Latin American coun- 
tries aggregates $24,890,000. That, of course, excludes Argentina. 

Mr. McIntosu. Well, including Argentina in the total is $43 mil- 
lion approximately. 

Senator ELLENDER. Up to June 30, 1959, we have given military 
assistance to the countries named aggregating $123,177,000, and up 
to the same period economic assistance was given in the amount of 
$232,703,000 which included loans amounting to $21,150,000. 

Senator Etienper. In addition to the figures I have just given, it is 
proposed that during fiscal 1960 that we provide military assistance to 
the tune of $39,933,000, and economic grant assistance to these coun- 
tries aggregating $46,375,000. 

All of the funds I just mentioned are in addition to what is pro- 
posed to be loaned by the DLF. I would also like to point out that 
the totals which I have just given do not include any aid which has 
been given to other countries in South and Central America, who are 
not applying for development loans. 

Mr. McIntosu. I have given you one incorrect figure, Senator. I 
said that the loans or commitments to Latin America were $43 million. 
Those are the loans that are signed. The actual commitments we 
have made are $63,140,000. 

Senator ELLenper. But the $24,890,000 is a correct figure for the 
loan agreements, for all except Argentina ? 

Mr. McIntosu. I think so. I will have to check that figure. 

Senator ELtenper. I wish you would. 

Mr. McIntosu. I can give it to you right now. 

Total commitments to Latin America, minus Argentina, were 
$38,390,000. 


LOANS TO REPUBLIC OF LIBERIA 


Senator ELtenpver. Next we come to Africa, and there is a loan for 
$190,000 for a sawmill in the Republic of Liberia. To whom is that 
loan being made? 


- 
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Mr. McInvrosn. That loan is made to a private concern in which 
a group of our own citizens in Detroit are shareholders. It is a small, 
very small loan to a small enterprise; it is a 5-year loan at 514 per- 
cent repayable in dollars. 

Senator ELLENpER. To what extent have Detroit businessmen con- 
tributed funds? 

Mr. McIntosn. A larger amount than the amount of the loan. In 
all of our private enterprise loans, we normally require that the bor- 
rower have an equity investment of at least 50 percent. I do not have 
the financial statement of the company before me, but their equity is 
more than $190,000. 

Senator ELLenpER. Would it not have been possible for these people 
to obtain funds from a source other than the Development Loan 
Fund? 

Mr. McInvosu. No, sir; it was not possible. We submitted this 
loan application to the Export-Import Bank and the World Bank and 
we discussed it with various private banks and they were unable to 
borrow the money from any other source. 

Senator ELtitenper. At this point, I would like to point out that the 
economic grant assistance to ceo through June 30, 1959, aggre- 
gated $11,373,000. 

Mr. McIntosn. Of course, what we are trying to do, Senator, is, 
instead of making grants in the Development Loan Fund we want to 
make loans. 

Senator Ex.tenper. I understand. You have stated that a half a 
dozen times. 

What I want to show is that in spite of all the moneys we have made 
available, in spite of the fact that we have the Development Loan 
Fund, we are still making grants. I am sorry that I cannot, because 
of the fact that the figures are secret, show what grant economic aid is 
proposed for fiscal year 1960. 

As I understood it, the Development Loan Fund was to take the 
place of grants. Yet we are making loans to countries who are still 
receiving grant aid. 

In Africa where development loans aggregating $28,840,000 have 
already been made the grants to those same countries up to June 30, 
1959, amounted to $91,067,000, of which $7 million is on a loan basis. 

For fiscal year 1960 we propose to make economic grants to these 
same countries, aggregating $70,800,000. 


CONTINUATION OF GRANTS 


It is all well and good for Mr. McIntosh to come before this com- 
mittee and in advocating this loan program, state that, “We are getting 
into the loan business just to get out of grants,” but that is not so. 

Mr. McIntosn. I have not made that statement, Senator. 

Senator ELtenper. You have not? 

Mr. McInvosu. No. 

Senator ELtenper. Someone did. 

Mr. McIntosn. That is, it is hoped that through these loans the 
necessity of grants will decline, but I do not think that these loans will 
completely replace grants. 

Senator ELLenper. You just want to continue giving away, do you 
not 
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Mr. McInvosu. I do not want to; no, sir. 

Senator ELLenper. Well, I hope not. 

Senator Byrp. Mr. Chairman, will the Senator yield ¢ 

Senator ELLeNpER. Yes. 

Senator Byrp. Is there any real difference between a grant and a 
so-called loan for which there is no real security, and the repayment 
of which is to be in foreign currency which cannot be converted into 
U.S. dollars? 

Senator ELLENper. Certainly not. 


TELECOMMUNICATIONS LOAN TO LIBERIA 


The next loan in Liberia is $3 million for telecommunications 4 

Mr. McInrosu. Yes, sir. 

Senator ELLENpER. What does that cover ? 

Mr. McIntosu. Telephones and telegraph communications system 
for that country. 

Senator Etienper. Is that loan made tothe Government ! 

Mr. McIntosu. That is to the Government of Liberia, repayable in 
dollars. 

Senator ELLtenper. Where did you get your basic information for 
this, from ICA, or did you send special people over there to investi- 
gate the matter / 

Mr. McInrosn. We got the information from the borrower and 
supplemental from ICA, from our Embassy, and from the Liberian 
Government officials who called on us here. ‘They have also employed 
consulting engineers. We have very complete information about the 
project. 

Senator Ertenper. And you are confident that this loan will be 
paid back? 

Mr. McInrosu. Yes, sir. 

Senator ELLENpDER. You are sure of that / 

Mr. McInvosu. I think so. It is repayable in dollars. 


LOANS TO TRIPOLI 


Senator ELitenper. I hope you are right. 

Next, we have a $5 million loan for Tripoli power. Is that made to 
the Government or the municipality ? 

Mr. McIntosn. That is made to the Government. 

Senator ELLenpER. That is made to the Government ? 

Mr. McInvosu. Yes, sir. 


LOAN TO SOMALIA 


Senator ELitenper. Next we have Somalia, and that used to be an 
Italian colony at one time? 

Mr. McInvosn. That is right. 

Senator Eiitenper. Is that loan a government loan ? 

Mr. McIntosn. Yes, that is a loan to the Government, repayable 
in somalos. 

Mr. McInvosn. That is right. 

Senator Etitenper. To what use will the funds be put? | 

Mr. McInvosn. That is to help a little bank there. | 

Senator Ettenper. Is it a small business bank ? 
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Mr. McIntosu. Yes. That is a $2 million loan, a 15-year loan, 4 

rcent, local currency. 

That is a local development bank owned by the Government. 

Senator ELLenper. Are you familiar with how that money is going 
to be loaned ¢ 

Mr. McIntosu. We are making quite a few loans to local develop- 
ment banks. It is one of the most constructive steps we have taken. 
That is, we have to field organization, neither does the Export-Im- 
port Bank. If we are going to help small business by making loans 
to numerous small businesses or firms we cannot do it very W ell from 
Washington, and we think it is more efficient, safer and better in every 
way to make a loan to a local development bank who, in turn, will 
make the loans to small business. 

Senator E.ienper. Is this an existing bank or one that is going to 
be organized ¢ 

Mr. McInvrosn. This is an existing bank. 

Senator ELLtenper. Are the assets of that bank behind this loan? 

Mr. McInvosn. Yes; and the assets of the Government. 


LOANS TO TUNISIA 


Senator Exxenper. In Tunisia, we have a loan for $2,400,000 for 
a national railway. Where is that to extend to? As I remember, it 
must be along the coast, the Northern African coast. 

Mr. McInrosun. I think the equipment is going to be used near 
Tunis. The railway goes along the coast. 

Senator EuLenprr. It is a short distance, though, and I am just 
wondering about the amount that you have here. 

Mr. McInrosu. No, sir; it is a very small loan. That money will 
be used primarily to purch: use self-propelled coaches and other rolling 
stock. 

Senator ELLeNperR. You also have in Tunisia a loan of $6,250,000 to 
construct a pulp factory. 

Mr. McIntosu. Yes, sir. 

Senator ELLenpDeEr. As I understand, Tunisia, except the cities, is a 
barren desert. What kind of material would be used in order to make 
this pulp? Is it some kind of grass? Grass that is grown in the 
desert ? 

Mr. McInvosu. Yes. I think it is a quite interesting loan. They 
are going to use esparto grass, which is available there. 

Senator E.tenper. As I remember, this esparto grass was used in 
order to anchor the land in certain areas of the desert ? 

Mr. McIntosu. That is true. 

Senator ELtenper. Do they have enough? I never saw any great 
supply when I was there. In fact, I was told when I was there in 1953 
or 1954 that this grass was being used mostly to stabilize the desert so 
that they could plant trees. 

Where is the supply of this grass coming from 2 

Mr. McInvosn. I would say that a rood indication of the soundness 
of this project is that the Parsons & Whitmore Co. are willing to 
invest their own money. They are investing about as much as we are. 

Senator ELtenper. How much? 
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Mr. McIntosn. About $6 million. I do not think they would invest 
$6 million of their own money unless they were pretty confident it was 
going to be a successful enterprise. 

Senator Extienper. I agree with you. I was just wondering 
whether you had yourself inspected the situation and concluded this 
was a safe loan ? 

Mr. McIntosu. We have gone into this loan very carefully. Mr. 
Perry just mentioned that Tunisia has been exporting this esparto 
grass for many years. 

Senator ELLenper. In order to make paper ? 

Mr. McIntosu. Yes, and now they intend to make their paper right 
there. 

Chairman Haypen. We have now covered two continents, and I 
think we will have to recess for lunch, if that is all right with you, 


Senator. 
LOAN FOR SHIHNEM DAM IN TAIWAN 


Senator E.tenper. Well, I would like to ask Mr. McIntosh to look 
into a particular project, which I hope to discuss fully this afternoon. 
I refer specifically, Mr. McIntosh, to the Shihnem Dam, in Taiwan. 

Mr. McIntosn. Yes. 

Senator ELienper. You are making a loan of $21,500,000 for this 
project. he ; 

I wish to place in the record at this point a part of my diary which 
was written when I visited this damsite in 1955, and I will read it: 

We stopped at a large village to visit the headquarters of the Shihnem Plan- 
ning Commission, located in a large two-story building. 

This commission has been at work for over a year planning the direction of 
the Shihnem Dam. It has spent many counterpart funds in exploring the damsite 


and borings. 
Enough work has been done to determine the cost. 


Now, remember, that was in 1955. 


All of the expenses have come out of counterpart funds. We have assumed 
the entire burden. 

As I previously stated, it will cost $44 million. 

Now this was the cost given to me in 1955 and 1956. I noticed from 
your figures the cost has gone up to $72,446,000. I want the details of 
that for this record. I want to find out how it was possible for this 
installation, which I objected to in 1955, because I did not think it 
was feasible, and which would cost $44 million, to have now arisen in 
cost to $72,446,000. 

I want to go into the details of this project this afternoon. Please 
be prepared to answer the questions. 

Mr. McIntosu. Yes, sir. 

Chairman Haypen. We will stand recessed until 2 :30. 

(Whereupon, at 12:15 p.m., the committee recessed until 2 :30 p.m. of 
the same day.) 


AFTERNOON SESSION (FRIDAY, APRIL 10, 1959) 


RESUMPTION OF HEARING 


(The committee reconvened at 2:30 p.m., upon the expiration of 
the recess. ) 
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Chairman Haypen. Senator Robertson, it is my understanding that 
it will be an accommodation to you if we could hear the Treasury 
Department briefly. 

Senator Rosertson. If you please, sir. I have a speaking engage- 
ment in the great southwest of Virginia and I am leaving by plane 
very shortly. 

Chairman Haypen. We will proceed in that way and then resume 
the hearing with respect to mutual aid just a few moments later. It 
won’t take you very long, will it? 

Senator Ronrerrson. No, sir. As I understand, the Treasury is 
only asking the restoration of mandatory pay increases. At least that 
is my understanding. And the Post Office Department, I understand, 
is not asking anything, so that won’t take very long, either. 

Chairman Haypen. Acting Secretary of the Treasury Scribner is 
with us. 

We will be glad to hear from you, sir. 


TREASURY DEPARTMENT 


STATEMENTS OF FRED C. SCRIBNER, JR., UNDER SECRETARY OF 
THE TREASURY; ROBERT W. MAXWELL, COMMISSIONER OF AC- 
COUNTS, SALARIES AND EXPENSES, BUREAU OF ACCOUNTS; 
DANA LATHAM, COMMISSIONER OF INTERNAL REVENUE, SAL- 
ARIES AND EXPENSES, INTERNAL REVENUE SERVICE; WILLIAM 
W. PARSONS, ADMINISTRATIVE ASSISTANT SECRETARY, SAL- 
ARIES AND EXPENSES, OFFICE 0F THE SECRETARY; RUSSELL 
DANIEL, DEPUTY CHIEF OF SECRET SERVICE, SALARIES AND 
EXPENSES, U.S. SECRET SERVICE; DAVID B. STRUBINGER, ASSIST- 
ANT COMMISSIONER, SALARIES AND EXPENSES, BUREAU OF 
CUTOMS; AND WILLARD L. JOHNSON, DEPARTMENTAL BUDGET 
OFFICER 

House ACTION 
Mr. Scrrpner. Mr. Chairman and members of the committee, I 
have a very brief statement which I would like to present at this time. 

There are 12 appropriations items in the supplemental bill before you 

which affect the Treasury. The items concerned are shown on pages 

28, 29, and 51 of the House bill, H.R. 5916. The House accorded 

reductions to 11 of these 12 Treasury items. This action, coming as 

it does with over three-fourths of the fiscal year now behind us, means 
that the full burden of the reductions would have to be made up in 
the last few weeks of the year. The fiscal problems thus created are 
further compounded by the fact that the estimates as submitted to the 


Congress already reflected what were considered to be minimum addi- 


tional amounts needed to run the several bureaus after giving fullest 
possible effect to all ways and means of absorbing these new unbudg- 
eted costs. 

Notwithstanding these facts, immediately following passage by the 
House we made a further appraisal of the situation in each of the 
various bureaus in the light of the House-imposed reductions with a 
determination to hold the line at the House-approved amounts 
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wherever retrenchment could be effected. We have not found the 
means to do this in four instances; namely, in the Office of the Sec- 
retary, the Bureau of Accounts, the Internal Revenue Service, and the 
United States Secret Service. In these four cases it has not been pos- 
sible to work out satisfactory solutions for meeting the House-ap- 
proved reductions and the Secretary has asked me to appear before 
you to make the necessary representations with respect to the serious- 
ness of the situations confronting us. 


STATEMENT OF VIEWS ON HOUSE BILL 


On April 1, 1959, the Department addressed a letter to the chair- 
man which outlined our views on the bill approved by the House. 
You may wish to insert that letter in the record at this point. 

Chairman Haypen. That will be done. 

(The letter referred to follows:) 


THE SECRETARY OF THE TREASURY, 
Washington, D.C., April 1, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: The second supplemental appropriation bill, 1959, 
H.R. 5916, as passed by the House of Representatives on March 24, 1959, con- 
tains several items for the Treasury Department. These supplemental estimates 
were made necessary by recent pay and postal rate increases and other develop- 
ments arising subsequent to the enactment of regular appropriations for the fis- 
cal year 1959, as set forth in House Documents Nos. 58 and 90. A comparison of 
the budget estimates and amounts approved in the House bill for the appropria- 
tion items concerned is as follows: 











Amornts rec- Pill com- 
Appropriation Supplemental] ommended | pared with 
estimate in Forse estimate 
bill 
Burean of Acco'mts: 
tn ne i. Le kamenagacosnacuns $337, 000 $303. 300 — $33. 700 
Salaries and expenses, Division of Disbursement--------- 3, 975. 000 3. 903 600 —71, 400 
Burea" of Customs: Salaries and expenses. .._-.----.--------- 4, 491. 000 4.481 000 — 10,009 
Internal Revenve Service: Salaries and expenses__--.--.--.----- 30, 600. 000 29, 595, 000 —1, 005, 000 
U.S. Secret Service: 
SEE INN So oS Se bol coc ubweedaiedambebio 31. 500 271. 350 —30, 150 
I ek Oe os a Lkiancee 130, 000 114, 000 —15, 009 
4, ee ee eee ee Bena 25, 000 22, 500 | —2, 500 
Burean of the Mint: Salaries and expenses._... ..-----..----- (4) () wer i 
Office of the Secretary: Salaries and expenses-_--.-..------------ 247, 500 222, 750 —24 750 
Burean of the Public Debt: Administering the public debt_-_- 1, 481. 000 1, 332, 900 —148. 100 
Burea" of Narcotics: Salaries and expenses. - -----.--------.-- 289, 500 | 289, 550 —8, 950 
U.S. Coast Guard: | 
ID da os. ers cn ncn caucbewwe at 7, 831, 000 | 7, 800, 099 | —31, 000 
Ne en Seem ae nendieiinanen ail 700, 000 | 700, TAD, Looe cnbeneeee 
le 50, 408, 500 | 49, 026, 950 | —1, 381, 550 
1 Language. 


The Department recommends that the Senate approve the Treasury items 
contained in the House bill as indicated above, except for the following four 
appropriations, in which cases restoration in the full amount of the House 
reduction is requested: 


Amount of 

reduction 

Salaries and expenses, Office of the Secretary_._.__.._______________ $24, 750 
Salaries and expenses, Bureau of Accounts____.__-__-______________ 33, 700 
Salaries and expenses, Internal Revenue Service__.__.______________ 1, 005, 000 


Salaries and expenses, U.S. Secret Service___...___...______________ 30, 150 
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In these four cases the fiscal year is too far advanced and budget require- 
ments ure too inflexible to permit necessary adjustments to meet the proposed 
reductions. oe 

With respect to the reductions accorded the other appropriation items by the 
House, we will make every effort to contract our programs and work out neces- 
sary readjustments so as to live within the amounts of additional funds con- 
tained in the House-approved bill. 

Explanations and justification of the need for the restoration of the four re- 
ductions referred to above are set out in the protest material filed with your 
committee. i ; 

Representatives of the bureaus concerned will be pleased to appear in support 
of the actions requested and to provide any additional information that may be 
needed. 

Very truly yours, 








> 
Acting Secretary of the Treasury. 
INTERNAL REVENUE SERVICE 


RESTORATION REQUESTED 


Mr. Scripner. We are not protesting the reductions made by the 
House in seven of the appropriation items. In the other four cases 
we do make an appeal. The largest is for the Internal Revenue 
Service, which was cut $1,005,000. This appropriation reduction is 
particularly serious since it hits us at the very height of the tax-filing 
period. If we have to save this amount of money in the balance o 
this fiscal year, it would mean laying off some of the temporary em- 
ployees hired to assist with the peak-load work. We would have to 
curtail travel, and in some instances might have to lay off people with- 
out pay. We just are not going to be able to do the work that we need 
to do during the balance of this fiscal year and absorb this loss. 

This is the period of time when the returns are coming in, par- 
ticularly from individuals, and we are trying to make refunds. If 
we have to delay the processing of these returns, it is going to mean 
some delay in making payments of tax refunds, and we believe the 
interest cost to the Government would be substantially in excess of 
the amount that we would be asked to save here. 

Chairman Haypen. The interest rate is 6 percent, is it not? 

Mr. Scripner. Yes, sir. As to the other three items, they repre- 
sent a straight 10 percent cut in the amount which we asked in the 
original presentation. As has already been mentioned, the original 
presentation reflected the salary increases voted by Congress which 
were mandatory on us, and in some instances postal rate increases 
which we were not able to absorb. 


OFFICE OF THE SECRETARY 


As far as the Office of the Secretary is concerned, we are operating 
with substantially fewer people than we had back in 1953 and 1954, 
and the pressures on the Secretary’s Office at this particular time are 
such that we cannot do our work and absorb this $24,750. 


BUREAU OF ACCOUNTS 


The Bureau of Accounts has tried to work out readjustments to 
make up the amount of the House reduction, but there again the work- 
load is pretty well regulated by items over which we have no control, 
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depository receipts and other items, the work volume depending on 
the amount of business that comesin. And it is not possible to absorb 
the additional postage and the additional charges which are required 
by each item. 

SecrET SERVICE 


Insofar as the Secret Service is concerned, their work of course is 
in two main fields: one, protection of the President and his family 
and the Vice President, and the other is the investigation and _ the 
preparation of cases that involve counterfeiting, forgeries, or theft 
of Government checks or securities. 

We can’t make any reduction in the amount appropriated for the 
protection of the President and the Vice President, so any absorption 
would have to come from the other field. We already have a very 
substantial backlog of cases there, and if we absorb this reduction it 
will mean furloughing people, restricting the travel, and the result 
will be to increase the work that piles up. This will affect many peo- 
ple who are waiting for checks or payments that would be held up 
until the jobs are done. 

I have with me representatives of the various bureaus involved and 
we will be glad to answer any questions which you may have. 

Chairman Haypen. Senator Robertson, any questions? 


TOTAL REQUESTS AND HOUSE ALLOWANCE 


Senator Roserrson. Mr. Chairman, I would like to ask the Sec- 
retary if this is correct: that exclusive of the $38,000 request for the 
Bureau of Customs contained in Senate Document No. 20, dated April 
7, the supplemental estimates submitted for all items of the Treasury 
Department total $50,408,500. 

Mr. Scrisner. Yes, sir; that is correct. 

Senator Ropertson. And the House allowed you $49,026,950, a re- 
duction of $1,381,550? 

Mr. Scripner. Yes, sir. 

Senator Roperrson. You are requesting restoration of $1,093,600 
of this cut to cover four items? 

Mr. Scrisner. Yes, sir. 


BUREAU OF ACCOUNTS 


Senator Rogerrson. We will take up those four items. For the 
Bureau of Accounts, you had a supplemental request of $337,000. 
The House allowed you $303,000, and you are requesting restoration 
of $33,700? 

Mr. Scrisner. That is for the Bureau of Accounts, yes, sir; Senator. 

Mr. Scripner. The increases that we requested for the Bureau of 
Accounts are for salary increases, the handling of additional deposi- 
tary receipts, and postage. We asked $337,000 and they just cut 10 
percent automatically. 

Senator Rosertson. What about the prospect of absorbing the cut 
through a reduction in force of temporary employees? Do I under- 
stand that it will cut the work of this Bureau if you can’t get this 
additional $33,700 ? 
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Mr. Scripner. Yes, sir. In the Bureau of Accounts we have no 
temporary employees. If it was a question of laying people off, there 
isn’t time enough to give them the necessary notice to terminate and 
save anything. This can only be done by furloughing. 

In other words, since all of this money is for either postage, which 
is out-of-pocket expense, or for salary increases which are mandatory, 
there is no other way of doing it except cutting some people out, and 
that would mean some layoffs without pay for a while. 


INTERNAL REVENUE SERVICE 


Senator Rorerrson. The big item is for the Internal Revenue Serv- 
ice. That is the agency that collects the money, isn’t it? 

Mr. Scripner. Yes, sir. They have already been cut back, they 
feel, too drastically. ‘They are down in the number of employees and 
I can’t urge too strongly on this committee this restoration. 

Senator Ropertson. If the $1,005,000 were not restored, what func- 
tions of this essential Service would have to be suspended or curtailed ? 

Mr. Scripner. We would have to delay processing the returns 
which have come in, the making of refunds, and curtail travel. 

Senator Roserrson. As the chairman has pointed out, we would 
just have to pay 6 percent interest on what was due if we didn’t pay 
or make the refunds on time. 

Mr. Scripner. Yes, sir, and there would be additional money we 
wouldn’t collect. 

Senator Ropertson. I remember several years ago when we were 
considering this item and at that time when we were asked to put 
on some more fieldmen I think it was pointed out that their deficiency 
assessments would double what it would cost to have them. 

In other words, we would get back $2 for every $1 we spent in 
collecting. 

Mr. Scrrpner. Much more than that, Senator. 

Senator Ropertson. You don’t think the people in this country are 
getting more crooked than they used to be. Are they just making so 
much they can’t keep up with it? 

Mr. Scripner. I don’t think that is it at all. It is just a question 
of the more people we have, the more checking can be done. 


TOTAL TAX RETURNS 


Senator Ropertson. You used to receive about 30 million returns. 
Now you receive about 80 million, don’t you? 

Mr. Scripner. About 60 million, sir. 

Senator Rorertson. About 60 million ? 

Mr. Scrisner. From individuals. 

Senator Roserrson. Just twice what you used to have. 

Mr. Scripner. Yes, sir. 

Senator Rosertson. This might be a good time, Mr. Chairman, for 
me to claim credit for the short form. As you know, they used to 
have altogether the long form. Now they have the 1040. One of the 
men in the Internal Revenue Service, who has since left to practice 
law and a good friend of mine, said “Congressman, I can tell you 
how we can simplify these returns.” He said, “Against my interest, 
because I am going out to practice law, but if you will provide instead 
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of having one deduction for a wife and a different kind for the chil- 
dren, just an automatic deduction and then provide that so much 
can be taken for things that ordinarily are deducted without being 
enumerated, if they w ant to cut them that w ay we can solve a lot of 
this problem of complicated returns.” And I sponsored that legis- 
lation as a member of the Ways and Means Committee. That is the 
way we got 1040, and we simplified not only the returns for a great 
many taxpay ers, but the work in the Internal Revenue Service. 

Mr. Scryer. That is right, Senator, and we are grateful to you 
for this and many other assistances that we have had from you. 

Senator Roserrson. I helped write 12 tax bills in a period of 10 
years and I got quite familiar with the tax laws. I sponsored the 
pay-as-you-go plan. We would never collect on any other basis now, 
I am sure. 

Mr. Scrisner. I would like to point out that the Revenue Service 
has fewer employees at the present time than it has had at any time 
since 1952. 

Senator Rorerrson. This million-dollar restoration request for 
Internal Revenue Service is the largest item of the four. This is, in 
your opinion, a must. Is that correct ? 

Mr. Scripner. Yes, sir. 

Senator Roperrson. And it would be false economy for us to de- 
lete it? 

Mr. Scripner. It certainly would. 


SECRET SERVICE 


Senator Rozerrson. With regard to the Secret Service we certainly 
would not want to cut down its strength and in so doing have some- 
thing happen to our President. 

Mr. Screen. No, sir; and I would like to point out that the Secret 
Service of course cannot always estimate ahead on the cost of trips 

taken by either the President or the Vice President. If suddenly a 
trip that isn’t scheduled comes up, that increases our travel costs and 
increases the time that our men have to be out. 

Senator Rosertson. I read some months ago that there was a tem- 
porary increase in counterfeiting and that you broke up a quite big 
ring. 

Mr. Scripner. Yes, sir; and we have had more cases recently, at 
least that we have discovered. This is a small, compact, and ex- 
tremely efficient bureau, and I certainly can assure you that we get a 
dollar’s worth for what they spend. 

Senator Rozserrson. You may remember the campaign of 1896 
when making money a little more plentiful was a point at issue be- 
tween Bryan’s 16 to 1 and McKinley’s gold standard, and there was 
a Senator from Tennessee who hadn’t been too free in discussing the 
money issue because he followed his father one way and he was run- 
ning the other way. They finally asked him where he stood and he 
said, “Pop favors plenty of gold, plenty of silver, plenty of green- 
backs, and a little dash of counterfeiting,” so we don’t want the 
counterfeiting. 

That is all, Mr. Chairman. 

Chairman Hayven. There is a Post Office item in the bill and I un- 
derstand some Senators are present who would like to be heard. 
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Senator ELttenper. Mr. Chairman, may I ask a question about the 
wage board increase 
Mr. ScripNer. Yes, sir. 


WAGE BOARD INCREASES 


Senator E.ienver. We are confronted with these in every depart- 
ment. Could you tell us what percentage of the employees of your 
Department come under the wage board increase ? 

Mr. Scripner. I believe about 10 percent of the entire Department. 

Senator ELLENDER. You are not notified of what it is going to be in 
advance ? 

Mr. Scripner. As required by statute, which became effective last 
year, W ithin 20 days of the receipt of the results of a survey, these 
increases must be put into effect. 

Senator ELLeENpER. How often are the wage board increases made? 

Mr. Scripner. As I understand, they vary from area to area. I 
believe they are made when attention is called to some general wage 
increase in the area which would lead people to believe that perhaps 
asurvey should be made. 

Senator ELLeNpER. They come at least once a year, don’t they? 

Mr. Scripner. Asa general rule, yes, sir. 


BUREAU OF CUSTOMS 


Senator Rosertson. Mr. Chairman, I overlooked one item and I 
believe it should be explained now. It is contained in Senate Docu- 
ment No. 20, dated April 7. The House didn’t consider it, so we had 
better have a statement on this request. 

The Secretary has covered it in a way, but we had better elaborate 


on it. The item is for “Salaries and expenses, Bureau of Customs.” 


With regard to the $38,000 request please explain to the committee 
why this was not presented to the House? 

Mr. Scripner. Mr. Strubinger, who is the Assistant Commissioner 
of Customs, is here, Senator, and I am going to ask him to give you 
the answer to that. 

Mr. Struptncer. Mr. Chairman, the sum in our request here of 
$38,000 came up since the supplemental was prepared. These wage 
board increases were made effective on March 12 of this year. The 
survey was conducted prior to that, but we were required to put them 
into effect on March 12, 1959. The $38,000 represents increases of 
from 6 cents to 20 cents an hour for about 500 employees, and we had 
no way of anticipating that additional cost and we were simply faced 
with adding it to our costs after we had come in with our first 
supplemental. 

Senator Rosertson. That was a provision that Congress passed? 

Mr. Srruspincer. Yes, sir. 

Senator Roperrson. You were to pay them a certain increase in 
pay. 

Mr. Struprncer. Yes, sir. 

Senator Ronerrson. And you had no previous notice of it? 

Mr. Strupincer. No, sir. 

Senator Rozerrson. Will it take the amount of $38,000 to comply 
with that act of Congress ? 
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Mr. Strruprincer. That is right, sir. 

Senator Roserrson. And you don’t want to be in the position of 
violating an act of Congress, do you? 

Mr. Srrusrncer. That is correct, and one of the reasons we are ask- 
ing for this is because we have reduced personnel about 80 employees 
since November 1, 1958, and we had done all we can to absorb our 
increase in cost. So this has hit us at a time when we just feel we 
cannot absorb any more. 

Senator Rogertson. This ought to make it clear for the record 
when we get to conference. 

Mr. Chairman, I ask that pertinent data from the Treasury De- 
partment justifications be inserted in the record. 

Chairman Haypen. That will be done. 

(The information referred to follows :) 


TREASURY DEPARTMENT 








OFFICE OF THE SE 


Standard classification schedule 





| 


| 
| 
as ia Amount | Increase (+), 
Appropria- estimate, lrecommended| decrease (—), 
tion, 1959 1959 by House | bill com- 





Standard classification 


pared with 
estimate 





Oe pipemois Bet eal sw 2 3228 i ot $2, 551, 995 $226, 660 $209, 500 —$17, 160 
02 Travel. sind tii | 16, 000 hemnisnay i akbawee eee 
03 Transportation DOU oon suse one Pt 8d. cb bebbeniLeades aeons saak 
04 Communication services. ...-....--.------- SN: chipg is drdtyn ddglhcheweuncnsununth apsancde 
05 Rents and utilities___-__- see ci ciheieerncien NE ic we iticaina iin ol xs dicate oe waite cee 5 
06 Printing and reproduction... eda abl hewn dota TNs Se ended wehad binned éasnk sai bbenddsechooken 
07 Other contractual services....-----.---.--- 20, 800 I Soci aca —500 
Services performed by other agencies. 114, 320 Hee Sieh eee —5, 900 

08 Supplies and materials....-....-...----.--.. eee E-..-. 64. — pitas te ieee 
09 Equipment. eee 11, 335 }----- EE ET Ma dipn SERIL S82 
11 Grants, subsidies, and contributions..._..- 159, 590 14, 400 13, 250 —1, 150 
13 Refunds, awards, and indemnities___.--_-- a i as cia Se cell lt area ee 
15 Taxes and assessments.............-.------ 1, 460 | ees ASeets —40 
Total appropriation or estimate _---- ot 3, 068, 000 247, 500 222, 750 —24, 750 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 


The purpose of this supplemental request is to provide $247,500 to cover the 
cost of pay increases for classified employees in fiscal year 1959 as authorized 
by Public Law 85-462, approved June 20, 1958, and the increase in salary rates 
paid the crafts and duplicating forces. Wage rates for these latter employees 
are determined by the Treasury Department Wage Board. The $247,500 request 
comprises the following two items: 


(a) Increase in salary rates authorized by Public Law 85-462________ $205, 700 
peers aa irae Beara rbot. oe a ct 41, 800 
a ae etna ices penis 247, 500 


2. Method of determining amount 


The amount of salary increases for the classified employees is based on a 
detailed determination of the cost for the employees it is anticipated will be on 
the rolls during the current fiscal year. 

Wage rate increases were approved for the crafts and duplicating forces to be 
effective April 8, 1958, September 21, 1958, and January 11, 1959. The amount of 
wage board rate increase requested is based on a detailed determination of the 
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eost for employees who are expected to be on the roll during the current fiscal 
year. 
8. Reason additional funds required 


Public Law 85-462 was passed after submission of the 1959 budget. Similarly, 
fund requirements for the increases in wage board rates became known after the 
submission of the 1959 budget. 


4. Justification 


Public Law 85-462 requires net increases for classified employees in personal 
service and related costs, including payments to other agencies for services 
rendered, as follows: 


I as gt str ose meter wore naan eeesistpe = $193, 000 
(b) Contributions to Federal group life insurance program__________-_ 500 
(c) Contributions to civil service retirement fund_____-_____________ 12, 160 

(d) Employer’s contribution under Federal Insurance Contributions 
OI is rc cs ae nee Re ta cae min eee apemnneemiennniealet neues 40 
Total costs resulting from Public Law 85-462________________ 295, 700 


Costs of wage board rate increases are: 


re en CON a a a tri eminem 39, 290 
(b) Contributions to civil service retirement fund___-_--_______----- 2,510 
Total cost of wage board rate increases_.__.____-______________ 41, 800 
Total supplemental requirements are____._______--__--____--_ 247, 500 


The costs of increased postal rates amounting to $1,265 are being absorbed 
through use of savings. It will not be possible to reduce the supplemental 
requirement further. 

The absorption of other unanticipated obligations in recent years has made 
it necessary to reduce the number of employees assigned to the various activities 
financed by this appropriation. Any further reductions in staff will result in a 
curtailment of essential services in connection with the operation of the Office 
of the Secretary and the maintenance of the Treasury Building and Annex. 


JUSTIFICATION FOR RESTORATION REQUEST 


The amendment requested would restore the reduction of $24,750 made by the 
House of Representatives in the estimate for a supplemental appropriation for 
the Office of the Secretary. This supplemental appropriation was requested to 
provide sufficient funds for the cost of the salary and related costs authorized 
by Public Law 85-462 and for increases in wage board rates approved after the 
appropriation for the fiscal year 1959 was granted. The Office of the Secretary 
is already absorbing other unanticipated requirements such as the postal rate 
increase and expenditures in connection with emergency repairs of the building. 
To do this it has been necessary to defer the filling of vacancies and to curtail 
to the extent possible purchases of supplies, materials, and equipment. A cur- 
rent review of funds available for objects of expenditure, other than for personal 
services, does not disclose any source from which appreciable savings could be 
made during the remainder of the fiscal year. Therefore, the reduction made 
by the House of Representatives cannot be absorbed without a reduction in per- 
sonnel or furloughs without pay. Inasmuch as the Office of the Secretary is 
now operating with minimum staffs in its various organizational units, the elimi- 
nation of the services of its employees for the period of time it would be neces- 
sary for them to be off the rolls to accumulate savings of $24,750 would seriously 
handicap the Office of the Secretary. 
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BurREAv oF AccOUNTS—SALARIES AND EXPENSES 


Standard classification schedule 


—~. 


1959 supple- Amount Increase (+), 


























Standard classification 1959 estimate mental recommended] decrease (—), 

estimate by House |bill compared 

with estimate 

01 Personal services $1, 720, 444 | $180, 664 $162, 598 —$18, 066 

02 Travel_.._-.- li aceghicinns I Bok sk engi been aelldbenatine Aan 

03 ‘Transportation of things............-...--. RD Tovbuanbaccctenl aasumeenad pied os obueuest oan 

04 Communication services_............--- 4 ta eee 

05 Rents and utility services........_-- ete ed PEO 4 = oss ccowsancccl ces Keke x elects ctactcignae 

06 Printing and reproduction.-_-_-_. SOLU. chat ae 125, 902 EES &. die wediatté —2, 258 

07 Other contractual services. _..._..._.-.---- SE ita idiaciianalik sheen hdc ccieiiesenic Robins Siambeeeanbee 
Services performed by Federal Reserve 

RE cee a ee ES SS | 1, 034, 080 142, 142 129, 960 —12, 182 

08 Supplies and materials_.................__- eer | a a A Se 

ON eee baste ekaneke I cts: sste sclera aia aie is ccna a shevgpintinaoceaaiiel 

11 Grants, subsidies, and contributions... .... 111, 700 11, 936 10, 742 —1, 194 

13 Refunds, awards, and indemnities_.. ____.. Pith sebbbi ehh dwbubuetwecl Jee Gaiicwns shld nietiminisiepeiet 

18 Taxes and assessments-_.....-.....-..------ 270 |-n-nenee-o----|--- oe ct 

Total appropriation or estimate._....._-- 3, 110, 000 | 337, 000 | 303, 300 —33, 700 





JUSTIFICATION FOR RESTORATION REQUEST 


H.R. 5916, as approved by the committee, provided $303,300, which is a reduc- 
tion of $33,700 or 10 percent less than the amount requested. This amount is 
not sufficient to cover salary and postal rate increases approved by the Congress 
subsequent to the 1959 Treasury-Post Office Appropriation Act, and an increase 
in the number of depositary receipts to be handled by the Federal Reserve banks, 
which was not foreseen when the 1959 budget estimates were prepared. 





Amount Amount rec-| Reduction 
requested ommended 


PN INNNS Se bocMtse UA dees ddl Sli sete edo eelcbinds $192, 600 $173, 340 $19, 260 


Nee er nc cntin waiimnch mdniosincane ceibuaibe 90. 000 81, 000 9, 000 
OE BOI onic circ wtce erence wcennsawase 54, 400 48, 960 5, 440 
EE aie cinunubctisbingticmpnanudn abe nieten mbna 337, 000 303, 300 33, 700 


Salary increases 


The Federal Employees Salary Increase Act of 1958 (Public Law 85-462), 
approved June 30, 1958, provided salary increases to all classified employees 
averaging about 10% percent. It also includes a contribution to the civil service 
retirement fund required by law of 6% percent of such increases. The total 
amount requested for this purpose was carefully calculated based on the average 
employment for the year. There is no way that the Bureau of Accounts can 
avoid or reduce this liability under the pay act for these salary increases. 
Therefore, such reductions could not be accomplished without suspending cer- 
tain functions and operations essential to the efficient operations of the Bureau. 


Postal rate increases 


Public Law 85-426, approved May 27, 1958, increased postal rates from 3 to 4 
cents, effective August 1, 1958. The 1959 budget estimates provided funds to 
reimburse the Federal Reserve banks for processing 9,200,000 depositary receipts 
including 3 cents postage for each depositary receipt processed. The supple- 
mental estimate included $90,000 for the 1 cent additional postage required to 
mail approximately 9 million receipts during 11 months of the year. A 10 per- 
cent reduction against this item cannot be passed on to the Post Office Depart- 
ment and the volume cannot be reduced. Therefore, unless these funds are pro- 
vided the reduction must come from other items which will require further 
curtailment of essential functions of the Bureau. 


Increased number of depositary receipts 


The supplemental request included $54,400 to reimburse the Federal Reserve 
banks for handling 426,000 more depositary receipts than was included in the 
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1959 appropriation. The total of 9,626,000 depositary receipts for the year was 
earefully computed based on the actual first 6 months’ experience and pro- 
jected for the balance of the year on established trends. A recent review of this 
projection based on the actual for 8 months indicates that it is substantially 
sound. The increase over the original estimates can be attributed to several 
factors over which the Bureau of Accounts has no control, such as changes 
in tax rates, increases in wage rates, changes in economic conditions, changes 
in practices of the taxpayers, and the enactment of penal provisions for failure 
to comply with the Government’s withholding requirements (Public Law 85- 
321). To apply a 10 percent reduction to this item is not possible as the volume 
to be handled originates with the taxpayer and cannot be controlled by the 
Bureau or the Federal Reserve banks. Therefore, any reduction of this item 
which is on a fixed unit cost of $0.1224 will also require curtailment of other 
functions of the Bureau. 


Recommendations 


It will be impossible for the Bureau to realize any substantial savings from 
object classes for nonpersonal services as 76 percent of the moneys allowed for 
those object classes are reimbursable to the Federal Reserve banks for process- 
ing depositary receipts. So that the remaining 24 percent is used for items of 
a fixed nature, such as purchase of envelopes, depositary receipts, machine 
rental, telegraph and postage costs, which cannot be reduced. To apply the 
reduction of $33,700 to personal services would raise a serious problem in the 
Bureau as it would have to apply to salaries for the 2144 months which remain 
in the fiscal year. 

To go into a reductiun in force would require a 30-day notice to those em- 
ployees affected and terminal leave payments would in most cases offset any 
such reductions. Therefore, the only action which could be taken is to fur- 
lough more than 50 employees or 16 percent of our present force for 2 months. 
To furlough such a large percentage of the employees for 2 months would make 
it impossible for the Bureau to maintain its functions and activities on a current 
basis. Such action would also impose a serious personnel and employee rela- 
tions problem. 


INTERNAL REVENUE SERVICE—SALARIES AND EXPENSES 


Standard classification schedule 


Increase (+) 
Supplemental; Amount or 




















Standard classification Appropria- estimate, |recommended] decrease (—), 

tion, 1959 1959 by House bill com- 

pared with 

estimate 
Oe IR ONE NOR ac otencinhiedenacans $273, 479, 662 $28,131,317 | $27, 190, 541 —$940, 776 
ee on aaawaenonss eee eee ea nee < 
03 Transportation of things. -....-..........-- 3,600 200 leweencnginnwans i sraviediahinnatntaniasindhseasenaintieeniiniiiii 
04 Communication services--.-....----------- 6, 120, 733 576, 143 575, 206 —937 
05 Rents and utility services__............-.-- SI ands watsiinehamencmattinwek Rnb iasnnseelangasiale 
06 Printing and reproduction. ----_........---- TEE boeccnn cence Scien igen Sr Ne ab witeated netoiaeaee 
07 Other contractual services.....--...--.----- 3, 019, 148 98, 995 | 95, 685 | —3, 310 
08 Supplies and materials---_............-.-.-- SE  iiiscutccec amp Pa amet hes ies es ctr aiarateaeeaianeta 
rn ce aoacal A FREE New ositecnnn SNe oae Baek atsnienek aes 
11 Grants, subsidies, and contributions.......| 17, 278, 817 | 1, 781, 446 | 1, 721, 874 | — 59, 572 
13 Refunds, awards, and indemnities__.....-.- Be i asain cseacrdenstinenpeh iia einaraperplerisseik eos tensa te mirainosn 
15 Taxes and assessments. -.-.....--.---.----- 117, 354 12, 099 | 11, 694 | —405 
Total appropriation or estimate _-_-...---- 325, 500, 000 30, 600, 000 | 29, 595,000 | —1,005,0cA 





JUSTIFICATION FOR RESTORATION REQUEST 


The bill as passed by the House is $1,005,000 below the amount requested in 
the estimate. Unless the reduction is restored, the Service will have to curtail 
on temporary help to process tax returns, and reduce travel of employees engaged 
in auditing returns, collecting delinquent accounts, and investigating tax fraud 
cases and illicit liquor activities. 

Substantially all of the funds available (including the $30.6 million representing 
increased salaries and postage cost contained in the request for supplemental 
funds) for the balance of this year’s operations have been committed, except 
those for temporary employment and travel. A significant savings in permanent 





aa 
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personnel is not possible, even with reduction in force, since necessary proce- 
dural workload in preparation for a reduction in force would, under ideal 
conditions, take a minimum of 30 days, followed by a minimum of 30-day notices 
to the affected employees, and accumulated leave would cost more than the salary 
from the effective date of the reduction to the end of the year. 

With the reduction that would have to be made in the use of temporary em- 
ployees, substantial amounts of tax receipts which ordinarily would be deposited 
in the Treasury in the last quarter could not be deposited until after June 30, 
This is for the reason that approximately one-half of the processing work in the 
district offices is accomplished with temporary employees during the filing period. 

Likewise, approximately 10 percent of the tax refunds which would normally 
be scheduled for payment in the last quarter would have to be deferred until 
after June 30, 1959. It is estimated that the interest cost to the Government 
on these deferrals would be approximately $4 million. The delay in the refund 
program would also have an effect upon the prerefund audit program of the audit 
divisions in the district directors’ offices. The additional revenue that could 
normally be anticipated from this program for the balance of the fiscal year 
would be reduced by approximately $6 million. 

The reduction in travel would necessitate the grounding of field technical per- 
sonnel engaged in the enforcement activities of the Audit, Intelligence, Collec- 
tion, and Alcohol and Tobacco Tax Divisions. Thus, there would be grounded a 
total of approximately 700 revenue officers who are engaged in the collection of 
delinquent taxes, and 800 revenue agents whose duty it is to audit tax returns. 
The resulting loss of revenue production due to the slowdown in the program of 
auditing returns and securing delinquent returns, would amount to approxi- 
mately $15 million for the balance of the fiscal year. In addition, the grounding 
of revenue officers at field posts of duty will result in a deferral of collections of 
about $10 million. The grounding of special agents in intelligence will mean 
a serious delay in the prosecution of criminal fraud cases and will affect the 
orderly processing of the 1,200 cases now in the courts. Fraud from illicit liquor 
activity will result in the loss of approximately $10 million to $15 million of 
travel funds for Alcohol and Tobacco Tax Division investigators are eliminated. 
Unfortunately these employees that would be grounded are so located that they 
would not be readily available for duty in the processing activity of the Collee- 
tion Division, and, therefore, could not be utilized as a temporary expedient to 
do the processing work ordinarily performed by temporary employees. 

In short, it seems apparent that the economy ostensibly reflected in the $1 
million reduction proposed by the House in the funds for the revenue service 
will cost the Treasury much more than would be saved by reduced expenditures 
by the Service. Therefore, it is strongly recommended that the $1,005,000 reduc- 
tion be restored. 


U.S. Secret SERVICE—SALARIES AND EXPENSES 


Standard classification schedule 


Increase (+) 








Supplemental; Amount or 

Standard classification Appropria- estimate, approved | decrease (—), 

tion, 1959 1959 by House bill com- 

pared with 

estimate 

ee ee: $2, 739, 678 $281, 310 $253, 000 — $28, 310 
BG FI. nt emits dian cdbiimihina no osaiiele ED A vennncpiinispides s sesseighiath inalies tala dint anna 
03 Transportation of things. ................-. is eens Ce eee re eae 
04 Communication services. _...............-- 48, 915 1, 142 t+: Sct 
06 Printing and reproduction__....-.........- ihe oer aeRO en A haeckacn alle 
07 Other contractual services_..............--- 73. 0F0 1, 948 BD christensen 
08 Supplies and materials..................... a a a a a clas anaes 
Se SOc «8 ctiniicncp oaths ane suet cede Pid DE inka. apehadenimunsétednl déboiunctecen 
a Grants, subsidies, and contributions. ____.- 166, 954 17, 100 15, 260 —1, 840 
Refunds, awards, and indemnities__.......- DY Ribcicintatt aadebiedeubbhe ne acduldiiokhs aciao see 
Taenoek BST alisstlh ble dibdpbbecdaldbicdad Oe Bhs aioe ck lod a occ 





Total appropriation or estimate. _-.......- 3, 461, 000 301, 500 271, 350 —30, 150 
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JUSTIFICATION FOR RESTORATION REQUEST 


The reduction of $30,150 made by the House in the request for funds to cover 
the cost of the pay increases authorized by Public Law 85-472 will seriously 
impair the operations of the Secret Service in fulfilling its Presidential protection 
and law enforcement responsibilities. 

Unless this reduction is restored, it will be necessary to drastically curtail the 
travel of field agents or furlough field employees for 2 or 3 days. This is due 
to the fact that personal services and travel account for approximately 92 percent 
of the Service’s operating expenses. 

Curtailing travel, other than that relating to Presidential protection, will 
have the effect of suspending investigations and neglecting cases arising outside 
of field officers’ local areas and interfering seriously with orderly enforcement 
processes. Furthermore, the amount that might be absorbed by this means 
eannot be firmly estimated since emergency situations will arise which will 
compel travel or a complete disregard of statutory duties. Travel cost related 
to Presidential and Vice Presidential protection is an indeterminable item, and 
funds provided for this purpose cannot be used to apply against the reduction. 

Since the Secret Service cannot furlough employees assigned to the imme- 
diate protection of the President and members of his family and the Vice Presi- 
dent, it will be necessary to furlough employees employed in vital law enforce- 
ment activities primarily concerned with counterfeiting and forgery. 

Rither of these actions will seriously delay vital law enforcement activities. 
Therefore, it is strongly recommended that the reduction of $30,150 be restored. 


BurREAv oF CustoMs—SALARIES AND EXPENSES 


Program and financing 














1959 1959 1959 in- 
presently revised crease (+) or 
available ! estimate decrease (—) 

Program by activities: 
1. Assessment and collection of duties, taxes and fees__....| $38. 283,400 | $38, 298, 500 +$15, 100 
2. Appraisal of imported merchandise-_.-__.......-..------ 7, 378, 440 7, 400, 840 +22, 400 
3. Investigations of violations of customs and related laws 
i 2, 977, 275 a GE Te ieee theses 
4. Audit of collection and merchandise accounts_-_-.._...~- 823, 500 eet ee 
§. Analysis and identification of merchandise for tariff 
ee a eS a a ee ea 1, 074, 800 1, 075, 200 +400 
I 1, 953, 585 1, 953, 685 +100 
7. 1959 program obligated in 1958_.._....-.......-.......-- —203, 632 vrien GOR iy... 2 0ns5n ce 
TI 6 Sohn ctcduadcundinéonakanelandiown 52, 287, 368 52, 325, 368 38, 000 
Financing: 
Unobligated balance brought forward__..............-..-- 300, 000 oe ee 
Unobligated balance carried forward_.............-.....-- —300, 000 we I |B Ni cies sco whiiesdaincie 
1959 appropristion available in 1958___............-...-..- +203, 632 EE Bit ra tinse cient 
POUL CIR ORIONA! GUILNOFIEY <6 ono ictenncannccancanacanss 52, 491, 000 52, 529, 000 +38, 000 





1H. Doc. 58. 
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Object classification 
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1959 1959 1959 in- 
presently revised crease (+-) or 
available estimate decrease (—) 

Total number of permanent positions__.._..........-.-.-.---- 7, 276 7, 276 | See Bd 
Full-time equivalent of all other positions__.............-..__- 74 mt veces 
Average number of all employees_--_-....-....-...-.--.-.---- 7, 143 7, 143 | oie sds Le 
Number of employees at end of year_-_-_..--.-----2 2.22 7, 339 7, 339 | Achy ot ae 
01 Personal services: 
SrrsnennTIDONONONNS Sot i a $43, 663,650 | $43, 699, 250 
Positions other than permanent 4 368, 150 368, 150 
rene UI OT 2, 300, 995 2, 300, 995 
Total personal services._...............-.-.-.--..-.- 46, 332, 795 46, 368, 395 
OO INS Bin ks ie Bo teins Ee cS epee ceendin ected 485, 000 485, 000 
NOTE OE CO ns cl ce ncniendibeasenion 472, 000 472, 000 
Nee Nn enienenns peninaigetnetinntomners it 591, 000 591, 000 
ee ee ee eee eee 103, 000 PO on cos eae ced 
OB rere POOR. «5 oo i on non ssc eden oce 231, 000 RD Bk acetal gee aes 
C7. Seer I RETTIG. ong occ wien ctnecceenenccsceecuces 475, 535 475, 635 +100 
Ne So eenthmmremreiiaineais @maramarn 416, 000 EI onde netonee 
TA REET See ose Jenne wuakaamabe! 350, 000 | eee ete 
a od deth ahlrtnw gig] ESAS fide umn hes bit bewewecenad cians euneenatese 
11 Grants, subsidies, and a ae 
Government contributions to civil service retirement 
EE SOLE Mig Sb oh s laws cd adaware nis omardoul 2, 952, 080 2, 954, 380 +2, 300 
13 Refunds, awards, and indemnities_-_-............---------- 90, 000 SON: bocncdoaccecede 
cr a ninmrens bunnies meinen 13, 220 BED Socmacsecoaccul 
Se IT Wk ee rcanenewansecdsoascs — 203, 632 — 203, 632 a co le 
a ee ae ee ee ee ee 52, 307, 998 52, 345, 998 | +38, 000 
Deduct charges for quarters and subsistence furnished - - ._.--- 20, 630 DO Annusctecasnmn 
ee 1s cmeatendoesaucaueecaauminn 52, 287, 368 





52, 325, 368 38, 000 





SCHEDULE ON SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 


Appropriation title: Salaries and expenses, Bureau of Customs, 1958-59. Date: 
March 30, 1959. 


Agency: Treasury Department. Bureau: Customs. 


. 


Ne 


- 


7 
8. 
9. 


10. Estimated supplemental included in latest budget 


Present appropriation or estimate 
Additional amounts available 


Total amount available 


Apportionments: 
ist quarter 
2d quarter 
3d quarter 
4th quarter 


Total apportionments and reserves 


Obligations: 


1st quarter (actual) 
2d quarter (actual) 
3d quarter (estimated) 
4th quarter (estimated) 


Total actual and estimated obligations 
Less total amount available (H. Doc. 58) 


Estimated supplemental required 


ge a coe ees ta cee $52, 287, 368 
eaten rete lenineaeeitnroete eapticsin'on 10, 000, 000 


Peete Raia a a me 62, 287, 368 


Ce a a erin eee 16, 013, 898 
Fa sland tees iad cardia p PeRiatintipieaes nano bo bain gpi-asichn Liao em piois ie 15, 802, 802 
NS ee See 15, 065, 492 


a a a Sear ebrommens 10, 914, 176 
Budgetary reserves 

















11. Date needed : for obligation, June 30, 1959 ; for expenditure, July 
15, 1959. 
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12. Estimated expenditures from supplemental : In Budget Revised 
RS RO a a EE $4, 311,000 4, 343, 000 
I cpceriigrin eae 180, 000 186, 000 


ET UII a Seatac lad own peedinspmnnlie pommel 
13. Actual obligations last 3 months: 


ai carat ceantecs nna apie re ose eer pian blake oo weapon 5, 397, 937 
a RIN a ses ccna Eon sn ctvaneahin apepiniast er are 5, 271, 978 
NU a sg cinco sagen ra eit ix st ey ts Sec whe cama 4, 695, 179 


EXPLANATION OF REQUESTED 1959 SUPPLEMENTAL APPROPRIATION 


This 1959 supplemental request provides $38,000 for wage board rate 
increases which have become effective since January 1, 1959. Our supplemental 
request in House Document 58 dated February 11, 1959, covered wage board 
increases which became effective in the 12 months ending December 31, 1959. 
Most of the increases in this request are for New York, Los Angeles, Chicago, 
Miami, and New Orleans, and became effective March 22, 1959. All of these 
increased costs are wholly outside the administrative control of this Bureau. 

The absorption of these increased costs this late in the fiscal year would 
necessitate a reduction of approximately 35 positions. Such a reduction is 
infeasible in view of our steady workload increases. The following table shows 
a comparison of our workload in fiscal year 1958 with fiscal year 1957 and the 
first 8 months of fiscal year 1959 with the first 8 months of fiscal year 1958. 





Fiscal year | Fiscal year ecal 8 months | 8 months | Percent 
957 























1958 change | 1958 1959 change 
| 

Formal entries filed...........---- 1, 116, 211 1, 175, 271) +5. 3| 609, 684| 636,753) +4.4 
Carriers arriving............-..... 38, 564, 443 39, 466,668] +2.3) 20,976,812} 22,275,392) +62 
Parsomes arriving. ................- 132, 321, 187 137, 673, 041 +4.0} 74, 283,498) 79,000,673} +64 
Invoices received. ..........------| 1, 774, 343} 1, 822, 149 +2.7 924, 666 988, 439 +6.9 
Packages examined by appraisers 

Meremnmeine 2), dco Lu eel 1, 365, 041 1, 375, 418 +.8 931, 372! 936,532} +.6 
Mail packages handled----._....-. 39, 969, 522) 42, 397.140} -+6.1) 29,922,802) 29,244,460) -—2.3 
NE PONIICCIONNB ccna ctricemncnd< $1, 059, 000, 000! $1, 122, 000, 000) +5. pees, 510, 104|$647, 271, 222 +8.9 








Customs permanent full-time employment payable from the salaries and ex- 
penses appropriation totaled 7,646 as of February 28, 1959, with annual salaries 
of $46,997,303. Of this total, approximately 650 are financed from reimburse- 
ments including funds received from the Departments of Commerce and Agri- 
culture. As is indicated by the green sheets, no change in positions or employ- 
ment will be made as a result of this proposed supplemental. 


Senator Roperrson. Mr. Chairman, I also request that the letter 
from the Tax Court of the United States, advising the committee that 
no appeals to the House action would be made to the Senate, be placed 
in the record. 

(The letter referred to follows :) 


LETTER FROM THE TAx CouRT 


Tax COURT OF THE UNITED STATES, 
Washington, D.C., April 9, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Sir: There has been requested for the Tax Court of the United States an 
additional $45,000 in supplemental funds for the fiscal year 1959 (H.R. 5916) to 
cover the increased costs of salary increases authorized by Public Law 85-462. 
Following the submission of this request to the Congress, the Bureau of the 
Budget requested that a reappraisal of the financial position of the court be made 
to determine whether or not a 10-percent reduction of the $45,000 supplemental 
request could be accepted without impairment to the planned program of the 
court. This review was made and it was determined that with savings from 
economies already accomplished and contemplated it would be possible for the 
court to accept the reduced amount. 
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In accordance with the oral request made by Mr. Joseph E. Gonzales, of the 
committee staff, on April 8, 1959, for a verification of the position of the court, 
please be advised that the court has already modified its program in anticipation 
of the reduction in the supplemental appropriation and will operate for the 
balance of the fiscal year 1959 on such reduced basis. 

Sincerely yours, 
J. E. Murpock, Chief Judge. 


POST OFFICE DEPARTMENT 


PAYMENT FoR Pusuic Services, 1959 


LETTER OF DEPUTY POSTMASTER GENERAL 


Senator Rogerrson. I would also ask to put in the record the letter 
from the Post Office Department dated April 1, 1959, in which they 
advise that they are satisfied, they are sitting tight, and are not taking 
further action in this matter, at this time. 

Chairman Haypen. That will be done. 

(The letter referred to follows :) 

Apri 1, 1959. 
Hon. Cart HAYDEN, 
U.S. Senate. 


Dear SENATOR HAyDEN: The Post Office Department will not request the res- 
toration of the reductions made in our supplemental estimates embodied in 
the second supplemental appropriation bill, 1959, H.R. 5916, which passed the 
House March 24. This is in accord with our discussion with members of the 
House Appropriations Committee prior to the passage of the bill. 

The Department believes it can program its activities so as to absorb the 
reductions totaling $8,682,600 for the appropriations administration, region- 
al operation, and research, operations, transportation, and facilities. 

In accordance with the Postal Policy Act of 1958, Public Law 85-426, title 
I, the President submitted to the Congress estimates totaling $171,259,000 for 
payment for public services for fiscal 1959. The entire amount of the request 
for an appropriation for this purpose was deleted by the House for the reason 
set forth in House Report No. 238, page 14. We are taking no further action 
in this matter since the issue is entirely one of policy that can only be resolved 
by the Congress itself. 

Sincerely yours, 


B. O. Sessions, 
Deputy Postmaster General, 


STATEMENT OF HON. OLIN D. JOHNSTON, A UNITED STATES 
SENATOR FROM THE STATE OF SOUTH CAROLINA 


PUBLIC SERVICE EXPENDITURES 


Chairman Haypen. In that connection I would like to hear from 
Senator Johnston and Senator Carlson. 

Senator Jonnston. Mr. Chairman and members of the Appropria- 
tions Committee, as you know, Senator Carlson and I are ex officio 
members of the Treasury Post Office Subcommittee on appropriations. 
That is one reason why we come before you to discuss postal policy. 

As chairman of the Senate Post Office and Civil Service Committee 
and for the committee, I would like to direct your attention to what 
I consider a misunderstanding about an item that should be included 
in the supplemental appropriations bill now before you. 

This item is not, strictly speaking, an appropriation. It is an 
accounting function to reveal publicly the amount of free public serv- 
ices which by vote of Congress the Post Office has been directed to 
perform for the American people. 
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The Post Office, in accordance with Public Law 85-426 of last Con- 
gress has estimated this to be $171,259,000 for fiscal 1959. The House 
Appropriation Committee, contrary to the public law, ignored this 
item and the bill was reported to the House and passed without this 
amount being included and designated as public service. 

g £ I 
nis does not mean that the appropriation for the Pos ice De- 

This does not mean that tl ) tion for the Post Office D 
partment has been reduced. Failure to designate public service ex- 
penditures for what they are does not mean that those services are 
no longer to be performed. 

The failure to designate simply means that the public service costs, 
despite legislation passed last year, must once again be an unidentified 
part of the general Post Office deficit. 


HOUSE ACTION 


I have examined the printed record of the House hearings on this 
subject. It would appear that the House committee made its decision 
on the basis of about 20 minutes of one-sided presentation. Yet this 
was a matter which had been studied over many years by the appro- 
priate committees in both the House and Senate. 

Weeks of testimony were devoted to it and 5 days’ debate ended 
with its approval here in the Senate last year. 

You may wonder, since there is no change in actual appropriations 
what the purpose of a public service appropriation really is. The 
purpose is to spotlight the subsidies that we, the Congress, have given 
over the years, generally to noncommercial mail users. I know of no 
principle of administration, of economics, or of public policy that 
would sanction the masking of these expenditures made in the public 
interest, to promote the general welfare. 

Yet that is exactly what has been done for years as these costs are 
ow en indiscriminately together with others under the label of 
“deficit.” 


FREE OR REDUCED RATE SERVICES 


I cannot see any justice in supplying free or reduced rate services 
which the Congress has voted in the public interest and then taking the 
cost of these services and calling them “deficit.” The only result of 
such a practice is to give the public the impression that mail users as 
a whole are not paying their way or that the administration of the 
Post Office is grossly inefficient. That is both unfair and deceptive. 
We should not condone it. 

Senator SatronstaLL. Could I ask you a question, or would you 
prefer to wait until you are all through ? 

Senator Jounson. I will be glad to answer it now. 

Senator SauronstaLt. What you are saying, Senator Johnston, is 
that in accordance with the law that we passed last year so much of 
the deficit to wit, $171,259,000, is due to postal rates at less than the 
cost of service. That is a part of the deficit, but what you want to 
have the Appropriations Committee do is to designate so much of the 
deficit, that is, $171,259.000, to be due to this public service. 

Senator Jounston. That is true. The committee reported bill 
would have earmarked an amount automatically, but Senator Hayden 
offered an amendment that would vest the authority in the Anpro- 
priations Committee to approve the amount for public service. 


38932— 59-—— 46 
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Senator SauronsratL. Then if Senator Hayden is in favor of it 
and was in favor of it last year, knowing this committee, this com- 
mittee is rather apt to be in favor of it now, is it not? 

Senator Jounston. I would think so, but since the House committee 
chose to ignore the law, I felt it our duty to call it to your attention. 

Senator Rorertson. There has been a development since then which 
we will put in the record. 

Senator Jonnston. We have voted these special rates. Are we 
ashamed to let the people know what we have done? Must we hide 
our policy decisions on rates and stand aside while others take what 
is falsely believed to be the “blame” for the cost of these decisions? 


DESIGNATION OF PUBLIC SERVICES COSTS 


The people have a right to know the truth about this situation. 
The best way to let it be known is to bring it out into the open. We 
have voted over the years to provide far in excess of $171,259,000 for 
public services over and above annual costs. 

The conferees were of the opinion that public services costs to be so 
designated pursuant to the policy section of the Postal Rate Act of 
1958 amounted to over $260 million annually. 

We have provided these services on the assumption that it was best 
for the country. We believe that the Nation will agree with us, but 
we do not give the Nation a chance to decide, because we have effec- 
tively hidden what we have done from all but the few who benefit 
thereby. 

In its report the House Appropriations Committee merely put this 
item aside as a matter of no “urgency.” Technically, this is true, 
because the money for these services has already been appropriated 
for this year just as in years past. But in terms of honest govern- 
ment and fiscal responsibility, the segregation of public services costs 
from other costs of postal administration is a matter that must be 
accomplished if we are ever to place the Post Office Department on a 
pay-as-you-go basis. 

Restoration of the public service designation to a portion of the 
Post Office appropriation simply follows the legislation contained in 
the Postal Rate Act of 1958. Section 104 of the act (Public Law 
85-426) authorizes an appropriation from the Treasury for postal 
expenditures “attributable to the public services enumerated under 
section A of this subsection.” 

Section A contains a detailed listing of matter carried at free or 
reduced rates and provides that the “total loss” thereof is a public 
service expenditure. All these are carried at a reduced rate by acts 
of the Congress of the United States. It also provides that the losses 
incurred in providing nonpostal services for other agencies, the loss 
incurred in providing the so-called special services, the loss resulting 
from the operation of the star route system and third- and fourth- 
class post offices, and the additional cost of transporting U.S. mail 
by foreign air carriers at a universal postal union rate higher than 
the rate prescribed for U.S. carriers are also public service costs. 

Perhaps some of you do not agree that such extensive public service 
expenditures should be made. If so, you only perpetuate them if you 
help to keep them hidden. If, on the other hand, you believe that 
the Congresses which created these services were right, there is no 
reason to object to having the price tag a matter of public record. 
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IMPACT OF POSTAL SERVICE ON NATION’S HISTORY 


Over the years postal service and settlement of new parts of our vast 
country have gone hand in hand. If the Post Office had waited for 
each community to be build up before providing service in order to 
insure that there would be no loss to the Treasury, we would have had 
a far different history as a nation. The Post Office still provides 
service to areas with small villages or thinly settled regions which do 
not warrant postal service if the sole criterion is to be a service that 
pays its own way. 

I would not for a moment suggest that we change our philosophy 
or upset our traditions and slash the postal service to the country 
areas. But I think it is only fair that the loss on providing this 
service should be made known to the general public so that it will 
not be under a misapprehension as to the size or the cause of the 
postal deficit. oe 

That is exactly what last year’s postal legislation was intended to 
accomplish. There was to be no shifting of any burden from the 
place where it rightfully belonged. The cost has been paid by the 
taxpayers all along, that 1s, the deficit. 

The legislation would insure that the taxpayers know just what 
they are paying for when the Treasury makes up the difference be- 
tween postal revenues and postal expenditures. 


PUBLIC SERVICE COSTS 


I have with me for the committee’s convenience copies of a break- 
down of that portion of public service costs covered by the $171,259,000 
contained in the original supplemental appropriation bill. 

(The information referred to follows :) 


The Post Office and public services 


[Thousands of dollars] 





Total loss 
Title I, sec. 104(a)—Identification of public services (‘Total loss resulting 
from transmission of matter, etc.’’) 








1959 1960 
(1) Free or reduced rates: 
(A) Reduced rates for newspapers and magazines of nonprofit organ- 
mates Vemetans PUOMmoELNM—G) s) 65. 6S. e eo et. $63, 367 $63, 952 
(B) Official free mailings, Pan American Union___.....-..-_-__--____- 64 64 
iney 2 pew-a Come tees CoG Glee)... =o 15, 72% 15. 541 
(D) Free for the blind matter_.........._.__- eee ee ae 1, 098 1, 103 
(E) Free mailing—Diplomatic Corps of Pan American Union 
gE SE SE Sa Se See a ae eae 49 53 
(F) Publications for blind at reduced rates____............-.-_-_.__- 55 57 
(G) Free mail for Pan American Sanitary Bureau_-___.......--_____- 4 4 
(i) Pree mall privileges for, widows. ot Presidents}... .. 5. . s ol  cce cc ce----leconanncesesce 
(I) Reduced rates, exempt 2d class publications for religious and 
INNS. on. ee kh ct a cnc tesedca 2,771 2, 888 
(J) Reduced rates, exempt 3d class mailings of nonprofit organiza- 
BO cess ih = Sencnsd Sebds Oech bd aebtted os Nchisdd.tbumwt tab naa Salads 30, 600 32, 162 
(K) Free mailing privileges—A bsentee ballots. ._.........-_______- viaile wa nlite oe aciiiieediadcdinetenairatiteahce: 
(L) Reduced rate mailings—Books, films, etce............-.....-____- 12, 312 13, 787 
Reduced rate mailings—Library books, ete.............________- 2, 187 2, 252 
; - || BAS EP eee so cstasdheltch draliehctea teat ndctitias ded Rd, OE oes, cto 128, 236 131, 863 
(2) The loss resulting from operation of star route and 3d and 4th class post 
Ra tn LGA om nica ORE TS a Se were Gn hah « bintine eine bee be loakca mates Repociaks bode & 
(3) The Joss incurred in performing nonpostal services, such as sale of docu- 
Ce. oa Lt cian act ynseRebag tie racanasoueacepceuns seo 16, 988 16, 482 
(4) ‘The loss incurred in special services, such as spe@ial delivery__.._.._____- 24, 894 22, 655 
(5) Additional payments to foreign air carriers at UPU rates in excess of 
rates prescribed for U.S. carriers. _.....--_- Sat inschdtnindidcuussta 1,141 1, 000 
MME esa tk NS Nei Fe be 171, 259 172, 000 





1 Included in (E). 
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ADDITIONAL STATEMENT 


Title I, section 104(a) of Public Law 85-426, replaces the Kelly law enacted 
by Congress in 1930 (39, U.S.C. 793), relating to certification of estimated 
amounts of postage that would have been collected on certain free or reduced 
rate mailings, which the Postmaster General had to make to Secretary of 
Treasury and Comptroller General. 

Reorganization Act No. 10 transferred franked and penalty mail and airline 
subsidies to other Federal agencies. These items were formerly costed in the 
Kelly law. 

The $172 million is not a new appropriation, but an earmarking for appro- 
priation purposes of a portion of deficit to be borne from general funds and not 
charged to mail users. 

This estimate contains no funds for item (2)—losses in star route operation 
or from third- and fourth-class post offices, although required by law. 

Detailing of public services as submitted by the administration should 
facilitate future rate adjustments. 

The administration states that the $172 million is “excessive” and asks that 
they be reduced, but this would require basic amendments to Public Law 85-426. 
If the $15,729 million loss on free-in-county is reduced or eliminated, who will 
pay these costs? Must business users of the mail foot the bill for competitors’ 
free services? 

The $172 million is a legal and sound approach and should be approved. 


OTHER LOSSES CITED 


Senator Jonnston. You will note that this does not cover any of the 
loss incurred in operating star route service or third- or fourth-class 
offices. The Post Office Department says it is unable to supply an 
estimate on this loss although it has on other occasions been able to 
determine, for example, that the net savings in—you Senators remem- 
ber this I guess when they tell you they are going to do away with a 
fourth-class post office—discontinuing fourth-class service and substi- 
tuting rural free delivery averages $1,400 per office. 

Studies made by my committee last year indicate that the public 
service postal costs covered by Public Law 85-426 are close to $300 
million annually. Similar findings were made by a prior study group 
when Senator Carlson was chairman of the Post Office and Civil 
Service Committee. 

Costs of other public services—not covered yet by legislation—would 
raise the total close to $400 million. I do not wish to lengthen my 
statement, but I would like to suggest at this point that I would be 
glad to provide for any interested members of the committee reprints 
of my article on this subject published about a year and a half ago, if 
they would desire to have it. 


POSTAL RATE INCREASES AND POLICY STATEMENT 


Last year’s Postal Rate Act contained substantial increases in 
postal rates along with the policy statement. I believe those increases 
represent the maximum that can be paid by users at the present time. 
Senator Hayden’s amendment on the floor left the implementation 
of the policy section of the bill to the Appropriations Committee. 

T believe the House committee has performed a grave disservice in 
deliberately sidestepping its responsibilities in this regard, according 
tolaw. I believe it to be incumbent on the Senate to rectify the omis- 
sion of the House so that the people of this country may know just what 
they are spending for the public services provided by the Post Office 
Department. 

Senator Rosertson. Mr. Chairman, the Chairman of the Treasury- 
Post Office Appropriations Subcommittee wants to assure his dis- 
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tinguished colleague, who is chairman of the Post Office and Civil 
Service Committee, that there is no disagreement at all between him and 
this committee on the theory of what ought to be done. 

The disagreement is on how it can be done. Let me state what I 
think is involved. The Post Office Committee took the position that 
some of the deficit was due to public services and they should be iden- 
tified and set out and not carried as a deficit. That was, of course, 
taken up immediately by the second-class users and the third-class 
users. 

The more they could get cut out of the deficit as public service, the 
less you could blame them for causing the deficit, so they got behind 
this program in a big way and they are still behind it in a big way. 
We will put in the record, for instance, this letter to the Chairman from 
Mr. Tom Anderson, president of the Arizona Newspapers Association. 

(The letter referred to follows :) 


ARIZONA NEWSPAPERS ASSOCIATION, INC., 
Phoenia, Ariz., April 7, 1959. 
Hon. CARL HAYDEN, 
Chairman, Appropriations Committee, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR HAYDEN: I have been requested to write you on behalf of the 
Arizona Newspapers Assoication to express the group’s keen disappointment 
in House action in failing to recognize public service contributions of the Post 
Office in its appropriation bill. 

It is the hope of the association that your committee will give the most 
eareful consideration to the Post Office’s public service contributions and that 
a postal policy recognizing these contributions, which we understand has been 
laboriously pieced together over a period of many years, will not be tossed 
into the wastebasket by a single action. 

We believe that the people of the United States receive more for their tax 
dollars from funds appropriated for the Post Office than any other governmental 
agency. 

We will deeply appreciate your earnest consideration of this important matter. 

Sincerely yours, 
Tom ANDERSON, President. 


HOUSE ACTION 


Senator Ropertson. I received some from the various newspaper 
associations. The newspapers wouldn’t care if we put public services 
at $300 million. That would let them out in the clear and then they 
wouldn’t be caught at all; just charge it to public service. We endorse 
the position taken by the chairman of the Civil Service and Post 
Office Committee that this should be specified. 

Last year, in July, we had hearings on this item. The matter 
was not presented to or considered by the House. If we had put in an 
amount it would have been an arbitrary amount and they wouldn’t 
have taken it, and we would have just been wasting our time to do it, 
so we decided to let the matter go over until this year when it could be 
discussed and decided on how much should be charged to public 
services. 

I don’t know how much attention was given to this item by the 
House in the supplemental, but here is what House Report No. 238, 
accompanying H.R. 5916, says: 

The committee has denied the requested appropriation of $171,259,000 for 
public services on certain items of expense as determined pursuant to the Postal 


Policy Act of 1958. This is a new item which has the effect of making part of 
the postal deficit an annual definite appropriation. The committee can see no 
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real urgency which requires that an appropriation be made now in a supple- 
mental bill. 

The committee has approved $37,500,000 for increased transportation costs 
for the Post Office Department arising from increased rail rates approved by 
the Interstate Commerce Commission. This is $3,500,000 less than the budget 


estimate. 
LETTER TO CHAIRMAN HAYDEN 


In other words, they said, “This is a bookkeeping item. It doesn’t 
have to be in the supplemental and we are not going to put it in the 
supplemental.” We have this item in the regular bill coming up 
»retty soon. A letter from Deputy Postmaster General Sessions to 
fon Carl Hayden, dated April 1, reads in part: 

“We are taking no further action in this matter,” that is, for the 
restoration of the $171,259,000. They are not asking for any amounts 
to be restored. Certainly the distinguished Senator from South Caro- 
lina knows that there is not a human way by which we sitting right 
here this afternoon can say whether this should be $171,259,000 or 
$100 million. I received a letter from the manager of a department 
of the U.S. Chamber of Commerce that said this item should be $76.5 
million rather than $171,259,000. 

That was their study and that is how much they said should be 
charged against public services. Have there been hearings in the 
Senate Committee on Post Office and Civil Service on this item ? 

Senator Jounsron. Oh, yes; we have had 6 years of hearings on 
it and we issued several reports. It was unanimous in the committee, 
too. 

Senator Roperrson. On the House side there are those who say 
you must charge up what you are losing on fourth-class offices and on 
rural routes because that is a subsidy to the farmer and you ought to 
acknowledge it as a subsidy. 


COMMITTEE STUDIES 


Senator Jonnston. This has been studied by the committee. Even 
Senator Carlson had a special committee on it. He studied it for 2 
years. Then after the Democrats won control of the Senate I had a 
committee to study it for 2 or 3 years, and we came to the conclusion 
that about $400 million was more nearly a correct amount. for public 
service. 

Senator Ropertson. That would make it quite interesting and that 
would let. all the newspapers and second-class mail out completely, but 
before you ask this committee to act you should bring your figures 
up to date and show us a report that you can prove and justify with 
some certainty because I am telling you this and there is no use 
making any secret of it: 

The chairman of the subcommittee on the House side said that there 
was so much uncertainty as to what the correct. figure should be that 
there was no chance to find out what it was, and that they, in trying 
to designate what are public services, were not going to give a gratuity 
to those who were getting a free ride now and who were not supposed 
to be subsidized. If the Senate saw fit to put in this $171,259.000 
they indicated we would be here until August before there would be 
any conference report on it. 

That is what we are up against. 

Senator Jonnston. I don’t agree with your statement at. all. 
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Senator Rosertson. I think you would if you were in conference 
with some of these House Members. When they say they are not 


yielding you can’t ignore it too lightly. 


Senator Jounston. The Post Office Department presented these 
figures to the House committee. 

Senator Rosertson. That is right, and they challenged them on the 
House side and would not accept them. 

Senator Jounstron. And when they did, they deliberately ignored 
a law passed by the last Congress. This I strongly object to. 

Senator Rozerrson. What this committee wants to know is how 
much we should earmark as payment for public services, so we will 
know what the actual deficit is. 

Senator Jounston. You have a partial listing before you. It is 
sure that it is not complete. I think you at least ought to insert the 
$171 million in this bill at this time. The remainder can be added in 
the regular appropriation. 

Senator Rozerrson. All the committee on the House side is unani- 
mous that it is misspelled. What are you going to do? You can’t 
say it is spelled out if they say it is misspelled. 

Senator Jonnston. Here you have it broken down item by item. 


ATTITUDE OF POST OFFICE DEPARTMENT 


Senator Rozertson. This list was submitted by the Post Office De- 
partment and the House said it was in error and that it would not ac- 
cept it. The Post Office Department did not appeal the item or in- 
siston it. They said, “Weare backing off this bill.” 

Senator Jonnston. I’m not surprised, if it meant additional money 
for them, I’m sure they would be here. When they do appear for their 
appropriation, I think I'll have plenty of questions for them then. 

enator Ropertson. I just call your attention to the fact that this 
is a hotly disputed item. The Post Office Department has dropped it 
in connection with the supplemental. We have it coming up on the 
regular bill and if your committee has some pertinent information 
you certainly should get it in some kind of form. 

Senator Jonnston. We did give it to you. It is now in book form 
if you want it. We had it for 6 years, my friend. 

Senator Rosperrson. However, what happened 6 years ago is of no 
value to us now. 

Senator Jounston. There were reports released last year on this 
subject. 

Senator Rosertson. Mr. Chairman, I am just telling the facts as I 
understand them. It is just thoroughly impractical to put it in this 
bill. That is all I can say. 


STATEMENT OF HON. FRANK CARLSON, A UNITED STATES SENATOR 
FROM THE STATE OF KANSAS 


Post OFFICE OPERATIONS 


Senator Cartson. Mr. Chairman, I hesitate to take the time of the 
committee, but I do appreciate your kindness in letting me appear. I 
want to say that I am here to support the chairman of the Senate 
Post Office and Civil Service Committee, and I want to state also that 
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some days ago I visited with the Senator from Virginia, Mr. Robert- 
son, on this problem. 

The distinguished chairman of the subcommittee of the Appropria- 
tions Committee, Mr. Robertson, dealing with post office appropria- 
tions, suggested that we might delay this discussion until we got into 
the appropriations bill for 1960, but I did feel that in view of the fact 
that this matter was before the committee I should appear here to- 
gether with the chairman, and if the chairman of this committee, Sen- 
ator Hayden, will permit I have a statement here that I would like 
to do a little scientific reading on and have it appear in the record to 
save the time of the committee. 

Chairman Haypen. That will be done. 

(The statement referred to follows :) 


Mr. Chairman, and members of the Senate Deficiency Appropriations Sub- 
committee I want to thank you for the privilege of appearing here today to 
speak on a matter which is very close to my heart. I refer, of course, to the 
item of public services totaling a little over $171 million in the 1959 supple- 
mental appropriation bill, now pending before your committee. 

I understand the estimate which will be presented to the Senate Treasury- 
Post Office Appropriations Subcommittee totals $172 million. Mr. Chairman, 
I thought it best to appear before this committee when the matter first comes 
to the attention of members of the Senate Appropriations Committee, because 
the principles I speak of today apply equally to 1959 as they do to 1960. 

For many years I have been convinced of the need for an adequate postal 
policy. My work as chairman of the Senate Post Office and Civil Service Com- 
mittee in the 83d Congress will provide great evidence of this feeling. Further- 
more, in 1955 when I addressed the National Tax Association I said: “It is 
my sincere conviction that the Congress must develop a sound policy for the 
Post Office Department and its operations. Otherwise, postal rates developed 
on any other basis will result in an unjust tax on users of the mails.” 

I am still strongly of the opinion that it is the duty of the Congress to set 
a fair and reasonable basis for the administration of rates and fees of the 
Post Office Department. You are all familiar with Senate Resolution 49, which 
was adopted in the 83d Congress and which called for a study of postal policy. 
Furthermore, the work of my committee was extended under Senate Resolution 
33, when my colleague, Senator Olin D. Johnston, served as chairman of our 
committee. Gentlemen, I want to emphasize that your Senate Post Office and 
Civil Service Committee has spent $200,000 and 6 years of hard work on this 
matter and other related items, and I know I speak the sentiments of the entire 
committee that we shall be greatly disappointed to see this work go for naught. 

I don’t propose to go into details today because they are a matter of public 
record. I do want to clear up the record, however, with respect to certain care- 
less charges that have been made. 

I was amazed to read in the House debate that postal policy was a quick 
item hung on last year’s rate and pay measure. Nothing could be farther from 
the truth. On January 11, 1955, the President of the United States, in a mes- 
sage to the Congress, made the following statement: “Certain services which are 
performed by the Post Office, such as those for the blind, are a part of general 
welfare services. The cost of such services should not be borne by users of 
the mails. Expenditures for them, and for services performed for the Govern- 
ment, should be identified and met by direct appropriation.” 

As early as 1956, the rate bill that came over from the House carried a broad 
basic postal policy title, as well as the 1958 act that came to us from the House 
Gentlemen, here is the language of the House which was likewise adopted in 
the Senate, and I quote: 

“(A) The sum of such public service items should be assumed directly by the 
Federal Government and paid directly out of the general funds of the Treasury 
and should not constitute direct charges in the form of rates and fees upon any 
user or class of users of such public services, or of the mails generally. * * *” 

In adopting Public Law 85-426 last year, the Congress unanimously approved 
all this identical language from the 1956 House act, with the exception that 
the words “as determined by the Congress” were added. 
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Based on 6 years of review and study by some of the most competent ex- 
perts of the United States, including Price, Waterhouse & Co., the Senate modi- 
fied the overall House version of policy to provide a specific listing of free 
and subsidized services which should be set out in terms of their total loss, as 
public service items to be borne from the general funds of the Treasury. 

The conferees on Public Law 85-426 last year were of the opinion that these 
amounts totaled a minimum of $250 million and I am still of that opinion. 

The President of the United States has requested this act; the Post Office 
Department has repeatedly testified in support of such determinations, and 
finally, both Houses of the Congress have seen fit to unanimously adopt a public 
policy provision in one of its laws. I note that the President, in his message 
transmitting the 1960 budget, charged that the concept of public services as 
defined in the act (Public Law 85-426) requires excessive costs to be charged 
against the general Treasury revenues and that this situation should be met 
by amending the Postal Policy Act of 1958. In the same document the Presi- 
dent transmitted $172 million as being the value of public services. 

Now I am sure that we all agree that the way to correct defective legisla- 
tion, if this be defective, is through normal legislative processes and not through 
an appropriation enactment. Gentlemen, I again remind you that this law was 
passed unanimously by both Houses of Congress. Several members of the 
House Post Office and Civil Service Committee rose on the floor and vigorously 
protested the action of the House Appropriations Committee in its attempt to 
nullify the policy section of the 1958 act. I, too, believe that the process should 
be through normal legislative channels and not through the back door of the 
Appropriations Committee. 

Before concluding I want to point out that the Post Office Department bases 
its charge of excessive costs on the premise that public services should be de- 
termined in terms of loss of revenue only, and not the total cost as spelled out 
in our public law. They have presented this concept to the committee several 
times, but it is a very inadequate and weak approach to this problem when one 
looks at the situation realistically. 

First of all, let me say that the Kelly law which was passed by Congress in 
1930 was based on this premise, but with the transfer out of franked and penalty 
mail and airmail subsidies, and with the mounting costs of operation, this law was 
no longer adequate. On this basis, the Congress repealed the Kelly law in 
the 1958 act. 

In testimony before this committee last summer the Department showed the 
total loss on free-in-county newspapers as amounting to $15 million, whereas the 
loss based on rate concessions amounted to $861,000. Now gentlemen, if we deter- 
mine that the cost of public policy is rate concessions, or approximately $1 
million in the case of free-in-county newspapers, who then will be called upon to 
pay the $14 million difference, representing the loss after allowance for rate 
concessions? If we follow the Post Office Department’s theory of a pay-as-you-go 
post office, then the charging of this $14 million to users of the mail would be in 
direct violation of section 103(c) (3) (A) contained in the act, and which I have 
previously quoted. 

This same ruling applies to all the other provisions contained in the postal 
policy law and I appeal to you not to set aside the careful and exhaustive work 
of the Senate Post Office and Civil Service Committee in the manner pursued 
by the House of Representatives. 

You know, of course, this is not an appropriation of money, but rather an 
earmarking of the deficit. If the present law is defective, I shall be the first 
one to call for its review. It would seem to me that the statesmanlike approach 
to this problem would be for the Appropriations Committee to fulfill the intent 
of the law by fixing a price tag on public services. 

I thank you very much. 


Pustic SERVICE ExPENDITURES 


Senator Cartson. For the reason that our committee has held ex- 
tended hearings on this. This is not a new matter to the Senate Post 
Office and Civil Service Committee. There is an argument and there 
always will be an argument as to how much of the postal operations 
is public service. I think everyone must agree that many operations 


of the Post Office Department cannot be self-sustaining or made to pay 
their way. 
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Senator SarronstaLL. Mr. Chairman, could I ask this question ? 
The law says: 


Under subsection (b) of section 104— 
And I won’t read it all. 


There is hereby authorized to be appropriated to the revenues of the Post 
Office Department. 


Then spinning a little bit— 


An amount which shall be deemed to be attributable to the public services as 
enumerated under subsection (a) of this section equal to the total estimated 
expenditures of the Post Office Department for such public services as deter- 
mined by the Congress in Appropriation Act passed based upon the budget esti- 
mate submitted to the Congress. 


BUDGET ESTIMATE 


Senator Rozertson. This is a budget estimate, and not merely a 
postal estimate. 

Senator Jounston. This is a budget estimate. The Post Office 
turned it over to them and they submitted that. 

Senator Roserrson. This comes from the Bureau of the Budget. 

Senator JoHnston. Yes. 

Senator Rozertson. The statement totals $171,259,000. 

Senator Cartson. That is correct. 

Senator Ropertson. It has come from the Post Office Department 
through the Bureau of the Budget. 

Senator Cartson. It comes through the Post Office, but we pass it 
like all other appropriations. 

Senator Roserrson. The Bureau of the Budget has OK’d the 
request. 

Senator Cartson. Yes. 

Senator ELtenper. Has that been put in the record ? 

Senator Carson. If not I would like to put it in. 

(The information referred to follows :) 


Excerpt FrRoM HovusE DocuMENT No. 58, DATED FEBRUARY 11, 1959 
Post OFFICE DEPARTMENT 


“PAYMENT FOR PUBLIC SERVICES 


“For payment into the postal revenues for public services, in accordance with 
section 104 of the Postal Policy Act of 1958 (72 Stat. 136, 137), $171,259,000.” 

This proposed appropriation is to provide for the reimbursement of the Post 
Office Department for losses resulting from the transmission of matter in the 
mails free of postage or at reduced rates and for the losses incurred in performing 
certain nonpostal and special services, such as custodial and related services in 
public buildings, and registry, collect-on-delivery, and special delivery services. 


PUBLIC LAW 85-426 


I would like to read one other section of the law which Senator 
Saltonstall has just read, Public Law 85-426, approved May 27, 1958. 
It reads in section 3 here: 


(A) The sum of such public service items, as determined by the Congress, 
should be assumed directly by the Federal Government and paid directly out 
of the general funds of the Treasury and should not constitute direct charges 
in the form of rates and fees upon any user or class of users of such public 
services, or of the mails generally. 
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That is what we passed last year and for that reason I wanted the 
record to show that we should not even let the deficient bill go by 
without calling attention to the fact. 

Mr. Chairman, | again state that I appreciate your kindness. I did 
not want to take the time of the committee. 

Chairman Haypven. Thank you. 

Senator Rozperrson. Mr. Chairman, I am glad to have that list of 
public services in there, but I want you to look at the very first item on 
it. Asa public service we will subsidize newspapers at the rate of 
$63,367,000. 

Senator JoHnston. You have already done that. That just lets 
everybody know that you are doing it. That is all that does. You 
already did it. It tells the world what you have done. 


QUESTION OF PUBLIC SERVICE 


Chairman Hayven. Could I inquire of the Post Office Committee? 
Does the legislative committee have under consideration any legislation 
which will require the newspapers and magazines to pay this $63 
million ? 

Senator JoHnston. No; we have not. This is revenue, you know, 
and it always comes over from the House. 

Chairman Haypen. Iam talking about if it shows up here that news- 
papers and magazines are obtaining a service costing the taxpayer $63 
million. 

Senator Jounston. This is nonprofit. This is chuch magazines, 
That is what thatis. That is church magazines. 

Chairman Haypen. Whatever it is, the point I am getting at is that 
there is some place in this total amount that could be questioned as to 
whether it is or is not a public service. I think this committee would 
appreciate advice from the Post Office Committee as to whether it is a 
public service or not and whether it ought to be free or not. 

Senator Jounston. You have passed in Congress acts giving them 
this particular rate because of certain fields they are in. That is the 
law. You have given it to them by legislation. 

Chairman Haypen. I understand the acts reported out by your 
committee that would modify existing law, and perhaps these exemp- 
tions wouldn’t be as great. 


INCLUSION OF ITEM IN POST OFFICE APPROPRIATION BILL 


Senator Rosertson. Mr. Chairman, as chairman of the subcom- 
mittee that will handle the regular bill, I can assure our friends from 
the Post Office and Civil Service Committee that they will have a full 
ny to be heard on the inclusion of this item in the regular 
supply bill. 

i think they will agree that there is no great urgency about it being 
in the supplemental bill, just so they get it in a bill at this session of 
the Congress, and that hearings will certainly delay the proceedings 
a long time; but we will give them a full opportunity to explain what 


this should be and we will call on the Post Office Department to ex- 
plain its analysis of what it should be. 

Then I think we should call this committee of the U.S. Chamber 
of Commerce that came up with a total of only $70 million and ask 
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them why they thought it should be so much less, and maybe they 
would want to cut out these nonprofit papers. 

I don’t know, but it will be interesting to find the difference of 
opinion there. 

Senator Jounston. I will grant you that. 

Chairman Haypen. We thank you, gentlemen. 

Senator Jounston. I certainly thank you, too. 


MUTUAL SECURITY PROGRAM 
DeEvELOPMENT Loan Funp 


STATEMENT OF HON. DEMPSTER McINTOSH, MANAGING DIRECTOR, 
DEVELOPMENT LOAN FUND; ACCOMPANIED BY HART PERRY, 
DEPUTY MANAGING DIRECTOR FOR LOAN OPERATIONS, DE- 
VELOPMENT LOAN FUND; AND JOHN E. MURPHY, ASSISTANT 
DEPUTY DIRECTOR-CONTROLLER, INTERNATIONAL COOPERA- 
TION ADMINISTRATION—Resumed 


LoAN COMMITMENTS TO EUROPEAN COUNTRIES 


Chairman Haypen. We will resume now with the other hearing. 

Senator E.tenpver. Mr. Chairman, when the committee recessed for 
lunch we had started on the loan commitments to the European coun- 
tries and the one for the Netherlands for $3 million I believe has been 
sufficiently discussed. 

I merely wish to point out to the committee that the Netherlands 
has received in economic grants and loans through June 30, 1959, a 
total of $1,088,663,000. The other countries of Europe which have 
applied and have received loans are Spain and Yugoslavia, and that 
I believe constitutes, Mr. McIntosh, all of the countries in Europe 
which have been awarded loans totaling $53,100,000 ? 

Mr. McIntosu. Netherlands, Spain Yugoslavia, and Greece. 

Senator ELLeENpDER. Greece? 

Mr. McIntosu. We classify that in the State Department as in the 
Near East, so in Europe it is just Netherlands, Spain, and Yugo- 
slavia. 

Senator Ex:tenper. That is what I thought. Greece, as well as 
Turkey, is considered in the Near East ? 

Mr. McInvrosu. Yes. 

Senator E.tenper. I wish to retiterate that the development loans 
to the Netherlands, Spain, and Yugoslavia aggregate $53,100,000 and 
to those same countries we have already made available for military 
assistance through June 30, 1959, a total of $2,039,653. 

In grants and loans through the same period, we have made avail- 
able $1,920,307,000, which includes loans by ICA and predecessor 
organizations amounting to $268,498,484. In addition, there is pro- 
posed for fiscal year 1960, for these same countries, military assistance 
of $49,059,000, and economic grant assistance of $53,500,000. As I 
stated this morning, many of these loans are being made to countries 
to whom we have given in the past until it hurts. I cannot place these 
countries in the same category as the countries of southeast Asia or the 
Middle East. 
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LOANS TO SPAIN 


These countries have received much assistance from us and they are 
still on the receiving end. In addition to the Netherlands loan which 
has already been thoroughly discussed there is a loan to Spain for 
$7.7 million to be used for irrigation purposes. 

To whom is that made? 

Mr. McInvrosn. That is made to the Instituto Nacional de Coloni- 
zacion. That is an autonomous Spanish Government agency. The 
loan will be used for the importation chiefly of the earth moving and 
other equipment to irrigate a large area of about 109,000 acres so 
agricultural products can be grown. 

Senator Ettenper. Mr. McIntosh, I see that this project is located 
in the northern part of Spain, some 30 miles from the city of Zaragoza 
and that the rainfall there is very little. In fact, it amounts to 10.to 12 
inches per year. Have you satisfied yourself that if this money is 
granted there will be sufficient water to irrigate this land to which you 
have just referred ? 

Mr. MclInrosu. Yes, we have, Senator. Our engineers have 
checked it. It has been recommended by the Embassy and by the ICA 
mission, and all the technical advice we have received indicates that 
there will be sufficient water. 

Senator Eitenper. Have wells been drilled in order to determine 
whether or not you will be able to obtain the necessary water? 

Tam skeptical about it. 

Mr. McIntosu. We have, Senator. 


RAILWAY CONSTRUCTION IN SPAIN 


Senator Errenver. The next loan is for $14,900,000 to Spain for 
railway construction. 

Mr. McInrosn. That is right. 

Senator Exienper. Can ICA give us any figures on what we have 
already spent to rehabilitate the railroads in Spain ? 

Mr. Mourrny. I can’t give this figure here this afternoon but I 
certainly can insert it at this point in the record if you like. 

(The information referred to follows :) 


Estimate of funds spent to rehabilitate railroads, $26 million ; $15 million, local 


currency (dollar equivalent) (U.S. owned) ; $19,600,000, counterpart (country 
owned). 


REPAYMENT OF SPANISH LOANS 


Senator E.tenper. It is my recollection that we have made many 
grants to Spain to restore her railroads. Yet, we are now going to 
make a loan of almost $15 million for the same purpose. How is this 
money to be repaid ? 


Mr. McInrosu. That is to be repaid in pesetas. 


Senator ELLeNpER. Do you know how many pesetas we now have 
on hand ? 


Mr. McInvosn. Yes, we have that figure. 
Senator Et.enper. I think you are already overloaded with them. 


U.S.-OWNED PESETAS 


_Mr. Murprity. U.S.-owned pesetas on January 31, 1959, valued at 
$75,358,000. Of this amount over $60 million, $61 million, is for loans 
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under title T of Public Law 480, for economic development in Spain. 

Senator Extienper. In other words, that is cash resulting from 
grants we have made in the past. 

Mr. Mcrpny. It is the process of sale of agricultural surplus prod- 
ucts under Pvblic Law 480 

Senator Eitrenper. Public Law 480 and grant assistance too. You 
have an accumulation there. As I pointed out a moment ago, the 
economic grants that we have siven Snain through June 30 of this 
year amounts to almost a half hillion dollars. 

Mr. Mureny. This entire $75 million worth of pesetas all accrued 
from the sale of surplus agricultural products, Senator. 

Senator Ettenper. Have vou any pesetas from the economic grant 
assistance program. aggregating almost a half billion dollars? 

Mr. Murpny. There was on the same date, Senator, owned bv the 
Spanish Government a total of $32.851,000 worth of peset»s which 
are almost entirely counternart generations of the type you referred to, 

Senator Eiitenper. Isn’t it from those funds that the Spanish Gov- 
ernment was able to rebuild a part of its railroads in Snain ? 

Mr. Mourrpny. Partly from those and partly from direct dollar im- 
ports of railway equipment. 

Senator E.itenper. Of course, that was included in the grants to 
which I have just referred. 

Mr. Mureny. Yes, sir. 

Mr. McIntosn. In addition the Exnort-Imnort Bank has made two 
loans to the Spain railway totaling $16.200.000. 

Senator ErreEnper. According to the record before me, $82.498.484 
has alreadv been loaned to Snain by ICA and predecessor oreaniza- 
tions. Will you include in the record at this point a breakdown of 
this »mount ? 

(The information referred to follows :) 


BREAKDOWN BY ORGANIZATION OF THE $82,498,484 LOAN TO SPAIN 


1. E.C.A.—$62.498.484—Public Debt Authority—Chanter IT. title I, of the 
General Appropriation Act of 1951 and section IIT (ec) (2) of the Economic Co- 
oper’tion Act of 1948, as amended. (Administered by E~port-I™port Bank.) 

2. 1.C.A.—S&20 millieon—section 109 of Public Law 778 anproved Sertember 3, 
1954, and section 402 of Public Law 665 approved August 26, 1954. Foreivn ecur- 
renev generated throngzh sale of surplus agricultural products. (Administered 
by Export-Import Bank.) 





FINANCING OF PROJECT WITH SPANISH PESETAS 


Senator DworsHak. Will you yield at that point ? 

Senator Ettenper. Surely. 

Senator Dworsnak. Why can’t Spain use some of those accumu- 
lated pesetas to finance that particular preject ? 

Mr. McInto:n. Those counterpart funds that they have on hand 
are being used for many projects. They can only be used with our 
approval. 

Senator DworsnaKk. Wouldn’t we approve the use of that to finance 
this: $15 million project ? 

Mr. McIwvtosn. They are all committed to other projects, Senator. 

Senator Dworsr:x. Did I understand that we have accumulated 
there now sbout $75 million worth of pesetas under the control of 
the United States? 
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Mr. McInvosu. That is right. 

Senator DworsHak. Why don’t we take some of that money and 
finance this project ? 

Mr. McInrosu. For two reasons. One is that those funds are 
already obligated or committed to other projects, and then we are 
financing here the foreign exchange cost of imported equipment which 
the Spanish pesetas will not take care of. 

Senator Dworsnak. Can’t they exchange pesetas to pay for the 
equipment they need ? 

Mr. McIntosn. To import foreign material they need dollars or 
other hard currencies. 

Senator DworsHak. You have to have real currency, not this soft 
paper. gees 

Mr. McIntvosn. That is right. 

Senator ELtenper. May I point out to my good friend from Idaho 
that in addition to these 2 loans Spain has applied for 44 more loans. 

Mr. DworsHax. Why don’t they just include those in a single 
package ? : 

Senator ELLenper. It is confidential, and will not be available for 
dissemination to the public until a letter of advice has been issued. 
It appears, nevertheless, that there will be no end to our giving, even 
though we have given until it hurts. 

Senator DworsHak. Maybe this is a painless method. 

Senator ELLENpeER. One loan is $9,500,000, another is $23 million, 
another one of $14 million, another one of $17 million, and if you 
add all of them my guess is that will amount to almost as much as 
we have already given them in grants. 

Senator Dworsuak. I said this is maybe a painless method instead 
of one that hurts. 


GRANTS AND MILITARY ASSISTANCE TO SPAIN 


Senator ELtenper. May I say to my good friend that, as Mr. Mc- 
Intosh pointed out a while ago, although he stated that he made no 
such assertion, that notwithstanding all of these loans that are being 
considered by this bank for Spain, a total of 44, in addition to the 
two already signed, Spain is receiving a very healthy amount of 
economic grant as well as military assistance. In other words, the 
pit is bottomless. 

Senator DworsHak. After we grub this nation maybe we can re- 
enforce this foreign aid or development loan program so that the 
United States can make applications for loans from the countries who 
have been beneficiaries of our largess for many years. 

Senator E:tenper. Senator Dworshak, as both you and I have 
sugested in the past, we have made funds available to the countries 
of Western Europe, France, Italy, England, and others, until it hurts 
in the hope that these same countries would help us to carry this load. 
Yet they are not helping. These countries, as well as other European 
countries, will continue to depend on us if we are foolish enough to 
continue providing them with credits and other assistance. 


TAX REDUCTION IN THE UNITED KINGDOM 


Senator DworsHak. Didn’t the Senator from Louisiana see the 
press announcement a few days ago stating that there had been a most 
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favorable uptrend in the stock market from London because it had 
been announced that there would be a sizable reduction in taxes in 
the United Kingdom ? 

Senator ELtenper. Yes, I saw that, and it is just simply ridiculous, 
I don’t know why there isn’t a march on Washington by the taxpayers 
of this country. We give lavishly to these peoples, and they reduce 
their taxes and balance their budgets. 

May I point out, Senator, that the budget of Britain is not a phony 
one, as the one presented by our President. It is a real budget and 
they will have it in balance while at the same time cut their taxes, 
Nevertheless, we must continue being charitable with borrowed funds, 
Our deficit for fiscal year 1959 will amount to $13 billion. 

Senator DworsHak. Possibly we can finance some of this program 
by using I O U’s that we have in the Treasury. Maybe they could 
replace American dollars in some of these transactions. 

Would that be feasible ? 


LOANS TO YUGOSLAVIA 


Senator Exxtenper. They wouldn’t accept that. They want good 
old dollars even though they be borrowed ones. 

The next loan is for Yugoslavia. This morning Senator Kuchel 
advanced questions on two loans. One loan is for $5 million to 
purchase deisel locomotives and the other is for $22.5 million to build 
anew fertilizer plant. 

Mr. McIntosu. That is correct. 

Senator Extenper. Although we have given Yugoslavia economic 
assistance through June 30, 1959, of $411,719,000, and quite a huge 
sum in military assistance, it is also going to be given economic grant 
aid in fiscal 1960. I am sorry I can’t make it available to the com- 
mittee at this time because the amount is classified. 


PENDING LOANS 


In addition, Yugoslavia has applied for 20 more loans amounting 
to a very large amount. I presume that you are now in the process 
of considering those. I wish you remember that if these loans are 
approved they won’t be paid out of money we have on hand, but it 
will be from money we must borrow. 

Senator Byrp. Mr. Chairman, I wonder if I can ask the Senator 
from Louisiana a question there. 

Is there a likelihood that we may be forced to pay more for the 
money that we borrow in the way of interest than we can expect to 
receive in the way of interest on the loans, taking for granted that 
they will ever be paid back ? 

Senator ELienper. The interest on these loans, I believe, is above 
what the current rate of interest in this country is. 

Mr. McIntosu. On our loans on profit earning types of projects 
such as a fertilizer plant our interest rate has been between 514 and 
584 percent, and our interest rate currently on all such loans is 
exactly that of the Export-Import Bank. On loans for economic 
overhead types of projects, such a dams and ports, our present interest 
rate is 31% percent. 

Senator Exrenper. Which is about what is being paid now? 
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Mr. McIntosu. Yes. 

Senator ELLENDER. Within the next few months I won’t be surprised 
if it keeps on going up. . 

Mr. McInrosu. I should think at that time we may have to con- 
sider a possible revision in that interest rate, although there are Sen- 
ators who have publicly stated that they feel that that interest rate 
is too high and it should be 2 percent. : 

Senator Byrn. I think some of our most recent notes are financed 
at about 4 percent, isn’t that right, as of last month? _ 

Senator ELLeNpeR. Some of them. We will now discuss the loans 
made to countries in the Near East. 

Senator Byrn. Mr. Chairman, before we leave Yugoslavia, would 
the Senator yield to me? 

Senator ELtenper. Oh, certainly. 


YUGOSLAVIAN RAILROAD LOANS 


Senator Byrp. I am very much interested in the things that you 
have been bringing to the attention of the committee with regard to 
Yugoslavia, and I am particularly interested in the appropriations 
that we are being asked to make for the Development Loan Fund, 
which continues to make loans to some of these other countries for 
the construction of the railroads and so on. 

I am thinking particularly right now of railroads, and I would like 
to have included in the record, Mr. Chairman, paragraphs from an 
article which was published in the Wall Street Journal of Monday, 
March 16, 1959, captioned “Freight Car Pinch.” This article says 
that there is a probability of the worse railroad freight-car shortage 
in years in our own country here—and I quote from the article: 
“The U.S. rail freight-car fleet currently is in the worse shape in years. 
The number of usable cars today stands near 1,570,000—down some 
85,000 cars, or 5 percent from just a year ago.” 

The article goes on to say: “Part of the decline in the car fleet has 
occurred because railroads are not buying new cars as fast as old ones 
are heading for the scrap heap. In 1958 the carriers ordered only 
17,546 new cars, just a fraction of the record 162,352 ordered in 1955, 
while, at the same time, some 41,000 cars were being retired.” 

Mr. Chairman, I also would like to insert in the record some infor- 
mation which was included in a statement prepared by the National 
Coal Association in February of this year to be presented to the 
Director of the Office of Civil and Defense Mobilization. In that 
statement the National Coal Association pointed out that on January 1, 
1959, there were stored in class I railroad yards 54,494 hoppers which 
required major and extensive repair work. 

This is compared with a total of 19,150 bad order hoppers in exist- 
ence on January 1, 1957. 

We are told here that the average age of the locomotives presently 
being used on the Bosanski Novi Knin line in Yugoslavia is 30 years. 

I am reading from the report now that was submitted by the Na- 
tional Coal Association. It says, “In 1955 the average open-top hop- 
per car had an age of 20 years and 29 percent of the open-top hoppers: 
were more than 30 years old.” So I think we compare rather well. 

Mr. McInvosu. I would call to the attention of the Senator that 


the comment in our book relates to locomotives not hopper cars. 
38932—59-—47 
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CONDITION OF AMERICAN RAIL INDUSTRY 


Senator Byrp. Yes, I understand that. I think our record will show 
that. I think it is important that I point out these facts in order that 
the manent may show the condition of the rail industry in our own 
country. 

I think it cannot be argued that this condition has not been at least 
partially brought about by the fact that our railroads have just simply 
not been able to finance the repairs and the replacement of the rolling 
stock, locomotives, open-top hoppers, and so on. 

They cannot afford to maintain indefinitely coal cars and locomo- 
tives and other railroad facilities in such a manner as will enable us 
to meet the transportation requirements of a possible future emergency. 
‘This is not the only industry that is suffering in our own country. 
‘The coal industry is a sick industry. I would like to insert in the 
record, Mr. Chairman, a table showing the net income and the Federal 
income taxes of corporations engaged in bituminous coal mining as 
shown by income tax returns from the year 1917 through the year 1953. 

Chairman Haypen. That may be done. 

(The information referred to follows :) 


Net income and Federal income taxes of corporations engaged in bituminous coal 
mining as shown by income tax returns 


' [Money figures in thousands] 





Net in- | Deficit Profit or 


Number | Number | come of | of com- Net loss (—) 
Year Number | reporting | reporting | compa- powe income | Federal after 
ofreturns} net in- no net |niesshow-| showing | or loss taxes Federal 
come income ing in- loss taxes 
come 

1, 284 1, 149 85 | $204, 564 $646 | $203, 918 70,962 | $132,956 
1, 234 1, 106 128 150, 095 1, 248 148, 847 65, 764 83, 083 
1, 234 817 417 72, 203 9, 943 62, 260 12, 934 49, 326 
1, 234 1, 152 82 251, 026 1, 658 249, 368 76, 224 173, 144 
1, 234 503 731 59, 164 30, 275 28, 889 10, 559 18, 330 
3, 650 1, 065 2, 585 40, 463 62,826 | —22, 363 4,517 — 26, 880 
2. 705 863 1, 842 33, 477 57,985 | —24, 5(8 3, 442 — 27, 950 
2, 469 934 1, 535 40, 069 51,891 | —11, 822 4,000 | —15,822 
2, 239 781 1, 458 25.077 67,148 | —42,071 2,637 | —44,708 

2,095 582 1, 513 9, 957 57,702 | —47, 745 1,039 —47,7! 
1, 864 289 1, 575 5, 956 57,123 | —51, 167 777 —51, 944 
1,851 396 1, 455 7, 243 54,792 | —47, 549 1,029 ~— 48, 578 
2,017 660 1, 357 23, 634 31,218 | —7, 584 3,308 | —10,892 
1, 975 591 1, 384 19, 566 35, 142 | —15, 576 2,750 | —18,326 
1, 945 590 1,305 25, 183 28,493 | —3,310 3, 214 —6, 524 
1, 815 539 1, 276 22, 289 23, 066 —777 3, 208 —3, 985 
1, 887 363 1, °24 $11, 112 $37,779 | ~$26, 667 $1, 6€1 | —$28, 328 
1, 820 505 1,315 18, 2°7 24, 425 —6, 168 2, 844 —9, 012 
1,7°6 676 1, 080 30, 013 15, 617 14, 396 6, 593 7, 803 
1, 722 89 863 F6, 831 14, 180 42,651 19, 065 23, F86 
1, 737 831 | 77,042 9, 127 67, 915 33, 790 34, 125 
1, 623 975 648 103, 1°3 6, 996 96, 157 49, 244 46, 913 
1, 584 932 6°2 191, 000 8, 263 92, 737 48, 926 43, 811 
1, 544 915 629 81,412 10, 119 71, 293 3°, 613 35, 680 
1, 640 1,913 627 89, 5°3 9, 016 80, *37 29, 975 50, 62 
1, 837 1, 371 466 264, 751 6, 093 2°8, 658 91, 224 168, 434 
2, 163 1, 434 729 | 318, £97 8,971 | 309,626 | 113,038 196, F88 
2, 070 1, 033 1, 037 122, 803 5, 480 97, 323 43, 038 54, 285 
1, 988 1, 104 884 180, 3°0 17, 162 163, 188 69, 423 93, 765 
1,813 912 9n1 139, 464 25, 769 113, 695 57, 096 56, °99 
1, 665 789 876 88, 263 19, 069 69, 194 35, 713 33, 481 
1, 572 632 940 72, 747 31, 192 41, 555 28, 825 12, 730 








* Source: National Coal Association, which assembled data from ‘Statistics of Income,” pt. 2, U.S. Bureau 
of Internal Revenue. 








) 
, 
} 
; 
) 
5 
) 
) 
1 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 737 


AMERICAN COAL INDUSTRY 


Senator Byrrp. Mr. Chairman, I want the record to show that in 
1953, 1,572 corporations engaged in bituminous coal mining earned 
an average profit after Federal taxes of a little less than 334 cents 
per ton on the 350 million tons of coal which they produced. 

The record should also show this industry’s earnings viewed from 
another angle. It was found that the value of f.o.b. mines of the 
total production of bituminous coal in 1953 was on the order of 
$2,247 million from which the incorporated producers, who acted for 
80 percent of the production, realized a profit after Federal taxes 
of less than $13 million or a calculated net profit of less than three- 
fourths of 1 percent on the gross value of the coal produced. 

I ask that this table be included in the record in order, Mr. Chair- 
man, that we might have information showing the disabled condition 
of the coal industry in the face of decreasing revenues and profits, 
and showing the condition of our own railroads in this country in 
the face of declining revenues and profits, while at the same time 
we are making loans to other countries to improve their railroad 
systems and to purchase and replace rolling stock, locomotives, and 
so on. In more than one instance we are making loans to a coun- 
try that we can’t count on when the chips are down. 


PAST DUE LEND-LEASE AND SURPLUS PROPERTY AGREEMENTS 


Mr. Chairman, I also would like to include in the record a table 

repared by the Bureau of Accounts giving a summary of amounts 
billed, collected, and balances due the United States under lend-lease 
and surplus property agreements, classified as to past due, due this 

ear, and to be paid over a period of years. This is as of Decem- 

er 31,1958. It provides good background material to be kept in mind 
while we are considering the appropriation of more money to be 
loaned to other countries. 

I call particular attention to the fact that China, having been billed 
with $90,759,053.83, has a balance due of $78,281,380.42, with $45,- 
280,253.45 past due. 

I also want to point out for those who may read the record later 
that India, a country to which we are expecting to extend further 
loans for the improvement of her railroad system, I suppose, was 
billed with an amount of $200,606,711.25. The table shows that there 
. a balance due of $33,369,521.92, and that $4,299,005.50 is past 

ue. 

The record should also show that under the final agreement with 
the countries that are listed in this table part of the cost of lend- 
lease articles was considered as being part of the common military 
effort and was written off. 

In most cases the amount payable for which we make the billing 
was determined by a final agreement with the foreign governments. 

I thank the Senator. 

Chairman Haypen. That may be done. 

(The information referred to follows :) 
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NEAR East 


Senator ELueNper. In the Near East, there are included the coun- 
tries of Greece, Iran, Israel, Jordan, and Turkey. 

I wish to state that to these countries we have already give mili- 
tary assistance through June 30, 1959, of $2,714,606,000, and $2,331,- 
898,000 of economic assistance. Included in economic assistance are 
loans which have been made by ICA and predecessor organizations 
amounting to $295,006,686 through December 31, 1958. 

In addition these same countries are listed to receive during the 
next fiscal year military assistance totaling $345,991,000 and economic 
assistance of $212 million. 

Mr. McIntosh, in evaluating these loans and in assuring yourself 
that they are good, do you take into consideration the amount that 
— governments owe, and the amount of counterpart funds we have 

ere? 

Mr. McInrosu. Yes, we do, Senator. Our procedure when we sub- 
mit a loan application to that Board of Directors for their considera- 
tion, among the other data on the papers we are required to show what 
local currency of that country our Treasury holds. 

Senator ELLenper. And the debts they owe also? 

Mr. McIntosu. Yes; we attach among the papers a statement of 
that. 

Senator ELLenper. The revenues that they take in? 

Mr. McIntosH. Yes. In connection with Turkey, a country to 
which we have certainly given a very large amount of aid, don’t you 
feel that the continued support of Turkey so that they can continue 
to maintain one of the largest armies in the world is in the interest 
of our own safety ? 

Senator ELtenper. Yes. 


LOANS TO TURKEY 


Mr. McInrtosu. That is the reason why we have given Turkey this 
military and economic grant assistance. 

Senator Ex:xenper. You do not want to lavish it as you have, 
though. 

Mr. McIntosx. Not in the Development Loan Fund. 

Senator ELuenper. There are three loans for Turkey amounting to 
$17 million, notwithstanding the fact that Turkey is scheduled to 
receive through June 30, 1959 in economic aid totaling $683,734,000 
which includes outstanding loans amounting to $155,006,000. I wish 
I could give the figures for economic grant and military assistance for 
fiscal year 1960, but I cannot. 

The same question you propounded to me has been asked for the 
past 12 years. 

Mr. McInrosn. I asked that question, Senator, since in my opinion 
Turkey is a country where our aid has paid off. That is, Turkey is 
firmly on our side. 

Senator Exiienper. Turkey would do it anyhow. I do not know 
what kind of an army they would have, but Turkey has been the only 
country to really show its teeth to the Russians. You know that. 
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Mr. McIntosu. But they would not be able to do it without our aid. 

Senator Evtenper. Of course, not to the same extent. But they 
did in the past without our aid. The assistance we have furnished 
Greece and Turkey in the past has paid off. 

My dear sir, I was in Athens 2 years ago and when you go to Athens 

ou might think you are in New York City. I have never seen such 
improvement. I would say that Greece is able to carry more than 
you are now permitting her to carry. As long as this country insists 
Greece and Turkey and others will accept our aid. 


LOAN TO GREECE 


I notice that for Greece you have a $12 million loan for a fertilizer 
plant. Isthat correct ? 

Mr. McInrosu. That is correct. 

Senator Extenper. That isto the Government of Greece? 

Mr. McInrosu. That is to the government. We tried very hard 
to get private enterprise to take over the operation of that plant but 
without success. We tried to interest several large American com- 
panies in the project. Pint, : 

Senator ELLENDER. I notice that you also are considering, aside from 
this loan, two other loans to Greece # | 

Mr. McInrosn. We have a number of agrertnees on hand. 

Senator Exzenver. Yes, I know that. am just reading two of 
them which are quite large. But what I want to point out, Mr. 
McIntosh 

Mr. McIntosu. We have taken no action on any of those applica- 
tions, Senator. 

Senator Extenper. I understand, but you might. 

Mr. McIntosu. Yes. 

Senator Extenper. That is why I am concerned. I want this pro- 
gram to go a little slower so you can study it more. If we give = 
all the money you want you are not going to study as long and as 
hard as you should. 





LOANS TO IRAN 


What is the loan for $47,500,000 for plan organization projects in 
Iran? 

Mr. McInrosu. In Iran they have a government organization 
called the plan organization which handles the economic develop- 
ment of the country. 

Senator ELtenper. Yes. 

Mr. McInrosn. And that is the organization to which the World 
Bank has made loans and to which the Development Loan Fund has 
also loaned. 

Senator ELLenpEr. We have already made $65 million of loans to 
Iran. ‘In addition, I would like to point out that Iran is a country 
very rich in oil resources. Further, we have already given them $318,- 
227,000 in economic aid plus, and a huge sum in military aid, and 


they are in for a quite a healthy sum of economic and military aid 
for fiscal year 1960. 
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I would also like to point out, Mr. McIntosh, that the rich people 
in Iran who earn three or four times more than I earn pay only 
about 6 percent to 10 percent in income taxes. If the Government of 
Iran forced these people to pay the taxes as we do in this country, 
it would not be necessary to help them to the extent that we do. They 
are going to keep on dragging their feet so long as you will not insist 
that they increase their taxes and make their people pay as we do. 


TAX SITUATION IN TURKEY 


The same thing goes for Turkey. As I remember, taxes in Turkey 
on certain businesses cannot exceed 3314 percent. And I might add 
that you must be in the mighty high bracket to pay as much as this 
amount. They depend mostly on import and export taxes and of 
course the sales taxes which are paid by everyone in the country. 

Senator Dworsnaxk. Will the Senator yield at this point? 

Mr. McInvosn. I share your point of view, Senator. 

Senator ELtenprr. What is that ? 

Mr. McIntosn. I share your point of view. 

Senator E.tenper. If you share my point of view then why isn’t 
something done to reduce our aid ? 

Mr. McIntosu. But nevertheless, Senator, are you in favor of dis- 
continuing all aid to Turkey ? 

Senator ELtenper. No, sir; not by any means. I would have done 
it 3 or 4 years ago, gradually. If my proposals had been followed in 
1956, you would be out of this by now. But, no, your gullible bureau- 
crats abroad who make up the budgets for these people keep us in the 
business of foreign aid. 

If they told the people, “We are not going to advance you thus and 
so unless you do change your tax rates,” we might get something out 
of them, but of course that is not the case. 

Why in Western Europe we revitalized the industries in order to 
have those people help us. But in the entire world it is the United 
States who is the one carrying the burden together with the people of 
the host country. 

Mr. McIntosn. I would like to mention in that connection, Senator, 
Germany, the United Kingdom, Japan, and Canada are helping us 
carry some of the burden. 

- Senator ELtenper. Yes; through loans, no grants. 


CANADIAN GRANTS UNDER COLOMBO PLAN 


Mr. McIntosn. In the case of Canada, they are making grants under 
the Colombo plan. 

Senator ELLenper. Has that been for the past 6 months? 
- Mr. McIntosn. Past few years. : 

Senator ELLenper. The Colombo plan is not in this area. That 1s 
in southeast Asia, SEATO. 

Mr. McIntosu. That is true. 

Senator E:tenper. I am talking about this particular area. I am 
familiar with what Canada is doing and what Australia is doing in 
southeast Asia. 
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Mr. McIntosu. Yes. 

. Senator ELtenpver. But it is just a pittance. They could do more 
if they tried to, particularly Canada. 

Mr. McIntosn. I would like to mention also that our loan to Iran 
is repayable in dollars. 

Senator ELLENDER. Oh, yes. I know. With all they owe and all 
we have given them already, I do not know how successful you will be 
in collecting. I hope we collect it. But remember those who pro- 
posed this loan fund took the position, “You let us have the money and 
we will reduce the grants.” But that is not happening, sir. 

Mr. Mureuy. May I at this point, Senator, comment on that last 
remark ¢ 

Senator ELLENDER. I wish you would, because you will be before us 
and I will have a chance to question you, Mr. Murphy. You are smart 
and keen, but you do not go out yourself and make the investigations 
as I have. 

Mr. Murry. I do go out there to the field, Senator. Every year I 
go out often, but I know 

Senator ELLENDER. I am glad you do. 

Mr. Morrpuy. I will have an opportunity to discuss this at greater 
length for you. 

As a point for the record right here, the statement has been made 
that grants have not been reduced, I would like to—— 

Senator ELLENpeR. They are being reduced, sure. 

Mr. Murpuy. Defense support used to run a billion and a quarter a 
year. This year’s request is only $835 million. There is a $400 million 
drop in that one item, Senator. 





FOREIGN AID REQUEST 


Senator ELLenper. The amount the President is asking today for 
foreign aid is much more than last year. 

Mr. Murpny. No, sir. The President’s request for foreign aid for 
ae m fact lower than his request for foreign aid for 1959. 

t—. 

Senator ELtenper. You know why that is, do you not? Public 
Law 480 is having some effect. 

- Mr, Murpuy. We had Public Law 480 in 1949, too, Senator. 

Senator ELienper. I have been after this aid program for the past 
7 or 8 years trying to taper it off. We ought to make it strictly loans 
as was contemplated in the early part of the program. 

Mr. Morrny. Senator, no one would be happier than I as a tax- 
payer if I thought we could get out of this except for loans. But it is 
just plain too much to expect to ever think we are going to be able 
to lend money to Korea, Taiwan, Vietnam, Turkey, Greece, to maintain 
armies, because they are not things you lend money for and expect to 
get paid back. These are things that if you want you have to expect to 
pay for. These countries are all making tremendous efforts themselves 
and we are helping them. So at least they do not slip back. 








744. SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


SOUTH KOREAN AND FORMOSAN ECONOMIES 


Senator ELLenper. These countries have never been better off than 
they are now, and that includes South Korea and Formosa. 

Mr. Murpuy. South Korea has made marvelous strides. 

Senator ELLENpDER. Formosa is way up. 

Mr. Morpny. Wonderful. But they are still maintaining tre- 
mendous armies, Senator. Until sucha day comes 

Senator Exttenper. They maintain them because we furnish the 
money. 

Mr. Morreny. Part of the money. 

Senator ELLENDER. We also have forces there. 

Mr. McInrosu. Do you not think, Senator, it is a very good thing 
that conditions are better in those countries today? I am very 
pleased about that myself. 

Senator ELtenper. But you are still giving them plenty of money. 

Mr. McInrosun. They still need economic assistance. 

Mr. Murpuy. We would probably have to give more if they had 
not so improved. 

Senator ELtenper. Sure. You get the information. What about 
Taiwan? 

Mr. Morrny. In that particular case, Senator, we had a little bit 
of excitement over there a short time ago and our aid program made 
it possible for them to stand up to that excitement themselves. 

Recteten Dworsuak. Mr. Chairman—— 

Senator ELLeNperR. You know better than that, Mr. Murphy. 





COST OF DEFENSE EFFORTS IN QUEMOY 


Senator Dworsuak. I would like to interpose at this point. Iwas 

tting ready to ask you that. Yes, we had a little excitement, in 

uemoy. Recently the Defense Department said it cost us $90 
million. 

Does any clerk know that? 

We spent $90 million in a short time to bulwark their defense efforts. 

If they had built up this military resistance then why was it neces- 
sary for us to dump $90 million in additional ships and manpower 
and everything else to back them up in this one instance? 

Mr. Murruy. How much, Senator, do you suppose it would cost 
us if we had not built them up the way we had? 

Senator Dworsuak. It was only the fact that President Eisenhower 
served notice upon Red China that an attack on Taiwan would be 
construed as an attack against the free nations of the world and that 
we would be ready to defend them. You know and I know that the 

itiful military forces and the economic forces in Taiwan would not 
ast 5 minutes against Red China. Do you know that? 

Mr. Morrny. In a major war—— 

Senator Dworsnak. Do not tell us that kind of stuff. Let the record 
speak for itself. Did we, or did we not, spend $90 million there? 

Mr. Morruy. I do not know the exact figure, Senator. 

It was a substantial amount. However, it is a lot less than 
would be required—— 

Senator ELLenper. The same argument you are now raising has 
been advanced for they past 13 years. 





Se 
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Mr. Mureuy. The world situation hasn’t changed much in 13 years, 
Senator. 

Senator ELLenper. It should have. 

Mr. Murruy. We all would have liked it to. 

Senator Exitenper. It is getting worse. 

Mr. Murpuy. Weall would like it to change for the better, I am sure. 

Senator ELLtenper. Mr. Chairman, I am sorry about this argument, 
but sometimes we have to puff a little. 

Chairman Haypen. We have another hour to go. Do you think 
you can finish up in an hour? 

Senator Dworsuax. Would you yield? I want to ask a question? 

Senator ELLenper. Sure. 


IMPACT OF INFLATION ON PROGRAM IN TURKEY, IRAN, AND GREECE 


Senator DworsHak. I have been disturbed by reports during the 
past 4 or 5 years that inflation has been vitally affecting the progress 
in Turkey, Lran, and in Greece. I have not been in Turkey and Lran, 
I do not know whether those charges are correct. But has there been 
inflation which has diluted their economic efforts toward recovery 
and has minimized the effectiveness of our aid during the past few 
years? If you know the answer to that. 

Mr. McIntosu. I have been in all those countries in the last few 
months, in Greece, Turkey, Taiwan, and Korea. There is some infla- 
tion. There is inflation in every country on earth as far as I know, 
including the United States. 

Senator Dworsuak. The charge is made that dumping of all the 
dollars over there has extenuated their economy far beyond a normal 
level and as a result there has been inflation which has been actually 
retarding their recovery rather than enhancing it and increasing it. 

Mr. McIntosu. I don’t think so. I don’t think the inflation is due 
just to our aid. There is inflation in every country of the world. 

Senator DworsHaxk. We are talking about these three, please. 

Mr. McIntosn. Inflation in which countries, Senator ? 

Senator Dworsnak. Iran, Turkey, and Greece. Tell us about Iran 
and Turkey. They have inflation? 

Mr. McIntosu. There is inflation there just as there is in the United 
States. We have inflation in this country. 

Senator DworsHak. Would you put it in the record at this point 
what their exchange rate has been for each of the past 5 years, so we 
can get some accurate picture without your coloring or my coloring? 

Mr. McIntosu. We will be glad to put that in the record. 

(The information referred to follows :) 


Exchange rates—Greece, Turkey, Iran! 





1954 1955 1956 1957 1958 
Greece (drachmas per U.S. dollar)..___.__- 30.0 30.0 30.0 30.0 
Iran (rials per U.S. dollar) 2?..........-..__. 82. 0-78. 0 75.0 75.0 75.0 75.0 
Turkey (liras per U.S. dollar) 8.__.___.____ 2. 80 2. 80 2. 80 | 2. 80 4. 90-9. 00 


1 Intervational Financial Statistics, IMF. 
2 Buying rate. 
§ Principal export rates. 
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ORGANIZATIONAL PROJECTS IN IRAN 


Senator ELtenver. In the case of Iran you say that there are plan 
organization projects. Is that loan being made directly to the Gov- 
ernment ? 

Mr. McIntosu. Yes, sir. 

Senator ELLenper. How will that money be used ? 

Mr. McIntosu. The money will be used for various projects as 
shown in our yellow book on page 33. 

_ Senator ELLenper. Yes. 

In other words, you will finance projects which are an integral 
part of Iran’s 7-year development program ¢ 

Mr. McIntosu. That is correct. 

Senator Eitenver. Agricultural machinery, silos, municipal devel- 
opment, Teheran electric network, railroad equipment, and roads. 

Mr. McIntosu. That is right, yes, sir; and other equipment. 


LOANS TO ISRAEL 


Senator Exi.enper. Israel is in for two loans of $5 million and $15 
million respectively. Even though we have already given to Israel 
by way of economic grant assistance $298,025,000, including outstand- 
ing loans of $40 million. 


TRANS-JORDAN ELECTRIC POWER PLAN 


In Jordan, there is a loan to the Trans-Jordan Electric Power. Is 
that being made to the Government of Jordan ? 

Mr. McIntosu. No, to the Trans-Jordan Electric Power Co. 

Senator Exienper. Is that the Government ? 
- Mr. McIntosn. That is a privately owned concern. I think the 
Government has an interest in it. 

Senator Et.enper. Is it located in the city of Amman ? 

Mr. McInrosn. In Amman. 

Senator ExLtenper. That little country has very few people. We 
have already given Jordan $112,353,000 of economic grant assistance 
and a large sum of military aid. 


LOANS TO TURKEY 


. Turkey, which we have already discussed, is in for a loan of $10 
maliot to .an industrial development bank. Will you explain that 
oan ? 

Mr. McIntosu. That is a local development bank to which the 
World Bank has made loans of $18 million. 

Senator ExLenper. Why is it necessary for you to come into the 
picture? 

Mr. McInrosu. Because they need additional foreign capital to 
make loans to industries in Turkey. That is instead ede making 


loans directly to small industries, we are making a loan to the develop- 
ment bank, which, in turn, will loan to those industries in Turkey. 
Senator Evtenper. Through June 30, 1959, we gave Turkey, in 
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addition to over $1 billion of military aid, $683,734,000 in economic 
assistance which includes $155,006,000 in loans made by ICA and 
predecessor organizations. 

Have you satisfied yourselves that with all that Turkey owes and the 
inflation that exists there that this will be repayable ? 

Mr. McIntosu. Yes; we think it will be. 

Senator ELLenper. I hope you are right. 


SOURCE OF INFORMATION ON PROJECTS 


Mr. McIntosu. I would like to be. You asked, Senator, before 
where we secured the information on the projects. I would like to 
stress that we make a great effort to secure complete information, and 
when we submit a loan application to our Board it is accompanied by 
a briefing statement which may be 30 or 40 pages in length. 

There, for example, is some of the data which accompanied one of 
our loan applications from Malaya. 

We secure that information from the borrower, from the ICA, from 
the Export-Import Bank, from the World Bank, from investigations 
of our own staff and from a great many sources. 

Senator ELitenper. In addition to the 3 loans that have already been 
approved for Turkey, I notice that there are 40 more loans pending. 

Mr. McIntosu. Loan applications. 


SouTH ASIA 


Senator ELLeNnpER. Next is south Asia. 

This is in the SEATO area, where the Colombo plan operates and 
IT think Australia is well able to assist but here we have three loans to 
Ceylon and I imagine that there are quite a few applications. To 
what extent are the British making loans to Ceylon; do you know? 

Mr. McInrosu. I do not know offhand. We can give you that 
information. 

(The information referred to follows :) 

Grant aid to Ceylon under the Colombo plan during 1956-58 amounted to 
$9.3 million. In 1958 the Canadian Government negotiated a loan to Ceylon for 
2 million, supplemented by a grant of $400,000, to cover deliveries of flour. The 


United Kingdom reportedly offered a loan equivalent to $7 million for develop- 
ment of the Colombo telephone system. 


GRANTS TO CEYLON 


Senator ELLtenper. We have already made grants and loans to 
Ceylon totaling $9,845,000. 

I recall when I was there the last time that many projects were to 
me developed through grant aid and covered vast amounts of land 
which was owned by large landowners and leased to these people. 
The beneficiaries of our grants turned out to be the large landowners. 

Have you looked into that matter to see if it has been corrected ? 

Mr. McIntosu. We have studied that. We understand that 
through this loan land will be made available for about 23,000 addi- 
tional families. 
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Senator ELtenver. That must be in the northern part of the island. 

Mr. McInvosu. I believe it is. 

Senator ELLenper. Because it is in the southern area, the most fer- 
tile part, where the large landowners are located. Does your justifica- 
tion show where it is going to be used ? 

Mr. McIntosn. Oh, yes. Not in here but we have it in the data. 

Senator ELtenper. Because I am particularly interested in irriga- 
tion. 

Mr. McIntosn. We have details here of where all the land is and if 
you would like we would put that in the record. Or we will give you 
a memorandum. 

Senator Exienner. I think it would be a good idea if it is not too 
long. 

Pi not gone into details about the loans to Israel and Jordan, but 
I understand the loans for both Jordan and to Israel have been made 
direct to the Government or some agency of the Government. 

Mr. McInvosn. In Jordan the loan is to a private company, the 
Trans-Jordan Electric Power Co. 

Senator Ex:itenper. Oh, yes, we just covered that. That is in 
Amman. 

Mr. McIntosn. Yes. 

Senator Exxrenper. In Israel, as I understand it, though, it was 
through some agency in Israel. 


LOAN TO ISRAEL INDUSTRIAL INSTITUTION 


Mr. McInrosu. In Israel we have made several loans. We made 
a loan to the Israel Industrial Institution which is a private concern 
and we made a loan to the Government of Israel. 

Senator Ex,enper. What is the industrial institution loan of $5 
million to be used for ? 

Mr. McInrtosu. It is a development bank which will make credit 
available for industries. 

Senator ELtenver. Are you familiar with the cotton mill that was 
being constructed in Israel ? 

Mr. McIntosn. No; I am not. 

Senator Exvtenper. You are not. As far as you know, are any 
loans being made for that purpose ? 

Mr. McInrosn. No; I am sure no loan is being made to that enter- 
prise. On our loans to development banks we require that the bank 
have our approval for any loans they make over a certain amount. 

Senator ELLenper. This is an existing bank ? 

Mr. McIntosu. This is an existing bank. 

Senator ELLenper. Will it loan to the incoming refugees? 

Mr. McIntosu. To small industries in Israel. 

Senator Ettenver. And also to rehabilitate the refugees. 

Mr. McIntosu. Yes, refugees are probably eligible for loans, just 
as anyone else. The loans are mostly for the importation of 
equipment. 


PURPOSE OF LOANS TO INDIA 


Senator ELtenper. We have already discussed India in some de- 
tail, however, I notice here that you have approved seven loans for 
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India, including one for $40 million for her railroads. As I recall, 
we have spent much by way of grants to revitalize her railroads. 

Mr. Murpuy. We did have considerable assistance to India in rail- 
roads. I do not recollect it was all grants but there was some grant 
money, yes. 

Senator ELLenver. The economic aid to India scheduled through 
June 30, 1959 aggregate $387,734,000, which includes loans of $150 
million made by ICA and predecessor organizations. Is that loan 
in addition to the one Mr. McIntosh mentioned this morning? 

Mr. Murpuy. Yes, sir. 

Mr. McInrosu. Yes. The World Bank is the chief source of fi- 
nance for the Indian railroads. They have been making loans to the 
Indiaw railroads for years and will probably continue that in the 
future: 

Senator Ettenper. The total aggregate of development loans is $175 
million, is that correct ? 

Mr. McInrosu. That is correct. 


LOANS TO PAKISTAN 


Senator ELLenper. Pakistan has seven loans, aggregating $70,200, 
000. So that for these three countries in south Asia the total amount 
of loans will amount to $248,450,000 and for those countries in military 
assistance we have already provided to June 30 economic assist- 
ance to these same countries, amounts to $754,651,000 as of June 30, 
1959. 

I wish also to point out that the countries are in for fiscal year 1960 
for military assistance of and economic assistance of $115,- 
550,000. So all of that is over and above what you propose to do 
here. 

Mr. McInrosu. I would like to emphasize in that connection, Sen- 
ator, that our loans are in general for a different purpose than much 
of the funds that you have spoken of. Our loans are for economic 
development. 

Senator ELLENpeER. So are the others. 

Mr. McIntosu. Some of the funds we are talking about now will be 
for military security. 

Senator ELLenpeR. Not loans. We give the other. In addition to 
the loans that you already OK’d for Pakistan you have 35 more pend- 
ing, whose aggregate would be quite a sum if I were able to give them 
out for publication. 








PENDING LOAN APPLICATIONS 


In India you also have 12 more pending, aside from the ones that 
you have already approved. 

Mr. McIntosu. In the case of India we have actually signed the 
loan agreements. 

Senator ELLENpER. You mean for the $175 million ? 

Mr. McIntosu. That is right. 

Senator ELitenper. Mr. Chairman, I do not want to take the time 
of the committee to go into further detail on all of these loans. How- 
ever, I would like to point out that in practically every instance they 
will be financing the same projects as was previously financed by our 
grant aid. 

Mr. McIntosu. But the amounts of the grants are being reduced. 
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Senator ELLenper. Very little... You know that. 

Mr. Mureuy. Defense support has come down $400 million in a few 
years. 

Senator Ev.tenper. But it was three-quarters of a million dollars 
last year, wasn’t it ? 

Mr. Morpny. Yes, sir; it is still substantial but it is coming down a 
very substantial percentage. 

Senator ELienper. It took us quite a few years to do that. 

Mr. Mourpny. Yes, sir. 

Senator Eitenper. If my advice had been followed we would prob- 
ably be out of this by now, and we might have gotten more aid from 
the people that we have been so generous with in Western Europe. 
For instance, in India and Pakistan, the British certainly should 
carry more of the burdens. 

Far East 


Senator E.Litenper. Mr. Chairman, the last region for discussion 
is the Far East. I notice that we have approved development loans 
for seven countries in the Far East. and up to the present, that. is, 
through June 30, 1959, we have already made available to these coun- 
tries, $3,434,135,000 of military aid. Economic aid—listen to this 
figure now—economic aid to these seven countries amounted to $3,- 
800,669,000. For fiscal year 1960 these same countries are programed 
for military assistance of $371,220,000 and economic assistance of 
$541,400,000. 

Think of that. And we are topping that now with development 
loans to these seven countries aggregating $139,126,000. 


EXTRACTS FROM PREVIOUS REPORTS 


Mr. Chairman, I do not want te go into the details of all of these 
loans but with your permission I would like to place in the record at 
this point extracts from my report covering some of the countries in 
the Far East to which development loans have been made. 

Chairman Haypen. That may be done. 

(The information referred to follows :) 


Korea 


The magnitude of the United States assistance effort, both past 
and present, in this tiny land must be seen by one in order to properly 
evaluate it. South Korea, which is about the size of the State of 
Minnesota, suffered heavy damages at the hands of Red invaders 
during the period of the Korean war. The American people have paid 
dearly in their efforts to drive off the invaders and in reconstructing 
and rehabilitating the economy of the country. Yet I doubt that 
the economy of South Korea has ever been in a more healthy state 
than at present. 

During the fiscal years 1954, 1955, and 1956, a total of $780.3 
million in United States dollars assistance was actually spent here. 
During this same period, this aid generated a total of $144.5 million 
in counterpart funds, which funds were spent during the same period. 

As of June 20, 1956, unobligated balances in the Korean accounts 
totaled $697,000 plus over $86 million in counterpart funds. Un- 
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expended balance as of June 30, 1956, in dollars was $344,229,000 
with a total of an additional $86 million in counterpart equivalent. 

Allocations from the fiscal year 1957 Mutual Security appropriation 
aggregate which amount will generate an exact equivalent 
in oa currency funds. 

In other words, during fiscal 1957, there will be available for ex- 
penditure in this tiny land a total of in dollars alone. At the 
time of my Visit, our planners propose to spend during fiscal 
1957. If this program is actually implemented as proposed, the 
end of the 1957 fiscal year will find an unexpended balance of 
on hand in Korea. 

Assuming that the full proposed to be spent is actually 
spent during fiscal year 1957, United States direct dollar assistance 
to the Republic of Korea from the beginning of fiscal year 1954 
through fiscal year 1957 will have aggregated something over a ; 
In addition to this amount in dollars, counterpart funds generated 
and spent will aggregate in dollar equivalent. 

At the time of my visit, a host of technicians were employed in 
this country. It might be truthfully said that between the United 
States civilian employees and our troops, the countryside was alive 
with Americans. ICA employees in Korea totaled 988 technicians 
plus 1,944 contract employees, a total of nearly 3,000 civilian em- 
ployees. Of this number, 399 are Americans, the remaining 2,533 
are locals. 

Reference to the attached exhibits will demonstrate that the 
United States has a hand in and is deeply involved financially in all 
of the Korean economy. I would not hesitate to say that 
except that while our country continues to ‘“‘pick up the tab,” it is 
my considered judgment that the Government of the Republic of 
Korea has frequently shown an extremely uncooperative attitude 
toward our efforts to be of help. I shall refer to this specifically 
later in this report. 

I desire to particularly direct the attention of the committee to the 
documents entitled “ICA/FOA Capital Investment Programs’’ in 
Korea, fiscal year 1954, fiscal year 1955, fiscal year 1956, which I 
have attached. 

Reference to this exhibit demonstrates that since 1954, our country 
has actually spent a grand total of $214,554,690 in dollar expenditures 

lus $152,889,632 in counterpart equivalent on a variety of capital- 
improvement programs in this country. Compared with this amount, 
the Government of Korea has spent only $84,620,826 for the same 
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ith reference to grand totals, it will be seen that our total con- 
tributions in the various fields of endeavor embraced within the 
report referred to have totaled (including counterpart funds): 


cactus oe an 0 Be Gk $96,174,000 or 92.5 percent of the total 
Communications. .........._.._------ $22,999,530 or 97.5 percent of the total 
eo anal ahaae ani $50,439,095 or 86.8 percent of the total 
Power development-_-__-_--__--------- $55,041,749 or 97.5 percent of the total 
i $38,181,250 or 56.2 percent of the total 
i ee $4,491,000 or 100 percent of the total 
ee a nln ebae mene $1,355,000 or 100 percent of the total 

ne Ce dhe oe il $4,488,000 or 36.9 percent of the total 
Manufacturing and processing ------ -_- $63,353,900 or 94.4 percent of the total 
A a i $1,150,000 or 100 percent of the total 
i Pail RS nai ana ._..-- $1,200,000 or 85 percent of the total 
SS en ea eae $8,580.798 or 97.2 percent of the total... 
38932—59 48 
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Under these various headings, our planners have undertaken 
programs involving every conceivable project, the following are 
illustrative: 

TRANSPORTATION 


One million, two hundred thousand dollars to partially restore 4 
engine houses and 2 back shops of the Korean National Railroad; 
$190,000 to restore 26 war-damaged locomotive watering installations 
along the Korean National Railroad; roughly $100,000 for engine re- 
placement and restoration; $549,632 to construct a prestressed con- 
crete plant in order to permit the Korean National Railroad to manu- 
facture concrete railway ties; $210,000 to improve the streetcar sys- 
tems in Seoul and Pusan; $18 million to construct a railway to link 
the largest coal-mining area in Korea with the central system of the 
Korean National Railroad; $1 million to rebuild railroad warehouse 
buildings; $1.4 million to procure coal, tar, pitch, and so forth, to 
provide a basic material for the Korean National Railroad to manu- 
facture coal briquettes for use in their locomotives; $2.4 million to 
purchase used passenger coaches; $3.7 million to repair 554 steam 
locomotives and 8,908 pieces of rolling stock; $1.9 million to purchase 
9 to 12 new passenger coaches; $11.4 million to purchase 825 boxcars, 
565 gondolas, and 50 coal-hopper cars; $389,000 to purchase creosote 
to treat cross ties; $4 million to finish the railroad line from the coal- 
field referred to earlier; $2.3 million to rebuild the Han River bridge; 
$410,000 to purchase 15 used steam locomotives; $1.7 million to pur- 
chase cargo-handling equipment; $8.6 million to purchase 8 cargo 
vessels in order to replace ‘“‘uneconomical”’ units of the Korean mari- 
time fleet; $235,000 to modernize a shipyard near Inchon; another 
$364,000 to modernize another shipyard near Pango-jin, T’chang; 
$2.3 million to procure 42 prefabricated steel warehouses to be erected 
in 9 Korean ports; $1.6 million to repair and modernize marine navi- 
gational aids along the coast of Korea; $20.7 million to rehabilitate 
52 Korean ports; $1.3 million to purchase 89 streetcars and to re- 
habilitate 56 others; $7.3 million to provide machine tools and other 
equipment for the expansion of the Pusan Iron Works, and $7.3 
million to procure fishing vessels. 

Further details concerning projects will not be enumerated here; 
however, they may be obtained from the attached data. 


COMMUNICATIONS 


In this area, we have underway, among other things, programs 
involving $780,000 to purchase telephone poles; $4.7 million to 
rehabilitate and expand telephone facilities in Seoul; $4 million to 
rehabilitate a telephone cable plant in Seoul; $1.2 million to rehabilitate 
the national police communication system; and, among other things, 
replacement of the telephone central office in Masan, rehabilitation of 
the manual switchboard at Taejon, and the rehabilitation of the 
Korean Ministry of Communications school for training communica- 
tions technicians and specialists. 

Also proposed and underway are projects to rehabilitate-and restore 
the domestic radio telegram system within Korea, to rehabilitate 
major telephone toll centers; to reactivate six coastal radio stations 
for the marine radio service; to connect vital industrial cities and ports 
to the coal centers referred to earlier; to rehabilitate various secondary 








al- 
eC; 
r- 
20 
ri- 


1g; 
ed 
vi- 
ate 
re- 
ler 
7.3 


Ms 


to 
ate 


gs, 


the 
ica- 


ore 
vate 
ons 
orts 
ary 


ee 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 753 


toll centers now that the major telephone central offices have been 
rehabilitated and connected; and to create a weather, press broadcast, 


and monitoring network in Seoul in order to “reestablish radio facili- 
a £ 


ties for dissemination of weather and press information and for 
monitoring Korean radio stations which are controlled and regulated 
by the Ministry of Communications.”’ 


PUBLIC WORKS 


In this area we have undertaken to reconstruct and rehabilitate city 
water plants throughout Korea (estimated total cost something over 
$16 million); pave streets and highways throughout major cities and 
Provinces; rehabilitate drainage structures throughout 32 major cities 
in Korea; rehabilitate and reconstruct highway bridges throughout the 
country; rebuild the Korean National Prison; reconstruct the Gov- 
ernment buildings of the Republic of Korea in Seoul to provide more 
space for offices, industrial exhibits, the national police, library, post 
offices, and telephone central facilities (total cost $1.1 million with 
United States contributing 100 percent); construct a maintenance and 
repair shop in order to properly maintain and repair some $2.5 million 
worth of heavy equipment and vehicles which will be utilized in the 
reconstruction of roads and bridges throughout South Korea (needless 
to say we also provided the heavy equipment and vehicles); rehabili- 
tation of Korean city and Provincial buildings in order to provide 
offices for city and Provincial officials (total cost $750,500 with Korea 
contributing $150,000 in labor); rehabilitated a number of thermal and 
electrical power stations and transmitters. including $4.5 million to 
rehabilitate the overall electrical power-transmission system in Korea, 
$2.1 million to rehabilitate 2 thermal powerplant substations; $3.1 
million for rehabilitation of the Chongpoing Dam; and a complete re- 
construction and new construction of numerous thermal power, trans- 
mission, and similar facilities in Korea at a total cost of $34.9 million, 
with the United States contributions averaging out something over 
90 percent. 

ne of the facilities which we undertook to rehabilitate was the 
Hwachon Dam, at a total cost of something over $83 million. This 
represented approximately 97 percent of the total construction cost. 
I visited this facility, and the engineer in charge (an employee of an 
American contracting firm) indicated that he felt sure that the project 
could be self-liquidating if only adequate charges for the use of elec- 
tricity were levied by the Government. However, since the Korean 
National Assembly has reserved to itself all ratemaking functions, the 
entire rate structure has become involved in local politics. The net 
effect is that instead of levying adequate charges—charges which 
would permit the amortization of the cost of these facilities over a 
reasonable period of time—the Government of Korea continues to look 
to the United States for continued economic support. As a matter of 
fact, at the time of my visit, it appeared that the Government of 
Korean was attempting to shift the blame for delay to our shoulders, 
since they are claiming that our armed services—which are stationed 
here in order to protect the Republic of Korea from another attack 
from the north—were not paying their electric bills on time. In other 
words, although we have for all practical purposes built for the Govern- 
ment of Korea its entire electrical generating and transmission system, 
the Government is now raising as a barrier to adequate rate charges, 
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the fact that the United States has not paid for consumption of elec- 
tricity by its military forces. It is my considered judgment that this 
situation will never be completely rectified unless our officials in 
Korea make it known to the local government that unless and until 
they decide to charge adequate rates for the power, we shall refuse to 
provide one thin dime further in assistance. The same should be true 
as to transportation, which we subsidized to the tune of $27,210,000 
during the last fiscal year. 

The attached exhibits will demonstrate that in the fields of power 
development and transmission, the United States has borne and 
continues to bear not only the burden of extending technical assistance 
to the Government of Korea but also constructing, maintaining, and 
training technicians for the operation of these facilities. 


AGRICULTURE 


In this area, we have built farm soil testing service stations, com- 
plete agricultural research facilities, dams and levees in order to 
protect rice paddies and villages; irrigation systems in order to increase 
the Korean production of rice; veterinary and livestock facilities 
throughout the country; 70 seed-fumigation plants; approximately 
900 rural warehouses in order to store farm produce and equipment; 
and have undertaken a complete forestry development program in- 
cluding reforestation, forest erosion control work, stream improvement 
work, forest protection and forest management in designated forest 
areas in all Provinces of Korea. This last project alone has cost 
something over $9 million. 


PUBLIC HEALTH 


In this area, we have constructed wells and sanitary facilities in all 
Provinces and in Seoul; we have rebuilt and remodeled hospital 
facilities throughout Korea; in doing this, while the costs are small, 
it should be noted that we have contributed 100 percent of the total 
of hospital rehabilitation and construction and 100 percent of the 
total of constructing wells and sanitary facilities. 


SOCIAL AFFAIRS 


We have undertaken a $12 million resettlement project under which 
we propose to reestablish and resettle refugees and persons displaced 
as a result of war. 


MANUFACTURING AND PROCESSING 


I do not intend to outline in detail the scope of this program. The 
number and types of plants constructed and/or rehabilitated are out- 
lined in the attached exhibits. Suffice it to say, that they include 
fertilizer plants, sulfuric acid and aluminium sulphate plants, rubber 
tire and tube plants, rubber reclamation plants, insecticide and 
pesticide plants, pharmaceutical plants, flour mills, starch plants, 
plastic plants (in order to produce toothbrushes, rice bowls, glasses, 
combs, etc.) aluminum sheeting plants, a paint plant, clothing fac- 
tories, asbestos plants, a leather plant, a leather processing and shoe 
manufacturing plant, a book printing plant, a three-wheeled-truck 
plant, a glass container plant, a plant to manufacture the material 
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which provides hardness for rubber, a ball-bearing plant, silk textile 
plants, auto spare-parts plant, a marble plant, iron stone crushing 
plant, agar-agar plants, paper mills, small industrial processing 
plants, and others. 

My report last year noted that the great majority of manufacturing 
enterprises constructed under our aid program were being operated 
by the Government of Korea. At that time, I commented that it was 
unfortunate that, while preaching democracy and free enterprise, we 
were, in fact, fostering socialism in Korea. I was particularly pleased 
to note that at the time of my visit in 1956, the vast majority of the 
manufacturing enterprises which formerly were Japanese property 
and which had been rehabilitated under the aid program had been 
turned over to private industry. In this connection, I expressed an 
interest in obtaining the terms under which these transfers took place. 
I have requested this information from both the International Co- 
operation Administration in Seoul and the General Accounting Office 
through its representatives in South Korea. As soon as it is made 
available, I shall file it with the committee. 

During my stay in Korea, I visited the Hung Ah Tire Co., Ltd., in 
Pusan. This is a facility which was originally built by the Japanese 
but which was rehabilitated under the American aid program. The 
president of this firm indicated to me that his problem is to win cus- 
tomers. In addition, he fears that a shortage of operating funds and a 
lack of technical knowledge may hamper his success. 

I also visited one of the chemical plants we constructed here and a 
number of port facilities. I noted that the port was crammed with 
goods obtained from the United States, and I was not able to find one 
item which originated in a foreign country other than a few purchased 
with American aid funds. Goods are flowing in to bolster the economy 
of Korea. It would appear, from the materials I saw on the docks, that 
our planners contemplate United States assistance for the Republic of 
Korea for many more years. 

As I stated last year, our allies are helping very little in Korea, 
We have undertaken and are doing almost the whole job. 

In addition, the United States is in complete supervisory control 
of the port facilities since there are no Koreans who are competent to 
operate it. True, we are in the process of training a host of local 
employees in order to fulfill these tasks, but the process is a long and 
tedious one. 

I was particularly alarmed to note that while we are building a 
number of manufacturing facilities in the Republic of Korea, there 
is very little in the way of natural resources available to supply raw 
materials for these plants. For example, we are building flour mills 
in order to convince the people of Korea that bread is a suitable 
substitute for rice in their diet. It is hoped that by so doing, the 
consumption of rice in Korea can be reduced, thus making rice avail- 
able for export. Ignoring the fact that Korea is thus being placed 
in the position to compete in Far Eastern markets which our own 
rice industry would desire to obtain, it must be realized that Korea 

roduces no wheat. Thus, after constructing the flour mills we shall 

obligated to either subsidize the importation of wheat into this 
country or give it to the Republic of Korea. Consequently, it will 
be necessary for our aid to continue ad infinitum. 

The same is true with respect to cotton textiles, for we are rebuilding, 
in fact have built, a number of textile mills here without a thought 
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of the fact that no cotton is produced in Korea. Of course, it is 
the view of our officials that Korea will be able to purchase these 
basic raw materials under the Surplus Disposal Act (Public Law 480), 
This ignores the fact that there is no assurance that Public Law 480. 
will remain on the statute books for any definite period of time. 

Many phases of our effort here boil down to placing the United 
States in a position where once the capital improvement program in, 
Korea is completed, we will be compelled to provide enough raw 
materials in order to permit these facilities to operate. Since Japan 
is fast coming back into the manufacturing picture in the Far East, 
it is not farfetched to assume that the day will soon come when the 
United States may be obligated to not only provide raw materials in 
order to operate the plants which we have constructed, but to also 
provide markets for the goods which are made there. 

In this connection, during my interview with President Rhee, 
I stressed to him the necessity for his Government to undertake a 
“buy at home program’’—in other words, a program designed to 
convince the people of his country that the goods manufactured 
there are deserving of their patronage. I cited the tire plant as a 
case in point. Unless Koreans buy Korean made goods, many of 
the factories will have to close or else foreign markets will have to be 
tapped. 

I also suggested to President Rhee that he intervene and undertake 
to have the legislature increase public utility rates (telephone, tele- 
graph, electric, and transportation) in order to amortize the cost of 
and pay for operating investments which we have undertaken in this 
country. I said to him that public utilities involved one area where 
Korea could certainly afford to carry a bigger portion of the burden. 
His only answer was that the United States Army did not settle its. 
bills promptly. 

Since our military effort in Korea is of such tremendous magnitude, 
I was not able to delve deeply into its operation. However, it should 
be noted that we have constructed fine barracks for practically all 
armed services, both American and Korean, and these are more or less 

ermanent facilities. I was not able to obtain an estimate of the cost 
ut I feel sure that it was substantial. I was informed however that 
during the 1956 fiscal year, the Republic of Korea allocated 51 percent 
of its entire budget for support of its military forces. Of this amount 
however, roughly 25.6 percent consisted of counterpart funds gener- 
ated under our aid program. For the last 6 months of 1956, 54 per- 
—_ of the Korean budget was devoted to the military with some 
7 tne of this amount consisting of counterpart funds generated 
er our aid program and the remainder from the Republic of Korea 
ieee. This latter figure, compared with the prior one, offers some 
encouragement and I hope it continues. I have not attempted to 
show our expenditures in the military field before and after the armis- 
tice. . can assure the committee that the figures stagger the imagi- 
nation 

The Information Service in Korea received $310,118 for fiscal year 
1956. This amount was increased to $420,600 for 1957. (See at- 
tached exhibit.) This increase appears to be completel unwarranted, 
if, as our officials have maintained, the people of Korea are truly 
staunch and loyal allies. Certainly, if the Koreans are staunch and 
unwavering friends of the free wor d, it is inconsistent that there be 
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increased budgets for propaganda purposes. Therefore, I urge that 
the amount provided for fiscal year 1958 be considerably reduced. 


Summary of operations of International Cooperation Administration (formerly 
Foreign Operations Administration) 


{In thousands of dollars] 





Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1954 1955 1956 1957 Total 
(estimated) 





(a) Total expenditures: 
United States funds (counterpart 
funds generated) 1___...-....-... $182, 465 $254, 900 $342,903 | (Deleted) (Deleted) 
United States funds (no counter- 
I go og cadets was cs aiained aio dik armas ic als Gest or inn ions Letemkanseteoiadn 
Counterpart funds (in equivalent 
United States dollars) --.....-._- 9, 254 45, 931 89,244 | (Deleted) (Deleted) 
Local government contributions 
(in equivalent United States | 





eae ae ee sa Diel ap cdesstekch cee nunaus be aaasawitecolstecna dumédtevenadwksions 
Unobli- Unex- 
gated pended 
(b) Balances as of June 30, 1956: 
No, is el Batadamawanna eamndindenedldooednneeeus $697 $344, 220 
Counterpart funds (in equivalent 
I I a a retin 5 86, 016 86, 016 
(c) New allocations (tentative) from fiscal 
year 1957: 
Foreign aid appropriation: 
Ne os aon oe endelosnmonneninelanece eign ta ieee (Deleted) (Deleted) 
Counterpart funds (in equivalent 
I Ne Se ee einai (Deleted) (Deleted) 
(d) Total amounts available for obligation 
and expenditure in fiscal year 1957: 
I (Deleted) (Deleted) 
Counterpart funds (in equivalent 
EN ood Sah even cn cueweleouscconusen eecseaneecee (Deleted) (Deleted) 


1 These data are program figures which include deobligations in earlier years and reobligations in fiscal 
year _ Similar data on program, obligations, contracts, and arrivals are shown in a separate statement 
attached. 

3 All aid generates counterpart (Includes sec. 402, Public Law 480). 

§ Data not presently available, now being compii ; 

4 All years. 

§ Represents amounts billed from notification of paid shipments report. 
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4. Number of ICA employees. 














Locals United Total 
States 
(a) Technicians: | | 

1. United States employed...................-.......- 795 193 988 
Denne IIE. oo. cnn s acc we caen sec ocee | 1, 738 206 | 1, 944 
ae pcan ee ok lcsiininalet eae 
a BE 2, 533 399 | 2, 932 

; 





FOREIGN MILITARY AID PROGRAM 


(A) Furnish for each fiscal year, from the start of the program to and including 
fiscal year 1957, the following information: 
(1) Amounts spent for hardware (including direct United States shipments 
and offshore procurement.) 
(2) Amounts spent for direct forces support. 
(3) Percent of host country’s total budget used for military purposes.! 
Arrangements have been made with Senator Ellender's office in Washington 


to supply information on military aid directly to that office by the Department 
of Defense. 


The above data can be obtained from PROVMAAG. 
See attached. 


Exuisit B 
OFFICE OF THE Economic CoORDINATOR FOR KOREA 


ICA/FOA CapitaL INVESTMENT PROGRAMS IN KorEA—FiscaL YEAR 1954, 
FiscaL YEAR 1955, Fiscau YEAR 1956 


(Including appropriated and counterpart funds) 


Summary of fiscal year 1954, fiscal year 1955 and fiscal year 1956 FOA/ICA capita 
investment programs (involving appropriated (A) and counterpart (C) funds) 


















































Activity Fiscal year Fiscal year Fiscal year | Total United | Total coun- 
1954 1955 1956 States try 
Transportation: 
Re as ticle anes anes ioiataiicinse alas $33, 550, 600 $14, 587, 300 $4, 013, 500 GOR 301, G00 Feo at cence 
ae a 1, 541, 000 13, 599, 100 28, 882, 500 44, 022, 600 sates 
Nis So hcn be cugaamice 35, 091, 600 28, 186, 400 32, 896, 000 96, 174, 000 | $17, 701, 100 
Percent of total............-- peakeseen en ene oi 92. 5 7.5 
Communications: Pe Aha if Pca nnn ie. rer 
NS seas wld pena $6, 242, 000 $5, 875, 000 $3, 897, 000 $16, 014, 000 
a ta NE ee ee te ed 162, 792 6, 822, 738 6, 985, 530 
a eee 6, 242, 000 6, 037, 792 10, 719, 738 22, 999, 530 $622, 300 
NINE OO UIE oan anccnwccdecnacs : SE hte cad any eee nage 97.5 2.5 
Public Works: ge ae far ic oceee ee 
a ea $8, 425, 600 $5, 806, 690 $1, 986, 000 RSE DL eee 
peewee: palates salddiaedastabsaebaiaan 13, 818, 700 15, 876, 505 4, 525, 600 ft fl eee eee 
is aes 22, 244, 300 21, 683, 195 6, 511, 600 50, 439, 095 $7, 664, 825 
NT ae ee eae ieee eee oa 22 oa 86. 8 13.2 
Power a a ie oe 
i $32, 437, 000 $7, 273, 000 $8, 101, 000 $47, 811, 000 - 
cdi. iepaewaskbaneesiese 2, 467, 499 2, 120, 600 2, 642, 650 7, 230, 749 saunas 





TIE s cunlg ce inardanedcminnae: 34, 904, 499 
Percent of pe eenerinrena naan: eae 


9,393,600 | 10,743,650 | 55,041,749 | $1, 364, 851 
obillllasdardeecUpctheesll ciiae wesancaic' 97.5 2.5 
cae eraeoe ound om 


7 


1 Indicate whether amount allocated for military purposes is for strictly military purposes, or include 
pensions, counterpart funds, etc. If latter, indicate approximate proportion. 
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Summary of fiscal year 1954, fiscal year 1955 and fiscal year 1956 FOA/ICA capital 
investment programs (involoing appropriated (A) and counterpart (C) funds)— 
Continued 








































Activity Fiscal year | Fiscal year | Fiscal year | Total United | Total coun- 
1954 1955 1956 States try 
Agriculture: 
Pe sacdeatertymesnenten-sne $1,000,000 | $7,040,000 | $6,000,000 | $14,040,000 |..--......-. 
CO) ian cmcisccnececdncecenensa|secsesseesesce 17, 574, 000 26, 567, 250 ie crane 
Mts canis ccenecnoens 1, 000, 000 24, 614, 000 32, 567, 250 58, 181, 250 | $45, 360, 750 
INE CR Res aiciet wince heen cael eases hitasaacnaecn anion benassi 56.2 43.8 
Public Health: 
Dinos qunsacsbdscsedennencensagemebensains $700, 000 $1, 500, 000 WR SURG how cnccnnscen 
{3} Gris chdlendiinteatennine ankalpiinsatoadeeeiana , 1, 591, 000 De isemiceravas 
FI in asc tc elhih cath icin cinn.cl orniss esc a ie Sieh Gina te 1, 400, 000 3, 091, 000 6 GRE Ge [aceswncscnce 
PRE UE oa cccecckate-caccncecnaes Dc anauneccekwincmicemesinae =) |. . ceili cite antaien 
Public Safety: 5, Sood eae aft ead 
Dic cddahscawhernsnntentlrendnleduamsiccnamies $500, 000 $500, 000 $1, 000, 000 |----- (ilessciaaii 
Ein ea chennenacsneGenseulianaxeuws canine 200, 000 155, 000 i ae 
ES. cc cadbouphnGehuksscdsebsadendemaesmas 700, 000 655, 000 T Se Eeeacasceen 
Me css rin cncssaleascll cs ash earn ate eileen ech Sead aprile caso enatcaheiek att Se iaidieaccaene 
Social affairs: 
fA Dn naka bene e iene maces eaenn ne sommne $3, 525, 000 $500, 000 CA OIF onen noon 
ni bnie sknsenicnnegenendieaunaniekehde 423. 000 ; SN Eitccnk scene 
BE ccsnckunghisisececderebieatghudan seed 3, 948, 000 540, 000 4, 488, 000 a 
NON ONIN gio aoe cad SR ak Seb ose on sat Ren oe wucr emcee eae ease 36.9 63.1 
Manufacturing and processing: 
6) Sccusaaeeeebaknheeriawa ssn an $23, 890, 000 $9, 004, 000 $54, 894, 000 |..--.-.---.- 
Rt tecron nes heaicerh as snsp Seite nese omkknee 413, 900 8, 459, 900 |..--...----. 
Pi ieceinccssswssescasucces 23, 890, 000 9, 417, 900 63, 353,900 | $3, 770,000 
I If 52 << cat nae Dn th mace nan ee Saco cas ie aes mans aban Sala 04.4 5.6 
SS SSS 
Mining: 
fas ene Auden Sate aeereivineanaeerEra tans camrenee see EES 
That Ant nsi cade ciao muaeibaakniesenkbakCGelin <wawneanie ce Ee Bees cnccasnn 
acre ts oe ree OE aiuto ae 1000001... ...-. 
I a oS tales deine ae eee BB ooe 
Fisheries: 
Sn ttitenndinkpshenerakne$ensena i rawevannccuwedinanawegesseste Oh 008, O00 }-..<<....--.. 
Pate ae ahs wariaclcanenscde lum sneca naman timcsten cekeuane , 8 | a 
earned ckabiaiauiramiia ytelenl aiak lala cadena mentees aot bp ‘ 1, 200, 000 $212, 000 
a 85.0 15.0 
Education: 
fA} aici isisar se iesinones dowsialipan pheined came nile eo dnikattain ia Todor $551, 000 WS IE Siinnninus 
REE SiG ch acennnhinenne nace si wedansecwenacn baum cate anion pO FOR Laccccnnenenn 
a 551, 000 8, 580, 798 $250, 000 
nc ne ee 97.2 2.8 
Grand totals ofall activity fields: 
ec aaah ub aS alone aisewie $105, 545,200 | $54, 861, 990 $214, 554, 690 
Dcciatabseen sds chddnnecs ec’ 17, 827, 199 51, 069, 897 152, 899, 632 
DR hans dsntenncacweescuns 128, 372,399 | 105, 931, 887 367, 454, 322 
a United States percent 
a a a PE i isusedcsens 


=, country ennneel of 


(A) Appropriated funds or acquisition cost. 
C) Counterpart cost in dollars. 


TRANSPORTATION BRANCH 


1, Project title: Railroad backshops, building materials. 
Type: Transportation. 
Location: Seoul, Suwon, Iri, Chonju, Inch’on KNR stations. 
2. Benefits: Provides for partial restoration of 4 engine houses and 2 backshops 
oO y 
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“ID 


. Estimated total cost: $1,260,410 (estimated). 
. United States contribution in percent: 99.5 percent: 








Fiscal year Fiscal year Fiscal year Fiscal year 
1953 1954 1955 1956 
RES sae ASSL een Stee $139, 860 $465, 000 $120, 000 
Neen en een 176, 766 352, 784 


. Local contribution in percent: 0.5 percent: 


Fiscal year 


Fiscal year Fiscal year 
1953 1954 1956 





Fiscal year 
1955 





Supervisory engineering-__..._- PEE i ccnetssennecues | $1, 000 | $3, 000 





a 


. Engineer costs: $6,000 (included in local labor costs). 
. Status: Steel items on 54 program delayed by defaulted contracts. As of 


September 30 arrivals in Korea 54 ora complete, installation 6 percent 
complete on fiscal year 54 project. otal project all fiscal years: 13 percent 
arrivals, 1 percent installation. 


. Estimated completion date: June 30, 1957. 


TRANSPORTATION BRANCH 


. Project tile: Railway rehabilitation watering installations. 


Type: Transportation. 
Location: Various water installations along the KNR. 


. Benefits: Provides for the restoration of 26 war damaged locomotive watering 


installations along the KNR, essential to steam operations. 


. Estimated total cost: $190,490 (estimated). 
. United States contribution in percent: 98.4 percent: 


| 
Fiscal year 1954) Fiscal year 1955} Fiscal year 1956 


a al $64, 437 $50, 000 
toate asnn mneioaeaanaae = wees 56, 853 





. Local contribution in percent: 1.6 percent: 


| 
Fiscal year 1954| Fiscal year 1955) Fiscal year 1956 
si stletailtacandichasts ali hattanindaat Ma tiled 


(a) Supervisory engineering .............-...---- $1, 200 $1, 300 | $500 


. Engineering costs: $3,000 (included in local labor costs). 
. Status: All materials arrived and installed on fiscal year project completed 


July 1955. 


. Estimated completion date: December 31, 1956. 


TRANSPORTATION BRANCH 


Project title: Rehabilitation of rail cars. 
Type: Transportation. 
Location: KNR shop. 


. Benefits: Provides for engine replacement and restoration to service of 6 self- 


ropelled rail cars needed in both branch and main-line passenger service. 
Sach rail car mentioned will be assigned to service in such a way that 1% 
locomotives and 1 passenger car will be released to other service. 
Estimated total cost: $99,744 (estimated). 
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. United States contribution in percent: 98.1 percent: 


Fiscal year 

1956 
a lili tana: ap aii tenance nara Wis eo eet dente wens one minarane $90, 000 
i sn iene thea reer aces enwne wmm eecec wee 

Local contribution in percent: 1.9 percent: 

Fiecal year 

1956 
i Gk AGNES RENN ate eesw ad Redes neenwamwee $1, 400 
ee ee ee eee nee 500 


. Engineering costs: $10,500 (included in local labor costs) ($10,000 United 


States, $500 local). 


. Status: PPA submitted ICA/W. 
. Estimated completion date: September 30, 1956. 


TRANSPORTATION BRANCH 


. Project title: Prestressed concrete plant. 


Type: Transportation (small enterprises). 
Location: Taejon. : 


2. Benefits: Plant will enable KNR to manufacture prestressed concrete ties and 
other products from cement produced in Korea reducing the annual expendi- 
ture of foreign exchange on imported wooden crossties. This project will 
greatly improve the self-sufficiency of rail transportation in Korea by 
reducing dependence on imported supplies. 

3. Estimated total cost: $549,632 (estimated). 

4. United States contribution in percent: 100 percent: F vee > 

ee Sd ik Venda clade abaam natal db iabladndaine enmaiee $500, 000 
ith uel initials eraitndinwe tam dusieena ss 49, 632 


C0 M1. or 


= CO 


oN oT 


. Local contribution in percent: 0 percent. (See remarks.) 

. Engineering costs: $15,000 (United States) (included in local labor costs). 
. Status: Project submitted to OEC. 

. Estimated completion date: July 31, 1956. 


Remarks: Operation costs after installation of equipment will be paid by 
ROK from local funds. 


TRANSPORTATION BRANCH 


. Project title: Rehabilitation of Seoul and Pusan streetcar system (rectifiers). 


Type: Transportation. 
Location: Séoul:and Pusan. 


. Benefits: Provides 2 new rectifiers 1 each for Seoul and Pusan streetcar sys- 


tems. This will replace one war damaged rectifier in Seoul and provide 
an additional rectifier for Pusan to allow for extension of the street railway 
system in this overcrowded city. 


. Estimated total cost: $210,000 (est.) 
. United States contribution in percent: 85 percent: 


Fiscal year 1956 
pee oe See ee ee oe ed ee ee 2 ee $178, 500 


. Local contribution in percent: 15 percent: 


SRNR ro occ ena ea ei ena aia wel aoe $31, 500 


. Engineering costs: $2,000 (local) (included in local labor costs). 
. Status: PA issued. Bids received and evaluated. Contract will be con- 


cluded by OSROK in near future. 


. Estimated completion date: July 31, 1956. 


TRANSPORTATION BRANCH 


. Project title: Railway construction (Naesong-Ch’oram and Songhak- Yongwol). 


Type: Transportation. 
Location: Yongam Line (KNR) from Naesong to Ch’oran; and Yongwol Line 
(KNR) from Songhak to Yongwol. 


. Benefits: Provide rail connection between largest coal mining area in Korea 


and central system of KNR. This rail connection will allow for expansion 
of mine capacity. Present limited capacity of water shipment. port for coal- 
handling has prevented full utilization of Korean coal resources. 


. Estimated total cost: $18,103,705 (estimated). 
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4. 


PONS 


United States contribution in percent: 99.1 percent: 


ee 





| 
Fiscal year Fiscal year Fiscal year Fiscal year 
1953 1954 1955 1956 
go ieee Ce AR aimee tined $2, 924, 182 $2,803, 000 |..---- i oile 
one ee ceE ots aapaasiteneniiaindnnwasecenne 8, 034, 123 $4, 185, 400 





. wocal contribution in percent: 0.9 percent: 


Fiscal year Fiscal year Fiscal year Fiscal year 
1953 1954 1955 1956 
Supervisory engineering _-_.-_-- $100, 000 $50, 000 $4, 000 $3, 000 


. Engineering costs: $927,000. Included in local labor costs. ($157.000 local, 


$770,000 United States. 


. Status: As of September 30, arrivals 52 percent, installation 77 percent com- 


plete. 


. Estimated completion date: Limited operation: December 31, 1955; full com- 


pletion: February 15, 1956, 


TRANSPORTATION 


. Project title: Railway station warehouses. 


Type: Transportation. 
Location: Principal stations on KNR outside Pusan Perimeter. 


. Benefits: Provides miscellaneous construction materials for rebuilding some 


30 KNR warehouse buidings (total storage space of approximately 25,000 
Square meters) which were destroyed during war. 


. Estimated total cost: $1,065,149 (estimated.). 


United States contribution in percent: 99.7 percent: 


3 ; = 
Fiscal year Fiscal year Fiscal year Fiscal year 
1953 1954 1955 1956 





a ta ND adn cecal nh neteceun made 
I I a ae aaa $407, 949 $155, 200 


Local contribution in percent: 0.3 percent: 


Fiscal year | Fiscal year 
1955 


Fiscal year Fiscal year 
1953 1954 1956 





Supervisory engineering ----.-- BND A cenneomainnncenun | i a ta ls leached $1, 000 


Engineering costs: $3,000 (local). Included in local labor costs. 
Status: 58 percent arrival of materials, 7 percent installation as of September 30. 
Estimated completion date: June 30, 1956. 


TRANSPORTATION BRANCH 


. Project title: Procurement of coal tar pitch. 


Type: Transportation (maintenance of civilian supply). : 
Benefits: Coal-tar pitch and petroleum coke on this project will be used in 
roduction of coal briquets for the KNR, utilizing coal produced in Korea. 
ill provide large savings in imported coal. 
Estimated total cost: $1,406,000. 
United States contribution in percent: 100 percent: 








Fiscal year 1955) Fiscal year 19% 


(a) 
(b) eg ee gh Orn Renee ee aa canadian coeae $806, 000 
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Local contribution in percent: None. See Remarks. 
Engineering costs: None. 


. Status: PA issued. Invitation to bid will be issued by OSROK in near future. 


Estimated completion date: June 30, 1956. 
Remarks: KNR will provide the Korean coal for briquets. 


TRANSPORTATION BRANCH 


. Project title: Used passenger coaches. 


Type: Transportation. 
Location: KNR. 


. Benefits: Provides for replacement of some of war-destroyed KNR passenger 


equipment badly needed to relieve overcrowded, unsafe conditions on 
railway. 


. Estimated total cost: $2,444,000. 
. United States contribution in percent: 100 percent: 





! 
Fiscal year 1955 Fiscal year 1956 


(a) Dollar | | 
(b) Counterpart 


. Local contribution in percent: None. 
. Engineering costs: $15,000 (United States). Included in local labor costs. 
. Status: Joint ROK-ICA/W team in the United States now surveying available 


cars under 1955 program. Project proposal for 1956 has been forwarded to 
Washington for similar equipment. 


. Estimated completion date: June 30, 1956. 


TRANSPORTATION BRANCH 


. Project title: Locomotive headlight equipment. 


Type: Transportation. 
Location: KNR shops. 


. Benefits: Provides necessary materials for equipping approximately 205 


locomotives with headlights for night operation. 


. Estimated total cost: $213,097. 
. United States contribution in percent: 88.3 percent: 








| | 
| Fiscal year 1954| Fiscal year 1955 





I Soot a ta ce ie eins oad Gere ueeee | $179, 000 
(6) Counterpart 


. Local contribution in percent: 11.7 percent: 


| Fiscal year 1954/ Fiscal year 1955 
a el bcs cickumicman pewter 


$5, 000 
go a Ia lk sc acti Nel 20, 000 





. Engineering costs: $200 (local). Included in local labor costs. 
. Status: All materials arrived by March 31, 1955. Installation 100 percent 


complete as of September 30. 


. Estimated completion date: Complete. 


Remarks: Local contribution is a part of the KNR operating budget. 


TRANSPORTATION BRANCH 


. Project title: Locomotive and rolling stock repair supplies. 
Type: Transportation. 
Location: Seoul, Yongdong-p’o, Pusan, and Inch’on backshops. 
. Benefits: Provides materials and new parts to repair war damage end effect 
long delayed normal maintenance on approximately 554 steam locomotives 
and 8,908 pieces of rolling stock of Korean National Railway. 
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. Estimated total cost: $3,774,330 (estimated). 
. United States contribution in percent: 68.2 percent: 


—_—+_—_ 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 


cs seen eeepc ea a esas | 


| 
I aS) hs 5 se eee ee $2, 041, 000 | $64, 000 
I Su ei ceeun ba 443, 194 














$26, 136 





| 
-----| 
| 
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Local contribution in percent: 31.8 percent: 


: ———_————____ 
Fiscal year 1954 | Fiscal year 1955 |Fiseal year 1956 





ee og eR eh eae oe $800, 000 | $400, 000 


. Engineering costs: $200,000 (local). Included in local labor costs. 
. Status: Materials 99 percent arrived, 85 percent installed on fiscal vear 1954 


project as of September 30. Total project all fiscal years: 96 percent arri- 
vals, 82 percent installation. 

Estimated completion date: December 31, 1955, 

Remarks: Local contribution is a part of the KNR operating budget. 


TRANSPORTATION BRANCH 


. Project title: Mukho Coal-Handling facilities rehabilitation. 


Type: Transportation. 
Location: Mukho Port. 


. Benefits: Provides for the restoration of the second belt of the coal conveyor at 


Mukho, as well as for the procurement of some light locomotives and coal 
cars for coal handling in port area. Mukho serves main coal region of Korea. 


. Estimated total cost: $129,516 (estimated). 
. United States contribution in percent: 100 percent. 


Fiscal year 1954} Fiscal year 1955 


lial eee niemine DT cenneenecumeue 
a a sll ees ene a wisnG ainian eee wininietinnwinee t $19, 516 


. Local contribution in percent: 0 percent. 
. Engineering costs: $2,000 (United States). Included in local labor costs. 
. Status: All materials arrived by end of January 1955, except two weightome- 


ters. These arrived in July 1955. Installation 93 percent complete (weigh- 
tometers have not been installed) as of September 30 both belts of conveyor 
have been in operation since April 1955 without these devices and without 
interruption. 5 


. Estimated completion date: December 30, 1955. 


TRANSPORTATION BRANCH 


. Project title: Passenger coaches 


Type: Transportation 
Location: Korean National Railway 


. Benefits: Provides 9 to 12 new passenger coaches to supplement badly over- 


crowded passenger equipment on the Korean National Railway 
Estimated total cost: $1,860,000 (estimated) 
United States contribution in percent: 100 percent 








Fiscal year Fiscal year 
1954 1956 
SE ES ER eee Ce Me eee, ee eee SERIO SS cen acucee teen! 
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. Local contribution in percent: 0 percent 
. Engineering costs: $50,000 (United States). Included in local labor costs. 
. Status: Procurement action being taken by Department of the Army. Four 


second-class and 5 third-class coaches will be shipped in second quarter of 
calendar year 1956. 


. Estimated completion date: June 30, 1956 


TRANSPORTATION BRANCH 


. Project title: Standard gage freight cars. 


Type: Transportation. 
Location: Korean National Railway. 


. Benefits: Provides for the procurement of 825 boxcars, 565 gondolas, and 50 


coal-hopper cars to supplement the inadequate rolling: stock of the Korean 
National Railway. 


_ Estimated total cost: $11,410,557 (estimated). 
. United States contribution in percent: 100 percent: 





Fiscal year Fiscal year 








1955 
it Te So oak cacbaacisccacemsavakn cabaosnoudcnsasaeusaecusers 910; 670, 000 owe cc cc... 
Fe ROE Gini avact nd ntnnankecncuccoiwiiatosenuccdaneutbibeenuneninays ain $940, 557 


. Local contribution in percent: 0 percent—See Remarks. 
. Engineering costs: $200,000 (United States). Included in local labor costs. 


Status: Car components received between September 1954 and April 1955. 
Erection started October 1954 completed June 1955. All ears in service. 


. Estimated completion date: Completed. 


Remarks: Republic of Korea Army provided labor for erection of cars but 
special funding not involved. 


TRANSPORTATION BRANCH 


. Project title: Procurement of creosote. 


Type: Transportation (maintenance of civilian supply). 
Location: Utilized by Korea Timber Industry Co.’s plant, Pusan. 


. Benefits: Provides creosote for treating crossties and other lumber projects 


needed by the Korea National Railway for rehabilitation and maintenance. 


. Estimated total cost: $389,325 (estimated). 
. United States contribution in percent: 100 percent: 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 


OIE ccisiwanwannsecieenccdanesccenccsswne BEDE I icccxisnaeins $200, 000 
a its wk cance nea seeemna ese e a $4, 629 3, 200 


. Local contribution in percent: None. See Remarks. 
. Engineering costs: $1,000 (United States). Included in local labor costs. 
. Status: Arrivals against fiscal year 1954 100 percent complete in December 


1954. Utilization delayed by nonarrival of crossties in Korea. Ties began 
arriving in July. Utilization of creosote (fiscal year 1954) 62 percent as of 
September 30. PA issued against the 1956 project. 

Estimated completion date: Fiscal year 1954 creosote will be completely 
utilized by December 31, 1955. Fiscal year 1956 creosote will be completely 
utilized by December 31, 1956. 

Remarks: Included against the imported untreated railway tie projects. 


TRANSPORTATION BRANCH 


. Project title: Railway construction (fiscal year 1956). 

Type: Transportation. 

Location: Yongwol-Hambaik, Ch’ungju-Pongyang, Chomuch’on-Andong. 

. Benefits: The Yongwol-Hambaik rail extension is the last section of a rail line 
projected from Chech’on to the rich Hambaik coalfields. This will imme- 
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6. 


to 


diately provide a near source of coal for the Yongwol powerplant, the largest 
in Korea. The funds available the Chungju-Pongyang and Chomuch’on- 
Andong lines will provide for the commencement of these rail connections 
badly needed in the Korean transportation system. 

Estimated total cost: $4,011,790 (estimate). 

United States contribution in percent: 99.1 percent: 


Fiscal year 53 Fiscal year 54 | Fiscal year 56 





| 
ee } 
ete a ee ei i ee otek eg Bee och oni $1, 400, 000 
EN oink scsnuhave ct canna WecenathiwaRdewwcearees | Bena Macau k 2, 577, 790 
| 





Local contribution in percent: 0.9 percent: 


Fiscal year 53 | Fiscal year 54 | Fiscal year 56 


Supervisory engineering. -.-.........---..--.-.-- $12, 000 | $20, 000 $2, 000 





Engineering costs: $34,000 (local). Included in local labor costs. 

Status: PPA submitted to ICA/W. 

Estimated completion date: Yongwol-Hambaik June 30, 1956; Chomuch’on- 
Andong September 30, 1956; Chungju-Pongyang June 30, 1958. 


TRANSPORTATION BRANCH 


. Project title: Railway signal equipment. 


Type: Transportation. 

Location: Yongdung-po, and along various lines of the Korea National 
Railway. 

Benefits: Provides materials for restoration of signal frame, installation of 
crossing barriers, restoration of tablet block systems, and repair of station 
signal apparatus. Essential to operational control and safety. 

Estimated total cost: $263,000 (estimate). 

United States Contribution in percent: 99.3 percent: 


l | — 
| Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 








(a) Dollar Riese cee ee edabaie abe < $104, 000 $100, 000 
(6) Counterpart 


Local contribution in percent: 0.7 percent: 


Fiscal year 1954 | Fiscal year 1955 


| 








Fiscal year 1956 
= j Pi — 


Supervisory engineering__............-.--..-- $1, 000 | knitcethaicuaw tan $800 





Engineering costs: $1,800 (local). Included in local labor costs. 

Status: All material on fiscal year 1954 project arrived by August 31, 1955. 
Preparatory work for installation started September 1955. 5 percent com- 
pletion of installation September 30, 1955. Total project, all fiscal years: 
51 percent arrivals, 3 percent installation. 

Estimated completion date: March 31, 1956. 

Remarks: Supervisory engineering paid from Korea National Railway normal 
budget. 

TRANSPORTATION BRANCH 


Project title: Han River railway bridge. 

Type: Transportation. 

Location: Across Han River just outside of Seoul. 

Benefits: Provides for the reconstruction of war-damaged spans of this im- 
portant double tracked railway bridge, essential to traffic in and out of 
Seoul. 
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. Estimated total cost: $2,271,750 (estimated). 
. United States contribution in percent: 99.4 percent: 





| 
Fiscal year 1953 | Fiscal year 1954 








Fiscal year 1955 | Fiscal year 1956 


ee Ri ccw nes ccdnanbiheeebaneene tas 


( 


Oy I os ead csncinantntitnviewciwkecce | $634, 583 $24, 000 


. Local contribution in percent: 0.6 percent: 





Fiscal year 1953 | Fiscal year 1954 | Fiscal] year 1955 | Fiscal year 1956 


Supervisory engineering---..- $6, 500 $500 $1, 000 $5, 000 


. Engineering costs: $13,000 (local). Included in local labor costs: 
. Status: 96 percent arrival of materials, 24 percent installation on fiscal year 


1954 portion as of September 30. Total project all fiscal years: 92 percent 
arrivals, 23 percent installation. No bids received on steel items in response 
first invitation to bid. Bids due on new invitation October 20, 1955. 


. Estimated completion date: December 31, 1956. 


Remarks: Korea National Railway contribution is for design, drawings and 
preparation of bills of materials for new spans. 


TRANSPORTATION BRANCH 


. Project title: Procurement of used steam locomotives. 


Type: Transportation. 


. Benefits: Provides for purchase of 15 used steam locomotives. To alleviate 


the shortage of motive power on the Korea National Railway. This will 
partially meet needs for additional motive power to operate newly con- 
structed lines on Korea National Railway and to handle increased tonnages 
due to increased coal production and general rise in economic activity. 


. Estimated total cost: $410,000 (est.). 
. United States contribution in percent: 100 percent: 


Fiscal year 1955) Fiscal year 1956 


I a aos cd oti a lem arme dine Wa enmaenemma ens I Ea cscncectvaiees 
id cot cade tga ici Ik eek een sa AS ada io aad in te deine aes Dogheed diichicinechedb niin $125, 000 


Local contribution in percent: None. 


. Engineering costs: None. 
. Status: PA issued. 
. Estimated completion date: February 28, 1956. 


TRANSPORTATION 


Project title: Cargo handling equipment. 
Type: Transportation. 
Location: Material allocated to several main ports and railroads of Korea. 


. Benefits: Provides equipment such as cranes, fork lifts, tractor-trailer, barges, 


_ and tarpaulins for use in cargo operations in ports and railheads of Korea. 
Estimated total cost: $1,663,599 (estimate). 
United States contribution in percent: 64.8 percent: 


Fiscal year Fiscal year Fiscal year 
1954 1955 1956 


ac $1, 050, 000 
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5. Local contribution in percent: 35.2 percent: 








| Fiscal year Fiscal year Fiscal year 
| 1954 | 1955 1956 
| 
EE I OT EP eee 70, 000 75, 000 
I ean eee ee 210, 000 230, 000 
| 





= 


». Engineering costs: None. 

Status: All materials have arrived except one lot of spare parts for crane- 
shovels. Arrivals 98 percent complete. Utilization of equipment 90 per- 
cent complete by September 30. Some equipment deadlined for lack of 
essential parts pilfered during discharge. Arrangements being made to 
secure these parts. 

8. Estimated completion date: November 15, 1955 (all equipment in service). 


~] 


TRANSPORTATION BRANCH 


1, Project title: C1I-MAV-1 vessels. 
Type: Transportation. 
2. Benefits: Provides eight CI-MAV-1 type dry cargo vessels to replace overage, 
uneconomical units of Korean maritime fleet. 
3. Estimated total cost: $8,590,000 (estimated). 
4, United States contribution in percent: 70.1 percent: 


| Fiscal year | Fiscal year 

















1955 1956 
RN Sse SLO Sound 5 ced bk ckaceinuwuees Okssembaadeneees ROR OOS fines n ee ee 
oe ai oe abu ales peeemmemaniess eee iain Ws aiken ss bilecsece amines 0 

5. Local contribution in percent: 29.9 percent: 

| Fiscal year | Fiscal year 

| 1955 1956 
a eee eadenenaekemcand $250, 000 | $600, 000 
I nl Siping enue hain bene dinphiesadewnmanennnesaesKa 500, 000 | 1, 200, 000 


Engineering costs: None. 

Status: One vessel purchased so far at cost of $750,000. One promised De- 
cember 15, 1955. 

8. Estimated completion date: April 30, 1956. 


1D 


TRANSPORTATION BRANCH 


1. Project title: Port and harbor rehabilitation equipment. 
Type: Transportation. 
Location: Allocated to most important Korean ports. 

2. Benefits: Provides for minimum replacement of war-lost or war-damaged 
equipment such as cranes, bulldozers, welders, fork lifts, diving outfits, and 
similar items. 

3. Estimated total cost: $804,843 (estimated). 

4. United States contribution in percent: 89.4 percent: 





| } 
| Fiscal year Fiscal year Fiscal year 
1954 1955 1956 
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. Local contribution in percent: 10.6 percent: 








Fiscal year Fiscal year | Fiscal year 
1954 1955 1956 


PE cra desasn< nnccsmecacnanassnnsnssececcsnsn | scsi aside tian $40, 000 $45, 000 


. Engineering costs: None. ee 
. Status: 85 percent arrivals, 75 percent installation (utilization) as of Sep- 


tember 30. Some equipment still being assembled. 


. Estimated completion date: November 15, 1955. (All equipment will be in 


service.) 
TRANSPORTATION BRANCH 


. Project title: Small shipyard rehabilitation—Inch’on Shipbuilding Co. 


Type: Transportation (small enterprises). 
Location: Inch’on. 


. Benefits: Provides equipment and machinery to expand and modernize this 


small shipyard, part of the overall development of the maritime industry. 


. Estimated total cost: $235,200 (estimated). 
. United States contribution in percent: 29.0 percent: 























Fiscal year Fiscal year 
1955 1956 
a sii dies cic eeu eneiel Gaba Si maminaiaarmcme aoa | PU PU isopentane, 
ne Nonna oc Wecnnchiesgtnincicee tol etsiew sa eavmpaideen sheen eect | ssenaipiiagbceadacaaal 
| $4, 420 
. Local contribution in percent: 71.0 percent: 
Fiscal year Piscal year 
1956 1956 
i a aie ie Selenide ddiameeaseeene | $60, 000 $60, 000 
ne EN IINN o - .  ic chin cisarasmnieniah eee bude eieiecwieds | 11, 250 780 
eee | 15, 000 20, 000 


. Engineering costs: None. 
. Status: PA issued. 
. Estimated completion date: March 31, 1956. 


TRANSPORTATION BRANCH 


. Project title: Small shipyard rehabilitation—Pango-jin, P’chang. 


Type: Transportation (small enterprises). 

Location: P’chang. 

Benefits: Provides equipment and machinery to expand and modernize this 
small shipyard, part of the overall development of the maritime industry. 


. Estimated total cost: $364,118 (estimated). 
. United States contribution in percent: 44.1 percent: 





Fiscal year Fiscal year 
1955 1956 


(a) Dollar 
(6) Counterpart 
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5. Local contribution in percent: 55.9 percent: 


poe 





| Fiscal year Fiscal year 
1955 1956 
I oie $60, 000 $60, 
ES LCL ALLEL LEE AA TOT 26, 250 2 tis 
eh Umeha iden s wlpledeebaisbusabunidsonaciebunnenase 25, 000 30, 000 


. Engineering costs: None. 
. Status: PA issued. 
. Estimated completion date: March 31, 1956. 


On 


TRANSPORTATION BRANCH 


1. Project title: Port and harbor warehouses. 
Type: Transportation. 
Location: Main ports of Korea (Inchon, Changhang, Kunsan, Mokpo Yosu 
Masan, Pusan, Pohang, Mukho). ; 
2. Benefits: Provides for procurement of 42 prefabricated steel warehouses to be 
erected in 9 Korean ports. 
. Estimated total cost: $2,278,000 (estimated). 
. United States contribution in percent: 91.6 percent: 


we OO 


Fiscal year 1956 





Fiscal year 1955 








a ecccleii | $1, 000, 000 ha os 
ck cnukcennisiephuadeicinbidakanbenanieniahae |-o---222-2------ $1, 038, 000 
{ 


5. Local contribution in percent: 8.4 percent: 


Fiscal year 1955)| Fiscal year 1956 


Na acl ee sicher $40, $40, 000 
I Sd <a eerie ec iainnies bpicanainmbaepeaabaieniomicans | 50, 000 60, 000 


Engineering costs: $1,000 (local) (included in local labor costs). 
Status: PA issued. Bids expected to be called in November 1955. 
Estimated completion date: September 30, 1956. 


PP 


TRANSPORTATION BRANCH 


1. Project title: Railway rehabilitation, small bridges. 
Type: Transportation. 
Location: Bridges: (1) Sum River near Yangdong; (2) Puk Han River near 
Paldang; (3) Iwon River south of Taejon. 

2. Benefits: Fiscal year 1954 project provides construction materials and equip- 
ment to repair a total of 9 spans of 3 important bridges on the Korean 
National Railroad which have only been temporarily repaired since the war. 
Fiscal year 1956 continues repair program on other bridges. 

3. Estimated total cost: $309,535 (estimated). 

4. United States contribution in percent: 98.8 percent: 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 
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. Local contribution in percent: 1.2 percent: 


Fiscal year 1954| Fiscal year 1955} Fiscal year 1956 














Supervisory engineering and labor. ...........}-.--.....------- $2, 600 $1, 000 


. Engineering costs: $1,000 (local) (included in local labor costs). 

. Status: 65 percent arrivals in Korea on fiscal year 1954 project as of September 
30. However, many first phase items still outstanding due to defaulted 
contracts delaying commencement of installation. Total project all fiscal 
years: 54 percent arrivals, 0 percent installation, 

. Estimated completion date: June 30, 1956. 


TRANSPORTATION BRANCH 


. Project title: Railroad shop equipment. 

Type: Transportation. 

Location: Various shops of Korean National Railroad. 

. Benefits: Provides for machine tools and equipment to effect about 25 per- 
cent of remaining essential rehabilitation of war damage to Korean National 
Railroad workshops. Amount of repairs to rail equipment that can be 
accomplished should increase greatly. 

. Estimated total cost: $450,956 (estimated). 

. United States contribution in percent: 99.8 percent: 


Fiscal Year Fiscal Year Fiscal Year 
1954 1955 1956 





a tai i cal $300, 000 $80, 000 
fon CRIN. 8. eeenetadeeaneauas lip nemiucbakenanelnudaaamamadaeaed 69, 956 





. Local contribution in percent: 0.2 percent: 





Fiscal year Fiscal year Fiscal year 
1954 1955 1956 





Supervisory engineering ~-...........-.-...-..- | $500 $500 


. Engineering costs: $1,000 (local) included in local labor costs. 

. Status: PA issued against the 1955 program. Invitation to bid on Fiscal 
Year 1955 project will be issued by OSROK on near future. 

. Estimated completion date: December 31, 1955. 


TRANSPORTATION BRANCH 


. Project title: Railroad crossties, switch ties, bridge ties. 
Type: Transportation. 
Location: Use throughout the Korean National Railroad. 
. Benefits: Provides ties for rehabilitation of Korean National Railroad track 
mainly on branch lines and in southwest area. The track of these lines was 
seriously deteriorated and in many cases in dangerous condition. 
. Estimated total cost: $2,135,778 (estimate). 
. United States contribution in percent: 92 percent: 


Fiscal year 1954) Fiscal year 1955) Fiscal year 1956 


cereale Nui tiaras k te dca $807, 000 CL OU II i pcsiccscemccs 
Sie SII 5 cc Scania cnacsndisosinsandauddalivecdecsscasauss eka ameGneccdmnse $168, 778 
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5. Local contribution in percent: 8 percent: 





Fiscal year 1954] Fiscal year 1955) Fiscal year 1956 





a a a la ates ed Ga aitia aaa beamesle $59, 000 $99, 000 
i en cs meuneebimmmininee 


, 1, 





6. Engineer costs: $2,000 (local), included in local labor costs. 

7. Status: Fiscal year 1954 project: 100 percent arrivals, 15 percent installation 
as of September 30. Total project all fiscal years: 45 percent arrivals, 
7 percent installation. 

8. Estimated completion date: June 30, 1957. 


TRANSPORTATION BRANCH 


1. Project title: Railway track materials. 
Type: Transportation. 
Location: Use throughout the Korean National Railroad. 
2. Benefits: Provides track materials and track maintenance equipment for 
essential maintenance and rehabilitation on the Korean National Railroad. 
3. Estimated total cost: $457,987 (estimated). 
4. United States contribution in percent: 96.0 percent: 


Fiscal year 195 Fiscal year 1955| Fiscal year 1956 





NS ee ee eee ee $206, 000 ON te 
NR ee eee tc ecacecens 136, 747 | $7, 240 


5. Local contribution in percent: 4.0 percent: 


| 
Fiscal year 1954) Fiscal year 005) Fiecel year 1956 





I ah oa al lee selainm cree soie mc onli $5, 000 $10, 000 
Sy IN UIT oo cn co nana aneenonceeannnn 1, 000 2, 000 


6. Engineering costs: $3,000 (local), included in local labor costs. 

7. Status: Fiscal year 1954 portion of project: 88 percent arrivals, 45 percent 
installation as of September 30. Total project all fiscal years: 61 percent 
arrivals, 31 percent installation. 

8. Estimated completion date: June 30, 1956. 


TRANSPORTATION BRANCH 


1, Project title: Railroad power supply facilities rehabilitation. 
Type: Transportation. 
Location: Various lines of Korean National Railroad. 

2. Benefits: Provides essential materials and equipment for partial restoration 
of power supply facilities of Korean National Railroad. These facilities 
provide power supply to backshops, electric pumps for water installations, 
lighting of stations, and freight yards, etc. 

3. Estimated total cost: $318,000 (estimated). 

4, United States contribution in percent: 98.7 percent: 


Fiscal year Fiscal year Fiscal year 
1954 1955 1956 


le i daaekndaweriinis PRU I Baniviig sun decane 
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. Local contribution in percent: 1.3 percent: 


Fiscal year Fiscal year Fiscal year 
1954 1955 1956 


Supervisory engineering -...............-.-.-- sid decciinananes $2, 000 


. Engineering costs: $6,000 ($4,000 local, $2,000 United States) included in 


local labor costs. 


. Status: Contracting complete by July 31, 1955. No arrivals as of September 


30. 


. Estimated completion date: June 30, 1956. 


TRANSPORTATION BRANCH 


. Project title: Dredge Raymond—Rehabilitation— Materials and Parts. 


Type: Transportation. 
Location: Dredge presently in Pusan. 


. Benefits: Provides parts and equipment for essential overhaul and rehabilita- 


tion of the dredge Asan Man (ex Raymond), purchased without repairs from 
United States Army under military rollup program. 


. Estimated total cost: $343,600. 
. United States contribution in percent: 59.8 percent: 


Fiscal year Fiscal year 
1955 1956 


5 oo 5 acts esinnunlen obs cia i wieiine a eacineeinasininis $100, 000 
Se a6 0 ci echineeeninirn gi tathdek d deihiowist temo es mnie Sewanee tniewiandeesipnhcae aes $105, 600 


. Local contribution in percent: 40.2 percent: 


Fiscal year Fiscal year 
1955 1956 


n Ri aaa cri aie eich Aides ndieh due ca winston edn ap binant $50, 000 $60, 
6) Other 8, 000 20, 


. Engineering costs: None. 
. Status: PA issued. Procurement underway but no arrivals to date. 
. Estimated completion date: February 29, 1956. 


TRANSPORTATION BRANCH 


. Project title: Marine navigational aids rehabilitation. 


Type: Transportation. 
Location: Coast of South Korea. 


. Benefits: Provides for repair and modernization of 50 marine navigational aids 


along the coasts of Korea essential for safe navigation of vessels along Korean 
coast. 


. Estimated total cost: $1,609,200. 
. United States contribution in percent: 45.6 percent: 


Fiscal year 1955 | Fiscal year 1956 


Ep NASB tnncnnanewnben en oe utns ican eabedekeqanwmaennie GRRE GIP Binks citiieonscans 
(6) Counterpart 
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5. Local contribution in percent: 54.4 percent: 








Fiscal year 1955 | Fiscal year 1956 





$175, 000 


(6) Other 290, 000 


Td deel aticeten! | $150, 000 





6. Engineering cost: None. 

7. Status: Procurement in the hands of GSA through the United States Coast 
Guard. PAs have been issued. No other information available. One 
KCAC marine specialist and one ROK lighthouse engineer to go to Wash- 
ington to assist United States Coast Guard on procurement. Departing 
in October 1955. 

8. Estimated completion date: September 30, 1956. 


TRANSPORTATION BRANCH 


1. Project title: Railroad construction—Spur to fertilizer plant. 
Type: Transportation. 
Location: Extension from Chunju station. 

2. Benefits: Provides for a rail spur to new FOA-funded fertilizer plant in order 
to furnish essential rail transportation to this enterprise. Will provide for 
transportation of construction materials into site; also for delivery of fer- 
tilizer later, as well as continuing supply of fuel. 

3. Estimated total cost: $1,402,000. 

4, United States contribution in percent: 99.8 percent: 


| 
Fiscal year mre year 1956 


Ne een nen ene eee $350, 000 | seers alee sarehiote 
I alae Dol ace | $1, 050, 000 


5. Local contribution in percent: 0.2 percent: 


| 
Fiscal year 1955) Fiscal year 1956 


I ck de kdicate Ria ci aianin eeinieaukine 


$2, 000 


. Engineering costs: $2,000 (local) (included in local labor costs). 
Status: PA issued. No procurement action started by OSROK. 
. Estimated completion date: June 30, 1956. 


OND 


TRANSPORTATION BRANCH 


1. Project title: Small shipyard rehabilitation—Han’guk, Pusan. 
Type: Transportation (small enterprises). 
Location: Pusan. 
2. Benefits: Provides equipment and machinery to expand and modernize this 
small shipyard, part of the overall development of the maritime industry. 
3. Estimated total cost: $344,118. 
4. United States contribution in percent: 46.7 percent: 


| | 
|Fiscal year 1955| Fiscal year 1956 


a d | ee ee 
an esin pip ieicnin ions | Fcncs caked $12, 000 
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Local contribution in percent: 53.3 percent: 


Fiscal year 1955)Fiscal year 1956 


a cig eh cs au ieaead neve amie naan snahabinlobiaadlaich $60, 000 $60, 000 
areca aac inisianinsenctarpienenningdunhintinie 26, 250 2,118 
I RON ot kgm waa i-mate a cn npn ned Gace ins 15, 000 20, 000 


Engineering costs: None. 
Status: PA issued. 
Estimated completion date: March 31, 1956. 


TRANSPORTATION BRANCH 


. Project title: Small shipyard rehabilitation—Taeyang Shipbuilding Co., Yosu. 


Type: Transportation (small enterprises). 

Location: Yosu. 

Benefits: Provides equipment and machinery to expand and modernize this 
small shipyard, part of the overall development of the maritime industry. 

Estimated total cost: $143,400. 

United States contribution in percent: 31.6 percent: 





Fiscal year Fiscal year 
1955 1956 
eS SO > ——_—— | en ee 
CO a sia teal ashes aca auc lap mr eceacmsch es onda Sab evinces easiness | $42, 500 l<tncenaitoewmaae 
Caen i ses caccisdin een gecmininm Kime oiomeec satis Sd tanta aeabede | $2, 890 


a | 


Local contribution in percent: 68.4 percent: 





Fiscal year 


Fiscal year 
| 1955 
| 





1956 
a I ois seiscascrh toh sain cd os ia i legs ease esi-a ns 0 Nova wcaiteinans $25, 000 $30, 000 
(0) Gesn contribution. 2. onc cece cnceccscnnces esa tote sa'euibuaiecameeeaioas 7, 500 510 
I RU asta pick eesscnaer tai oeiininelia ani ans bisauncesacmersee siesta 15, 000 20, 000 





Engineering cost: None. 
Status: PA issued. 
Estimated completion date: March 31, 1956. 


TRANSPORTATION BRANCH 


Project title: Port and harbor rehabilitation. 

Type: Transportation. 

Location: Ports: Hanjin, Moochangpo, Aeyun-Do, Changhang, Kunsan, 
Uchungdo, Nungyungdo, Yundo, Mokpo, Yosu, Lalodo, Pungnam Chang- 
chaedo, Cyukpajin, Uido, Dachuksan-Do, Cheju, Mosulpo, Sungsanpo, 
Whasoon, Sukypo, Pusan, Samchunpo, Tongyung, Changsungpo, Bang- 
ujin, Kosung, Koje, Chintong, Tangdong, Sunso, Sungpo, Pohang, Gampo, 
Koolyungpo, Kangkoo, Chuksan Chumboo, Chudong, Mukho, Hoopo, 
Chukbyun, Coomoonjin, Imwon., 

Benefits: Provides for harbor construction and rehabilitation (piers, break- 
waters, etc.) in 52 Korean ports, including provision for 19 warehouses 
in 5 of the key ports. 

Estimated total cost: $20,693,837 (estimated). 

United States contribution in percent: 97.3 percent: 





Fiscal year 1954 | Fiscal] year 1955 | Fiscal year 1956 


inp abana cinte tail cabal | 


| 
[0b RMON Gs Settee abe eee aad | $2, 212, 000 | $500, 000 $663, 500 
(6) Counterpart....... ic icda hin ai isan | cinta noiaiea an 1, 993, 137 14, 780, 200 
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5. Local contribution in percent: 2.7 percent: 





Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 








eo ate or gas rate in aces bclgnciband $25, 000 $25, 000 $25, 000 
tice naanagnledibawannienskweninasese 150, 000 160, 000 160, 000 





es 


6. Engineering costs: $470,000 (local). Included in local labor costs. 

7. Status: 43 percent arrivals, 26 percent installation as of September 30 on 
overall project. 

8. ilineied <ompintion date: June 30, 1957. 


TRANSPORTATION BRANCH 


1. Project title: KNR freight sheds and warehouses. 
Type: Transportation. 
Location: Principal stations on KNR outside Pusan perimeter. 

2. Benefits: Provides for procurement of 12 prefabricated steel warehouses and 2 
freight sheds, and materials necessary for erection. Warehouses needed at 
key stations on KNR. Much transportation capacity is now limited by ware- 
house facilities and much damage now accrues to goods in transit. Both 
conditions are expected to be relieved with additional warehouses. 

3. Estimated total cost: $516,000 (estimated). 

4. United States contribution in percent: 98.8 percent: 





; 
a year 1955| Fiscal year 1956 


iia cae kidilesavnid cn hanebabbeurariababhnecss | $255, 000 |....-- aiden 
ie IN base ocewae can he eawneargnan arid eiveemear en eiieakaswoees $255, 000 


5. Local contribution in percent: 1.2 percent: 





Fiscal year 1955) Fiscal year 1956 


a ae cactlacniicnininapiaaings 
i EOE o.oo conc camasnenenonaeenceiman $4, 000 $2, 000 


Engineering costs: $6,000 (local). Included in local labor costs. 
Status: PA issued June 1955. No procurement action taken by OSROK. 
Estimated completion date: July 31, 1956. 


ad al ad 


TRANSPORTATION 


1. Project title: KFC warehouses. 
Type: Transportation. 
Location: At the 20 most important KNR stations outside the Pusan 
perimeter. 

2. Benefits: Provides for procurement of cement and 35 prefabricated steel ware- 
houses to restore to Korea forwarding companies some 19,600 square meters 
of warehouse space in 20 Korean towns. Much transportation capacity is 
now limited by warehouse facilities and much damage now accrues to goods 


in transit. Both conditions are expected to be relieved with additional 
warehouses. 


3. Estimated total cost: $589,059 (estimated). 
4. United States contribution in percent: 85 percent: 





! 
Fiscal year | Fiscal year | Fiscal year 
1954 1955 1956 
rs Un tu he ode eames e Cac babok en ebb abebandnchoessaenusnie te 





ey catenin bkdcdeues ee a eo aR 





ae Oe Oa SS —( Pe 
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. Local contribution in percent: 15 percent: 





Fiscal year | Fiscal year} Fiscal year 
1954 1955 1956 











CARER COMIEIRIIOER, orca rincccicccciannnsawsienendnaseniecewane | ptenneee ees $52, 500 $35, 859 





. Engineering costs: $11,780 (local). Included in local labor costs. 
. Status: Bids received in OSROK August 1955. At evaluation conference 


September 1955 all bids were rejected despite United States technical recom- 
mendation that at least two bids met the specifications. Matter still under 
consideration by OEC as to action to be taken. 


. Estimated completion date: December 31, 1956. 


TRANSPORTATION BRANCH 


. Project title: Streetcar rehabilitation and used streetcars. 


Type: Transportation. 
Location: Seoul, Yongdongp’o, and Pusan. 


. Benefits: Provides for rehabilitation of 56 streetcars and purchase of some 


89 used streetcars from the United States to improve urban transit in these 
cities. This FR is a step toward restoring the street railway transporta- 
tion capacity, but due to fund limitations does not cope with the increased 
needs for city transportation under crowded postwar conditions. 








3. Estimated total cost: $1,272,597 (estimated). 
4, United States contribution in percent: 
Fiscal year Fiscal year 
1955 1956 
MN icin a loa ninindig job aieasibiunn Seana a ones menrs ween | 765, 000 $180, 000 
(6) Counterpart_--.--.. nes nal insaedneibantia 4 vciemnleastdpeiceitiasave setliemiare aniemewe fev ccnentonenstee 140, 760 
5. Local contribution in percent: 
Fiscal year Fiscal year 
1955 1956 
I III io is iia isin eigen ee sina wnmactieinie $135, 000 $51, 837 


$e 


. Engineering costs: $10,000 (local). Included in local labor costs. 


Status: PA’s issued against the 1955 program. Project proposal has gone 
to Washington on 1956 program. 


. Estimated completion date: 


Fiscal year 1955 project: Sept. 30, 1956. 
Fiscal year 1956 project: June 30, 1957. 


TRANSPORTATION BRANCH 


. Project title: Pusan Iron Works. 


Type: Transportation (small enterprises). 

Location: Pusan. 

Benefits: Provides machine tools and other equipment to rehabilitate and ex- 
pand this plant. 

Estimated total cost: $7,286,000 (estimated). 


. United States contribution in percent: 24.9 percent: 


Fiscal year Fiscal year 
1955 1956 
RE re 2 aes dems neekenannd Oe OR OG ho icoecceens 


Un So 0 to oo ae ace gaee amma aaeaEeeneaee $115, 600 
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5. 


mo 








Local contribution in percent: 75.1 percent: 
l v 
Fiscal year Fiscal year 
1955 1956 
ey — TT 
a $900, 000 $950, 000 
No ues cenennbcodeeckakunecenawanse aa 300, 000 20, 400 
CTE noe spouanseiteunmeduetee 1, 600, 000 | 1, 700, 000 





Engineering cost: None. 
Status: PA issued. 
Estimated completion date: March 31, 1956. 


TRANSPORTATION BRANCH 


. Project title: Cargo vessels and equipment. 


Type: Transportation. 

Benefits: Provides for the procurement of the maximum number of fishing 
and small cargo vessels of various types within the amount of available funds, 

Estimated total cost: $7,300,000 (estimated). 

United States contribution in percent: 41 percent: 


| | 
| Fiscal year 1954 Fiscal year 1955 | Fiscal year 1956 


(a) Dollar 
Local contribution in percent: 59 percent: 


| | 
| Fiscal year 1954 Fiscal year 1955 Fiscal year 1956 











$900, 000 


Se Sie ncnan cheese nwamiinn manne 900, 000 2, 100, 000 


Ye SS SE nese On ae ee ee ee | ae | $400, 000 





Engineering costs: None. 

Status: Four small cargo vessels under construction in Hong Kong. No 
deliveries yet. Negotiations in progress on balance. 

Estimated completion date: June 30, 1956 


TRANSPORTATION BRANCH 


Project title: Railway construction to KA training center (Kangkyong Yun- 
mundae). 

Type: Transportation. 

Location: Kangkyong to Yunmundae. 

Benefits: Provides for construction of a 10.2 kilometer rail spur to Korean 
Army training center No. 2. Militarily necessary for troop and supply 
transportation. 

Estimated total cost: $901,000 (estimated). 

United States contribution in percent: 98.8 percent. 


Fiscal year 
1955 


Fiscal year 
1956 


| 
I occa aha eanccenis ds Sat elaine neniedeeies ohdaeabpieoee | $240, 000 |. -- 








ET a nied tctnth nine donisiein eine retiead a a $650, 000 
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5. Local contribution in percent: 1.2 percent. 








Fiscal year | ¥ Fiscal year 
1955 1956 
sal ile ie ag aa a 
ey et ss eee sein Aintaccacs cccccucnent $7, 000 =. 





Engineering costs: $11,000 (local). Included in local labor costs. 
Status: PA issued. No procurement action started. 
Estimated completion date: June 30, 1956. 


er? 


TRANSPORTATION BRANCH 


1. Project title: Narrow gage freight cars (100). 
Type: Transportation. 
Location: Inch’on—Suwon—Yosu Line of Korean National Kuuway. 
2. Benefits: Provides additional badly needed narrow gage rolling stock for 
these 2 narrow gage lines. Total of 100 cars, 50 each boxcars and gondolas, 





3. Estimated total cost: $333,717 (estimated). 
4. United States contribution in percent: 100 percent: 
a —$—__—____ 
Fiscal year | Fiscal year 
1954 1955 
a 3 athe : ini 3 
(a) Dollar- Sas Noe BAR Woe as oe a ania lo a eeanone (nesses Ni Ss... 
Pee NIG Sagan 8 tee op chacane oak da ceupanvescupdcabataoades ieee: | $33, 717 
5. Local contribution in percent: 0 percent. 
6. Engineering costs: $10,000 (US). Included in local labor costs. 
7. Status: All car components arrived in February 1955, except some spare parts 


which arrived by the end of May. Erection completed in April 1955. 
Cars now in service. 
8. Estimated completion date: Completed. 


TRANSPORTATION BRANCH 


1. Project title: Small shipyard rehabilitation—Han’guk Shipbuilding Co., 
Kunsan. 
Type: Transportation (small enterprises). 
Location: Kunsan. 
2. Benefits: Provides equipment and machinery to expand and modernize this 
small shipyard, part of the overall development of the maritime industry. 





3. Estimated total cost: $143,400 (estimated). 
4. United States contribution in percent: 31.6 percent: 
Fiscal year | Fiscal year 
1955 | 1956 
si ndash haiti cic sade eaten 
Wey i ac chek cae xcn mumbo nk eset utnsiceccaucubesuanase “a $42, 500 | sake 
far SOG: ccs nh rcidb apananieaenpbbaakuAvwkad debs wegn auras 


Tp siiediinsibsiade suds doa dedarsndlidedeaahe | $2, 890. 


5. Local contribution in percent: 68.4 percent. 





| Fiscal year Fiscal year 


| 
1955 ae 1956 
5 re 
i a a a SE Os el $25, 000 | $30, 000 
(6) Cash contr ibution..-_- Gimsn wnedatipsitettaia widkdiutasdie 7, 500 510 
SNS float asian Ei at cercddaeeuens emma piawaa seh ve skouse wen 15, 000 20, 000 





6. Engineering costs: None. 
7. Status: PA issued. 
8. Estimated completion date: March 31, 1956. 
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TRANSPORTATION BRANCH 


. Project title: “Bunker C’”’ fuel oil storage facilities. 


Type: Transportation, 
Location: Ulsan. 


. Benefits: Will provide storage facilities for bunker C fuel oil to be used as fue} 


in the boilers at 3 new thermal powerplants now under construction with 
FOA funds. 


3. Estimated total cost: $460,000. 














ee . r Fiscal year 

4. United States contribution in percent: 54.3 percent. 1956 
I a ee tas im niin $250, 000 

5. Local contribution in percent: 45.7 percent. 
i a ee naeuaaum 180, 000 
I a a a a lla pi inh fs icin 30, 000 

6. Engineering costs: None. 

7. Status: PPA forwarded to OEC. 

8. Estimated completion date: December 31, 1956. 

TRANSPORTATION BRANCH 
1. Project title: Railroad construction, Chomuch’on, Unsong (Mo’ng Yong). 
Type: Transportation. 
Location: Between Chomuch’on and Unsong. 

2. Benefits: Provides standard-gauge rail connection between main system of 
Korean National Railway and important Unsong coal mine, replacing 
inadequate and deteriorated narrow gauge system. Will allow transporta- 
tion capacity for expansion of Unsong coal mine with resultant benefit to 
Korean economy. 

3. Estimated total cost: $2,490,065 (estimate). 

4. United States contribution in percent: 98.3 percent: 

Fiscal year Fiscal year Fiscal year 
1953 1954 1955 
a ie i ceed Dee aeN eR wed kubine eaemaaannee $477, 000 
SP SE Giscma.cunesddteiensehsascuee ane nenmeoe $1, 540, 994 429, 071 

5. Local contribution in percent: 1.7 percent: 

Fiscal year Fiscal year Fiscal year 
1953 1955 
Supervisory engineering - .........------------ $24, 000 $14, 000 $5, 000 

6. Engineering costs: $157,000 ($43,000 local, $114,000 United States) Included 
in local labor costs. 

7. Status: No arrivals as of September 30, yet construction is 100 percent com- 
plete utilizing local and borrowed materials. Materials arriving on this 
project will be utilized to repay this borrowed material. 

8. Estimated completion date: Complete. 


TRANSPORTATION BRANCH 


. Project title: Railway communications rehabilitation. 

Type: Transportation. 

Location: Throughout Korea National Railway system. 

. Benefits: Provides for partial rehabilitation of the Korea National Railway 
communications system. Essential to operational control. 

. Estimated total cost: $416,600 (estimate). 
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. United States contribution in percent: 99.3 percent. 





| Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 
| 





(a) Dollar 
Be Nits ac eiearnigpcinleinniciciethnnan anneal 


sbceuieiebphaiee ne $173, 600 








Supervisory engineering .....................- | $2, 000 pcsauscnaceel $1, 000 


Engineering costs: $3,000 (local). Included in local labor costs. 
Status: 12 percent arrivals, 0 percent installation as of September 30. 
Estimated completion date: June 30, 1956. 


Remarks: Supervisory engineering paid from Korea National Railway normal 
budget. 


(Fiscal year 1954) 


COMMUNICATIONS BRANCH 


. Project title: Telephone poles, 


Type: Communications. 

Location: Korea. 

Benefits: This project provides creosoted wood poles for the rehabilitation of 
existing power and communication lines; and for the construction of new 
power and communication lines. 

Total cost: $780,096. 

United States contribution: 100 percent: 








| | 
| Fiscal year | Fiscal year | Fiscal year 
| 1954 1955 1956 
Pee ee a 
NN iain cemahiiGibupeaipanncip hic | $000,000 |-.-.-----22--2-3-|onnenn-nsane-ann 
NN Gian ominbasceidnasceh unde nkbalcnueywackons sane | $78, 802 | $201, 294 


| 
| | ' 


Note.—Counterpart funds represent only those funds requested by the Ministry of Communi- 
cations and the nationa! police. 
Local contributions: None. 
Engineering costs: None. 
Status: Delivery of materials was completed during January 1955. Instal- 
lation of poles has been hampered by the Ministry of Communications 
shortage of hwan. Installation of 2,849 poles by national police is expected 


to start during October 1955 and will be completed during December 1955. 
Estimated completion date: January 1958. 


CoMMUNICATIONS BRANCH 


. Project title: Seoul Central Telephone Exchange. 


Type: Communications. 

Location: Seoul. 

Benefits: This project provides for the rehabilitation and expansion of local 
telephone facilities for the city of Seoul. Upon completion of this project, 
central office equipment capable of handling: approximately 20,000 local 
lines will be available. This will furnish communications for an estimated 
population of million and a half to 2 million. 

Total cost: $4,651,940 (estimate). 
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4. United States contribution: 98.8 percent. 


| | 
| Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 











a eS | $2, 460, 000 RE 
TRIN Soe a crs eewewwenavedueeon SER ado e ces Seine eo $441, 940 
| j 





5. Local contributions: 1.2 percent. 
| | 
Fiscal year 1954 Fiscal year 1955) Fiscal year 1956 


—_— 











6. Engineering costs: $2,000 (included in local contributions). 

7. Status: Approximately 0.6 percent of materials have been received. Contract 
has been awarded to International Standard Electric Corp.; and manufac- 
ture of components has begun. Ministry of Communications is to rehabili- 
tate Seoul Central Exchange Building by not later than March 1, 1956. 
Installation to begin on March 1, 1956. 

8. Estimated completion date: March 1957. 


COMMUNICATIONS BRANCH 


1. Project title: Telephone cable plant, Seoul. 
Type: Communications. 
Location: Seoul. 
2. Benefits: This project provides for the rehabilitation of the underground and 
aerial local outside distribution telephone cable plant for the city of Seoul. 
3. Total cost: $3,949,996 (estimate). 
4. United States contribution: 99.9 percent: 


| 
| Fiscal year ease Pineal year 1955} Fiscal year 1956 
a a ou ‘ 





| 
ad | iN oc) $1, 000, 000 
RE wanecciwanekabenash<eeoeesewenie 1, 903, 996 


5. Local contributions: 0.1 percent: 


| 
|Fiscal year 1954| Fiscol year 1955) Fiscal year 1956 





6. Engineer costs: $1,000 (included in local contributions). 

7. Status: Approximately 74.6 percent of materials have been received. Mate- 
rials are being procured by the Office of the Chief Signal Officer under De- 
partment of the Army Part Program SEC 60-6-801. Shipment of materials 
to project site continues. Installation will be on a turnkey basis by a United 
States contractor utilizing fiscal year 1956 funds. 

8. Estimated completion date: January 1958. 


COMMUNICATIONS BRANCH 


1. Project title: Telephone maintenance equipment. 
Type: Communications. 
Location: Korea. 

2. Benefits: The purpose of this project is to supply the Ministry of Communica- 
tions with the necessary materials and vehicles for the proper installation 
and maintenance of outside telephone plant equipment. 

3. Total cost: $550.592 (estimate). 





ae 


wm 99 


6. 


— 


> o9 


6, 





“1S? Or 


wm CO 


“Im 


wm CO 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 783 


. United States contribution: 100 percent: 


‘iscal year 1954| Fiscal year 1955| Fiscal year 1956 
\F ly 1954) F ] 1955) F ly 19 


| 

| 
RS Soo oe siiccaccie neces aens renee iv cseateniece cc eecensetees 
CRE incacchbaricasdusacodmaganweanie ne |-------- --| $25, 294 $8, 298 


. Local contributions: None. 
. Engineering costs: None. 
. Status: Being procured by the Office of the Chief Signal Officer under Depart- 


ment of the Army Part Program SEC 60—-6—-802. Approximately 81.5 per- 
cent of materials have been received. Materials are in the process of being 
distributed to subordinate elements of the Ministry of Communications. 


. Estimated completion date: December 1955. 


COMMUNICATIONS BRANCH 


. Project title: Telephone cable plant for Masan. 


Type: Communications. 
Location: Masan. 


. Benefits: This project provides for the rehabilitation of local outside telephone 


cable distribution plant for the city of Masan. 




















. Total cost: $160,254 (estimate). 
. United States contribution: 99.8 percent: 
| Fiscal year Fiscal year Fiscal year 
| 1954 1955 1956 
MINN > oak untae shackahs annwaddnaesecacaus Bh ances cecniis qe hscoerrnpheeemataereasiod 
INES 2s han sasaduuisiacecauededeeadegtaance snunassecien $16, 934 $46, 020 
. Local contributions: 0.2 percent: 
ra Rn $300 


. Engineering costs: $300 (included in local contributions). 
. Status: Material is being procured by the Office of the Chief Signal Officer 


under Department of the Army Part Program SEC 60-6—-803. Republic 
of Korea Ministry of Communications has completed approximately 60 
percent of duct work. Approximately 81.6 percent of materials have been 
received. Project held up for lack of Hwan which has been approved by 
Combined Economic Board, Finance Subcommittee, but not released to 
Ministry of Communications. Project is approximately 15 percent complete. 


. Estimated completion date: June 1956. 


CoMMUNICATIONS BRANCH 


. Project title: Manual switchboard for Masan. 


Type: Communications. 
Location: Massn. 


. Benefits: This project provides for the rehabilitation of the Masan telephone 


central office to provide local telephone service in Masan. 


. Total cost: $120,504 (estimate). 
. United States contribution: 95.8 percent: 


Fiscal year 1054| Fiscal year 1955|Fiscal year 1956 








. Engineering costs: $1,000 (included in local contributions). 


38932— 59 50 
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7. Status: Material is being procured by the Japan Procurement Agency under 


Department of the Army Part Program SEC 60—-6—-813. Contract was 
awarded during April 1955. Delivery of materials rescheduled for arrival in 
Pusan approximately October 1, 1955. Installation can begin upon arrival 
of equipment. Building is available. 

. Estimated completion date: February 1956. 


COMMUNICATIONS BRANCH 


. Project title: Equipment, communications school. 

Type: Communications. 

Location: Seoul. 

. Benefits: This project provides for the rehabilitation of the Ministry of Com- 
munications school for training communications technicians and specialists, 
. Total cost: $52,096 (estimate). 

. United States contribution: 94.2 percent: 


| | 
| Fiscal year 1964 | Fiscal year 1955 | vine Fiscal year 1956 


| 








SN Selisees 5G nninwe has Ree WE Eoenetcnat na case chnnisoncas 
SI on cane dcandnridsuaacenae Sika | Lekilekoweeeunives i $5, 030 | $9, 006 
. Local contribution: 5.8 percent: 
a Ne a aed $1, 000 
ee i he ahh inh aaa bine ebm nam nin emai 2, 000 


. Engineer costs: $1,000 (included in local contributions). 

. Status: Material is ath. procured by the Office of the Chief Signal Officer 
under Department of the Army Part Program SEC 60—6-806. Approxi- 
mately 22.6 percent of materials have been received. Teletypewriter 
equipment, yet to arrive, constitutes a major portion of the project. 

. Estimated completion date: December 1955. 


COMMUNICATIONS BRANCH 


. Project title: Communications, national police. 

Type: Communications. 

Location: Korea. 

. Benefits: This project provides for the rehabilitation of the national police 
communications system, and includes CW radio and wire equipment at 
Korean National Police Headquarters, provincial bureaus, and police stations 
throughout Korea. 

. Total cost: $1,235,142 (estimate). 

. United States contribution: 94.7 percent. 





Fiscal year Fiscal year | Fiscal year 
1954 1955 1956 
| 
a athe lecral csc tlagtnanilons doinimadare anne DIED Drag wh iccirintnaneionkvcweanapeguen 
IIE, oie 0a int adi ol od eae ene ae tekeiademb eek eisel buiincheamenanh $170, 142 
. Local contribution: 5.3 percent: 
ia oie och aie a i Bi Winia anh ae bem $50, 000 
DUNMEINGE.. . 2. .- 5 ~~ 2 - 0 oo 2 - + ------------------ 15, 000 


. Engineering costs: $14,000 (included in local contributions). 

. Status: Equipment is being procured by the Office of the Chief Signal Officer 
under Department of the Army Part Program SEC 60-6-808. Procurement 
of wire equipment was initiate din June 1955. Estimated date of delivery of 
equipment in Korea is December 1955. Approximately 5 percent of radio 
equipment has been received. 

. Estimated completion date: April 1956. 


COMMUNICATIONS BRANCH 


. Project title: Switchboard for Taejon. 
Type: Communications. 
Location: Taejon. 
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. Benefits: . This project provides for the rehabilitation of the manual switch- 
board at Taejon. When completed, this switchboard will have a capacity 
of three thousand subscribers. 

. Total Cost: $400,862 (estimate). 

. United States Contribution: 92 percent: 

















Fiscal year Fiscal year | Fiscal year 
1954 1955 1956 
IN isis istinciacasninheizn po scies ioe uiagusactasnecc le ec enane I se sicscaicentinnimaneel iboamweeciniin 2 
RINE OSes ears Cad un wnmpaabe ne lammabeme cud eunel, - EE IE $56, 862 
. Local contributions: 8 percent: 
NI Rare CR ip nS ee nc aan IL accel asc $2, 000 
laa AR a a ah eee arama em mSe ee $30, 000 


. Engineering costs: $2,000 (Included in local contribution). 

. Status: Material is being procured by the Office of the Chief Signal Officer 
under Department of the Army Part Program SEC 60-6-804. Department 
of the Army has not yet advised that contract has been awarded. 

. Estimated completion date: November 1956. 


COMMUNICATIONS BRANCH 


. Project title: Local distribution, telephone cable plant for Taejon. 

Type: Communications. 

Location: Taejon. 

. Benefits: This project provides for the rehabilitation of the local distribution 
telephone cable plant for Seoul. 

. Total cost: $356,890 (estimate). 

. United States contribution: 99.8 percent: 








| | 
Fiscal year 1954) Fiscal year 1955/ Fiscal year 1956 


BE aint acinacnenautlanbaneinleon BEAU Fasc eccannsace pibkeibaes seas ia iigaee 
Counterpart. - ---- asin et: cin anesb chen Sy elise isco Ni cite coos loon $28, 738 $148, 652 





. Local contribution: 0.2 percent: 


Ng ee Sa aN ia a a aa ia $500 
. Engineering costs: $500 (included in local contribution). 

. Status: Material is being procured by the Office of the Chief Signal Officer 
under Department of the Army Part Program SEC 60—6—-805. Approxi- 
mately 36.6 percent of materials have been received. Additional materials 
must be received before installation can begin. 

. Estimated completion date: December 1956. 


(Fiscal year 1955) 
COMMUNICATIONS BRANCH 


. Project title: Radio telegraph facilities (domestic). 

Type: Communications. 

Location: Korea, 

. Benefits: The purpose of this project is to rehabilitate and restore the domestic 
radio telegraph system within the Republic of Korea. This radio telegraph 
system provides an emergency means of communications in a country where 
the long distance telephone lines to remote areas are either nonexistent, or 
where available, are subject to numerous types of interruptions. In addi- 
tion, there are a number of islands to which radio telegraph is the only means 
of communications. 91.9 percent. 

. Total cost: $249,162 (estimate). 
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4. United States contribution: 91.9 percent. 





Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 

















era ee eee I DAUR i os cae Sa 

CE en cee cima oa e ae See $58, 162 
5. Local contributions: 8.1 percent. 

Nee ee 5 ri nna moae ae $6, 000 

Ue ear nee Sr et te ce 14, 000 


6. Engineering costs: $6,000 (included in local contributions). 

7. Status: Material is being procured under Department of the Army Part Pro- 
gram SEC 60-6-815. Approximately 16.1 percent of the materials have 
been received. 

8. Estimated completion date: June 1956. 


CoMMUNICATIONS BRANCH 


1. Project Title: Telecommunications inside plant equipment. 
Type: Communications. 
Location: Kangnung, Wonju, Pohang, Iri, Kwangju and Sunchon. 

2. Benefits: This project provides for the rehabilitation of 6 of the 10 major 
telephone toll centers in Korea. The additional four toll centers were 
existing or are being rehabilitated by fiscal year 1954 projects. This project 
will assist greatly in establishing the minimum countrywide toll network 
required for an effective integrated telecommunications system. 

3. Total Cost: $3,034,274 (estimate). 

4. United States Contribution: 96.3 percent. 








Fiscal year | Fiscal year | Fiscal year 
1954 1955 | 1956 
a ees $2, 571, 000 De ke 
ea ae ta cated canhaalieemeneweeenuns | Salemi hase liad $351, 274 
5. Local Contributions: 3.7 percent. 
ee ee ee ceca cack cwsie $12, 000 
Ee EEG 2 a ee ee pea 100, 000 


6. Engineering costs: $12,000 (included in local contributions). 

7. Status: Material is being procured under Department of the Army Part 
Program SEC 60-6-817. 

8. Estimated Completion Date: September 1957. 


COMMUNICATIONS BRANCH 


1. Project title: Telecommunications Outside Plant Materials. 
Type: Communications, 
Location: Korea-wide. 

2. Benefits: The purpose of this project is to provide the Republic of Korea 
Ministry of Communications with outside plant materials in sufficient 
quantities to restore a major portion of their primary toll circuits connecting 
its main geographical telephone toll centers at Seoul, Pusan, Taejon, Taegu, 
Kangnung, Sone, Pohang, Iri, Kwangju, and Sunchon. 

3. Total cost: $2,187,058 (estimate). 

4. United States contribution: 99.9 percent. 











Fiscal year | Fiscal year Fiscal year 
1954 1955 | 1956 
é Sind ie - 
RIE oon a cee cict end nedcansecnnnstdednnwensessaluStergunesne-<- | $1. 300, 000 | iniieiccn esa 
TS ci nn netinkineenedan hb heclamiweneewannlinente seis | Rane eaesate $885, 058 





“Im 
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Local contributions: .1 percent. 
PM es oon nee aera es elu oa bakk sa adtenannunmea: See 


. Engineering costs: $2,000 (included in local contributions). 
7. Status: Materials to be procured by the Department of the Army. Engineer 


items have been included on Department of the Army Part Program SEC 
60-4—825. The Department of the Army Part Program for communications 
items has not been received as yet. 


. Estimated completion date: November 1957. 


COMMUNICATIONS BRANCH 


. Project title: Radio telephone terminal facilities. 


Type: Communications. 
Location: Seoul. 


. Benefits: The purpose of this project is to provide equipment and installation 


material for terminal control facilities on four radio telephone circuits 
terminating in Seoul. This terminal equipment will provide improved 
overseas telephone circuits and will make it possible to place overseas 
telephone calls from local telephones. 


. Total Cost: $107,542 (estimate). 
. United States contribution: 87.9 percent: 


| | 











| 
aaa a aie arabs tacsiniote a eiainierineeibes oe. 0 BONN cass sp naonunnes 
REE Loa a | ey ee |-n--2---2-202-+ $9, 542 
. Local contribution: 12.1 percent: 
ne Nc es he ee $1, 000 
MUR NI  ea ea a N ose Sa ea iac res ne ga 12, 000 


. Engineering costs: $1,000 (included in local contribution). 
. Status: Equipment for this project is currently being procured in the United 


States. Delivery of this equipment is presently scheduled for third quarter 
of fiscal year 1956. 
Estimated completion date: June 1956. 


COMMUNICATIONS BRANCH 


. Project title: Coastal radio facilities. 


Type: Communications. 
Location: Inchon, Kunsan, Mokpo, Pusan, Kangnung, and Ulnungdo. 


. Benefits: The purpose of this project is to provide equipment and installation 


material for the reactivation of six coastal radio stations operating in the 
marine radio service. This coastal radio net will provide for telegraphic 
communications, dissemination of Weather and hydrographic information 
and coverage of distress traffic with vessels in the ocean areas around Korea. 


. Total cost: $190,250 (estimate). 
. United States contribution: 35.9 percent: 














| 
Fiscal year Fiscal year | Fiscal year 
1954 1955 1956 

ok Ng | ae 8 hs 2 
RENN Roa. 520s le tnaccdaccacracessncdewuel desbadaneuneose= bei iete oetoeadian $18, 250 

\ | 

. Local contribution: 64.1 percent: 

i Se hg cel tenths $2, 000 
i le a a a rt eects aes 120, 000 


. Engineering costs: $2,000 (included in local contribution). 

. Status: Commercial type equipment will be procured through Department of 
the Army part program SEC 60-6-816. Available information indicates 
that supply action is pending on all items included in this project. 

Estimated completion date: April 1956. 
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(Fiscal year 1956) 


CoMMUNICATIONS BRANCH 


. Project title: Telecommunications cable and open wire equipment. 


Type: Communications. 
Location: Korea. 


. Benefits: Fiscal year 1954 and 1955 projects provided for the rehabilitation of 


10 telephone central offices and the interconnecting of these central offices, 
This project provides for interconnecting vital industrial cities and ports to 
their respective toll centers. 


. Total cost: $3,816,000 (estimate). 
. United States contribution: 99.9 percent: 














Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 
a ae nen pentane aiarneaneaasinnee $1, 682, 000 
ERIE ile Gh ddsvcotencdcenkdcacucccesuselsseb i achedsoanedincuweccatenecsan 2, 131, 000 





Note.—A portion of fiscal year 1956 counterpart funds will be expended in fiscal years 1957 and 
58. 


. Local contribution: 0.1 percent: 


Neen ee ee cea bane aah aneciie mie $3, 000 


. Engineering cost: $3,000 (included in local contributions). 
. Status: It is estimated that the equipment for this project will start arriving 


in Korea about November 1956. Approximately 24 months will be required 
for the installation of equipment. 
Estimated completion date: December 1958. 


COMMUNICATIONS BRANCH 


. Project title: Telephone central office terminal equipment. 


Type: Communications, 

Location: Korea. 

Benefits: Fiscal year 1954 and 1955 projects provided for the rehabilitation 
of 10 major telephone central offices and the interconnecting of these central 
offices. This project provides for the restoration of central office terminal 
equipment at vital industrial cities and ports. 


. Total cost: $811,000 (estimate). 
. United States contribution: 94.7 percent: 





Fiscal year 1954| Fiscal year 1955) Fiscal year 1956 


sali cece dcecadeces dail evsieginsek pais est etic Aedeig el aang sin sehdlndeita i stecaieitecicst gs ests tina $608, 000 
Ett al cunnn heck noninnende rhc tl smiiiesss bpubeawpimunth seueubotes 160, 000 





Note.—A portion of fiscal year 1956 counterpart funds will be expended in fiscal years 1957 and 
1958. 


. Local contributions: 5.3 percent: 


I a hs cata ce ep elon $3, 000 
i a a a ne Gs tb ta ls wa nm sie 40, 000 


. Engineering costs: $3,000 (included in local contributions). 
. Status: It is estimated that the equipment for this project will start arriving 


in Korea about November 1956. Approximately 18 months will be required 
for the installation of equipment. 


. Estimated completion date: June 1958. 


COMMUNICATIONS BRANCH 


. Project title: International radio stations, rehabilitation. 

Type: Communications. 

Location: Seoul. 

Benefits: This project provides all material required to rebuild antenna and 
transmission lines at the Pupyong transmitting station and the Kwang- 
chong-ri receiving station. Completion of this project will improve the 





~10> 
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quality of international telecommunications and, in turn, will assist in the 
economic recovery of the Republic of Korea. 

3. Total cost: $369,050 (estimate). 

4. United States contribution: 66.9 percent: 





| 


Fiscal year 1954) Fiscal year a year 1956 
| 


| 
| 


anew — 

Dollar - - -- | 
See a 95, 050 
| 


iaalctien ieighinihitea kiiesishiiastiaiae eines pelicbaanh Needs sae $152, 000 
Counterpart 


Note.—A portion of fiscal year 1956 counterpart funds will be expended in fiscal year 1957. 
5. Local contribution: 33.1 percent: 


NN ee RS ee Te a ata tli rear alas $2, 000 
RNIN Se i Rh ae eS oS NS Smetana 120, 000 
Engineering costs: $2,000 (included in local contributions). 
Status: It is estimated that the materials for this project will arrive at Inchon, 
Korea, by June 1956. Construction of this project by the Republic of 


Korea Ministry of Communications will start immediately after receipt of 
materials. 


8. Estimated completion date: March 1957. 


STS 


COMMUNICATIONS BRANCH 


1. Project title: Telephone and telegraph exchange equipment. 
Type: Communications. 
Location: Korea. 

2. Benefits: Fiscal years 1954 and 1955 projects provided for the rehabilitation 
of 10 major telephone central offices and the interconnecting of those 
central offices. This project provides central-office equipment for the 
rehabilitation of various secondary toll centers within major telephone toll 
centers. 

3. Total cost: $327,500 (estimate). 

4, United States contribution: 93.1 percent: 


Fiscal] year 


Fiscal year Fiscal year 
1954 


1955 | 1956 





iepieieie a 


re ht Wee BIO Ak ir Tea teh al Bah dE Dea ataecoeuleey $252, 000 
SN aoccaibagacddunkcksndeimecuners | atthe etter ¥ vides nls does 53, 000 


Note.—A portion of the fiscal year 1956 counterpart funds will be expended in fiscal year 1957 
and fiscal year 1958. 


5. Local contributions: 6.9 percent: 


Ne ac Ta a Mt $2, 500 
I a Sinn Cae ie ed 20, 000 


. Engineering costs: $2,500 (included in local contributions). 

Status: It is estimated that the equipment for this project will start arriving 
in Korea about November 1956. Approximately 13 months will be required 
for the installation of equipment. 

8. Estimated completion date: March 1958. 


“Im 


COMMUNICATIONS BRANCH 


1. Project title: Radio: Weather, press broadcast, and monitoring. 
Type: Communications. 
Location: Seoul. 
2. Benefits: The purpose of this project is to provide the necessary equipment 
to reestablish radio facilities for dissemination of weather and press in- 
formation and for monitoring Korean radio stations, which are controlled and 
regulated by the Ministry of Communications. 
3. Total cost: $191,000 (estimate). 
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4. United States contribution: 98.4 percent: 


sa ca he 
lr iscal year 1954) Fiscal year 1955) F iscal year 1956 





I ee easebiweasa sul annoc sein cael 33, 000 


ee a | a a a i Se $155, 000 


Note.—A portion of the fiscal year 1956 counterpart funds will be expended in fiscal year 1957 


5. Local contributions: 1.6 percent: 
I a a Se $1, 000 
Neen a cena a mikes Wie adr mahi 2, 000 
6. Engineering costs: $1,000 (included in local contributions). 
7. Status: Materials for this project are expected to arrive in Inchon, Korea, by 


June 30, 1956. Installation of equipment by the Republic of Korea 
Ministry of Communications will start immediately after receipt of the 
materials, 

8. Estimated completion date: May 1957. 


COMMUNICATIONS BRANCH 


1. Project title: Radio: Test, maintenance, and spare equipment. 

Type: Communications. 

Location: Korea. 

Benefits: The equipment obtained under this project will enable the Republic 
of Korea Ministry of Communications personnel to perform adequate main- 
tenance on their radio systems, both domestic and international. 

3. Total cost: $80,682 (estimate). 

4. United States contribution: 98.7 percent: 


to 





| 


| 

| Fiscal year 1954!Fiscal year 1955) Fiscal year 1956 
| 

| 





I ies Si a Oa j $48, 000 
Teen Ten Ten ee eet Sree ee barca. ta 31, 682 





on 


Local contributions: 1.3 percent: 
eee anaes ee 31, 000 


Engineering costs: $1,000 (included in local contributions). 

Status: Materials being supplied under this project are scheduled to arrive at 
Inchon, Korea, by June 30, 1956. Installation of equipment by the Ministry 
of Communications will start immediately upon receipt of materials, 

8. Estimated completion date: September 30, 1956. 


— 


Pusiic Works 


1. Project title: City water works. 
Type: Public works. 
Location: See remarks. 
2. Benefits: Provides for new construction and rehabilitation of city water plants 
throughout ROK, thereby increasing health and sanitation benefits. 
3. Estimated total cost: $16,055,445. 
4. United States contribution: 85.5 percent: 


Fiscal year | Fiscal year Fiscal year 
1954 | 1955 1956 
_ ieasibiadihebbnicinanitee saint 7 a aan 
i et gS $3, 104, 000 $1, 477, 020 | $486, 000 
TR eek 2 4, 065, 700 900 


3, 879, 500 | 712, 9 
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Local contribution: 14.5 percent: 











Fiscal year Fiscal year Fiscal year 
1954 1955 | 1956 
Sedammad a ee _ = a aaa 
ers | 
i alti ae | $1, 173, 530 $972, 295 | $184, 500 


eae. See ee 


Engineering costs: $192,000 (included in local contribution). 

Status: Fiscal year 1954: Approximately 75 percent of materials have arrived. 
Fiscal year 1955: PA issued, no contracts let. Fiscal year 1956: tentative 
projects. 

Estimated completion date: fiscal year 1954 (November 1955 through June 
1956). 

Remarks: fiscal year 1954: New or rehabilitation projects in 42 cities. Fiscal 
year 1955: New or rehabilitation projects instigated in 6 additional cities and 
continuation of 23 fiscal year 1954 projects. Fiscal year 1956: Continuation 
of 10 fiscal year 1954-55 projects and 3 fiscal year 1955 projects. One ad- 
ditional project to be funded. 


Pusiic Works 


Project title: Street and highway asphalt paving. 

Type: Public works. 

Location: Throughout major cities and provinces of South Korea. 

Benefits: Will provide for economical and rapid transport, reduce consumer 
costs, increase national unity and expand transportation facilities for 
national defense. 

Estimated total cost: $9,088,500. 

United States contribution: 91.9 percent: 











Fiscal year | Fiscal year 
1955 | 1956 
a 
I a sa Bi arcs Ws anni aa ome etbnein a aS icmian anil $1, 044, 200 $400, 000 
Cee ST ics nunca vinnniideun dambiaadimagmbudé Adpmmammrat 5, 040, 300 | 1, 870, 000 
Local contribution: 8.1 percent: 
Fiscal year Fiscal year 
1955 1956 
a 
En AN MEE OP re PC ATS ee | $426, 000 | $308, 000 


Engineering costs: $57,320 (included in local labor costs). 
Status: PA issued, contract let, materials now en route to Korea. 


Estimated completion date: Fiscal year 1955: June 1957; fiscal year 1956: 1958. 
Remarks: 


Pusiic Works 


. Project title: Rehabilitation of drainage structures. 


Type: Public works. 

Location: Throughout 32 major cities of South Korea. 

Benefits: Will prevent flooding of business and residential areas and eliminate 
contamination caused by inadequate storm drainage. 

Estimated total cost: $4,779,975. 

United States contribution, 42.3 percent: 


Fiscal year 1965 
a aces ree geisha $956, 670 
Talc dla echinacea 1, 071, 705 


Local contribution, 57.7 percent: 
i $2, 751, 000 
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> 


. Engineering costs: $40,675 (included in local contribution). 


Status: PA issued, contract awarded. Materials expected to arrive December 
1955. 
Estimated completion date: November 1956. 


Pusuic Works 


. Project title: Rehabilitation and construction of highway bridges. 


Type: Highway transportation facilities. 

Location: Throughout South Korea. 

Benefits: Provides for improved vehicular traffic facilities throughout South 
Korea. 

Estimated total cost: $21,648,600. 

United States contribution, 94.5 percent: 























| Fiscal year Fiscal year | Fiscal year 
| 1954 1955 1956 
fe Se Oe 
eb oe. isc cae Fk pag ET See $2, 861, 600 $1, 401, 200 | $500, 000 
ad 9, 692, 000 4, 563, 400 | 1, 429, 200 
Local contribution, 5.5 percent: 
Fiscal year | Fiscal year Fiscal year 
1954 1955 | 1956 
eg are —— 
(EO ETA eee a ES $915, 500 i $241, 100 | $44, 800 





Engineering costs: $249,600 (included in local contribution). 
Status: 
Fiscal year 1954—-33 completed; 73 under construction. 
Fiscal year 1955—PA issued. 
Fiscal year 1956—Tentative projects. 
Estimated completion date: 
Fiscal vear 1954—1957 (due to a defaulted procurement contract). 
Fiscal year 1955—1957. 
Fiscal year 1956—1958. 
Remarks: 
Fiseal year 1954—122 bridges programed for construction or rehabilitation. 
Fiscal year 1955—91 bridges programed for construction or rehabilitation. 
Fiscal year 1956—28 bridges programed for construction or rehabilitation. 


Puspitic Works 


Project title: Highway and bridge construction equipment. 

Type: Public works. 

Location: Throughout South Korea. 

Benefits: Equipment provides for repair of 15,000 kilometers of streets and 
highways, and for the repair of 1,300 war-damaged bridges. Equipment 
will expedite projects as well as reduce labor costs. 

Estimated total cost: $3,175,000. 

United States contribution: 97.8 percent. 


| 
|Fiscal year 1954) Fiscal year 1956 


(a) Dollar 
(6) Counterpart 


a AANAN aarp aiolie ts minted twmaekaes $2, 460, 000 $300, 000 
icihigiicinaein hd enwsinchingest sins age eilecaeaneindhbke 60, 000 213, 000 
| 
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. Local contribution: 2.2 percent. 


| | 
| Fiscal year 1954) Fiscal year 1956 


NE i sce eiigtnedntnuekidemnawtanheadninbnupighocemen tinea $35, 000 $36, 000 











. Engineering costs: $3,500, included in local contribution. 
. Status: Approximately 60 percent arrivals of fiscal year 1954. Fiscal year 


1956 tentative only. 


. Estimated completion date: Fiscal year 1954, March 1956. Fiscal year 


1956, June 1957. 
Pusuic Works 


. Project title: Rehabilitation of Suwon National Prison, fiscal year 1955. 


Type: Building construction and equipment. 
Location: Suwon, Korea. 


. Benefits: Provides quarters for 800 additional inmates, utilities, mess, and 


shops for personne] rehabilitation through vocational] training. 


. Estimated total cost: $1,350,000. 


. United States contribution: 68.55 percent: Fiscal year 1955 
RN cs Se ls a ih clawed pestis STi oo en macnn $300, 000 
i a as da nic snl val sek dh ak sane wendeniekie 625, 000 

. Local contribution: 31.45 percent: 

i cn uns isn eatin es iceman aiadantaite 1117, 000 
I nse en tn ase abba ici 308, 000 


1 Cost low due to prisoner labor. 


. Engineering costs: $13,500, included in local labor costs. 
. Status: Preliminary drawings completed. Invitations are being sent out to 


bidders. 


. Estimated completion date: December 1957. 


Pusiic Works 


. Project title: Rehabilitation of ROK Government buildings. 


Type: Public works. 
Location: Seoul, Korea. 


. Benefits: Provides for the rehabilitation for more space for offices, industrial 


exhibits, the national police, library, post office, and telephone central 
facilities. 


. Estimated total cost: $1,127,500. 
. United States contribution: 100 percent: 


Fiscal year 


1955 
a 5 celica ca ie wc rig nah sian arid ee eee casio $500, 000 
i arenes nin kinnig- mal eae aieaedn ame we 627, 500 


Local contribution: None. 


. Engineering costs: $10,000. 
. Status: Procurement contracts have been let and some of the material has 


arrived at warehouses. 


. Estimated completion date: February 1957. 


Pusitic WorRKS 


. Project title: Maintenance and repair shop. 

Type: Highway and bridge program. 

Location: Yongdong Po, Seoul. 

. Benefits: Provides a building for maintenance and repair of $2,400,000 of 
heavy equipment and vehicles which will be utilized on reconstruction of 
roads and bridges throughout South Korea. 

Estimated total cost, $58,800. 
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a 


o NOOO 


. United States contribution, 96.5 percent: Piecel year 
a re ie aaa ew oe $12, 600 
Tee i meni atime alee am ome 44, 100 


. Local contribution, 3.5 percent: 


I a are i el neem eames 2, 100 


. Engineering costs: $2,100. Included in local labor costs. 
. Status: Building has been erected. Installation of benches and stalls have 


not started. 


. Estimated completion date: December 1955. 


Remarks: Steel framing for this building was donated by American Korean 
Foundation. It is estimated to cost $12,600. 


Pusiic Works 


. Project title: Tools and maintenance equipment for repair shop. 


Type: Highway and bridge program. 
Location: Yongdong Po, Seoul. 


. Benefits: Tools and equipment provides for repair of $2.4 million of heavy 


equipment and vehicles. 


. Estimated total cost: $140,000. 
. United States contribution: 100 percent. 


Fiscal year 1956 


SE ee eee ee ee ee $115, 000 
aa rari cece man ati dns en Aplidi ahd tesieiaigl 25, 000 


. Loeal contribution: None. 
. Engineering costs: None. 
. Status: Deliveries are scheduled to arrive between November 1955 and 


January 1956. 


. Estimated completion date: March 1956. 


Remarks: Labor cost will be absorbed in highway and bridge construction 
budget which will be counterpart. 


Pusiic Works 


. Project title: Rehabilitation of Republic of Korea city and provincial buildings, 


fiscal year 1956. 
Type: Building construction. 
Location: Kyonggi Do, KYongsang Pukto, Kyongsang Namdo, Cholla Namdo. 


. Benefits: Provides necessary office space for city and provincial officials. Will 


release school and private buildings now occupied by public officials. 


3. Estimated total cost: $750,500. 

4. United States contribution: 80 percent: ve 
le sls ace tigniaee $300, 000 
I ot eat eaemneee 300, 500 

5. Local contribution: 20 percent: 


i 


6 
7. 
8 


a io Ludi we Sintered ed 1 $150, 000 
This is 20 percent of total cost to be paid by the local government concerned. 


. Engineering costs: $13,000. Included in local labor costs. 


Status: Proposed as fiscal year 1956 budget is still tentative. 


. Estimated completion date: None. 


PowER BRANCH 


. Project title: Rehabilitation of Yongwol and Tangin-Ri thermal powerplants 


and substations (subproject A). 

Type: Electrical power generation and transmission. 

Location: Tangin-Ri and Yongwol. 

Benefits: Provides for the rehabilitation of Yongwol and Tangin-Ri thermal 
powerplants and substations to give maximum dependable power generation 
and transmission. 

Total cost: $2,110,150 (estimated). 
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United States contribution: Fiscal year 1955 


POR OOGn oon ese nnn nescewenvccswesconncescccesecesos 95. 3 

i into tld as Sen shin np No isd se int tennenies $1, 460, 150 

INN tin i si ith np itn st Stn tp snc $552, 500 
Local contributions: 

NR ae a dh aaa al le a 4.7 

RR ae iatin dienes tania a tate tina arate epalintian meee teen diteeteaaiies $97, 500 

et a a he None 


Engineering costs: Stated separately in technical services report, and provided 
for in PA 5318 and PA 4329. 

Status: PPA written, OEC Korea approved, and by the appropriate ministries 
of the Republic of Korea. 

Estimated completion date: December 1958. 


Nore. (1) Item 4, United States contributions; counterpart $552,500 is shown 


as a part of fiscal year 1956 analysis; however, it will not be required until fiscal 
year 1957. 


PowER BRANCH 


. Project title: Rehabilitation and construction of overall transmission system 


(subproject—B). 
Type: Electrical power transmission. 
Location: South Korea in general. 


. Benefits: Provides for the rehabilitation of overall transmission system to give 


the maximum transmission of demand power generation. 


. Total Cost: $4,475,000 (estimated). at 

. United States contributions: F ew 
NN Fh sa NS a Ne 95. 0 
NN ha i ig esa) eset, bo bate vacates $3, 000, 000 
an oa aeceests tala Sanco dostacgn-oo 42 thos aes aoe oan elites $1, 253, 750 

Local contributions: 

i ll a ce Rass 5. 0 
a a a a i a Ni alae ee en $221, 250 
IEEE ae ae ae Ee I CE None 


. Engineering costs: Stated separately in technical services report, and provided 


for in PA 5318 and PA 4329. 


. Status: PPA written, OEC Korea approved and by the appropriate Ministries 
8. 


of the Republic of Korea. 
Estimated completion date: December 1958. 


Note.—(1) Item 4, United States contributions: Counterpart $1,253,750 is shown 


~ 


as a part of fiscal year 1956 analysis; however, it will not be required until 
fiscal year 1957. 
PowER BRANCH 


. Project title: Partial reconditioning of Tangin-Ri power plant (subproject C). 


Type: Electrical power generation. 
Location: Tangin-Ri. 


. Benefits: Provides for the partial reconditioning of Tangin-Ri power plant to 


give an increase in electrical power generation. 


. Total cost: $348,900 (estimated). 
. United States contributions: 


Fiscal year 1956 


I dace ke a A ee a, Ge 96. 9 

Ne ee eee ae teas ne ee Ny rie oe $277, 000 

ie i oe ee ie ee ate $61, 115 
Local contributions: 

I eee ee ee ie et ee 3. 1 

eae NL Nr a ae ae $10, 785 

ie setae A ee hes ie ee A Tt ae None 


. Engineering costs: Local—estimated cost included in item 4. United States 

contributions: Counterpart, $61,115 (figure). 

. Status: PPA written, OEC Korea approved and by the appropriate ministries 
of the Republic of Korea. 

Estimated completion date: December 1956. 
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PowER BRANCH 


. Project title: Transformer for existing Yongwol thermal power plant (sub- 
project D). 

Type: Electrical power transforming. 

Location: Yongwol. 

. Benefits: Provides transformer capacity for transforming generated electrical 

power to desired voltage for transmission. 

. Total cost: $112,850 (estimated). 


. United States contributions: 


Fiscal year 1956 
ee a a a et a ee Se Sires 98. 6 
et re eo Con ekes sockone cn dackbene ewes $102, 850 
I io tao ec i isa ng iaecias ea eA $8, 500 

Local contributions: 

Coenen ee ee ae ie aia ines Wiens 1.4 
ee a iain imi en $1, 500 
a aia es mts ieee thie None 


. Engineering cost: Local—estimated cost included in item 4, United States 
Caatsivation: Counterpart, $8,500 (figure). 

. Status: PPA written, OEC Korea approved, and by the appropriate ministries 
of the Republic of Korea. 

. Estimated completion date: January 1956. 


PowER BRANCH 


. Project title: Rehabilitation of Unam power plant (subproject E). 

Type: Hydroelectric power generation. 

Location: Unam. 

. Benefits: Provides additional hydroelectric power generation to the power 
system of Korea. 

. Total cost: $206,500 (estimated). 


United States contribution: coger 
I ee om eie 93. 3 
Ic ens ie ena $115, 000 
ee a padi aban aeee Gee uwiléie 77, 775 

. Local contributions: 
IN i a eel 6.7 
INRA RE 2 ee Be ha welds wilsienews $13, 725 
I ae bis imeaeis None 


. Engineering costs: Turnkey job. Engineering cost estimated at about 10 
percent and is included in item 4. United States contribution: Dollar, 
$115,000. 

. Status: PPA written, OEC Korea approved and by the appropriate ministries 
of the Republic of Korea. 

. Estimated completion date: June 1957. 


PoweER BRANCH 


. Project title: Substation at Hambaik coal mine (subproject F). 
Type: Electrical power transformer station. 
Location: Hambaik coal mine. 


2. Benefits: Provides transformer station at Hambaik Coal Mine to give desired 


electrical power voltage. 


3. Total cost: $130,000 (estimated). 


4. Unit2d States contribution: Fiscal year 1956 
I neemeialon 96. 5 
ac nlinscoutbinenebl $100, 000 
retinal hasintaia tsinkibdndthi timate minwremeentmniinw mu $25, 500 

5. Local contributions: 
IN a mmecaunmen 3.5 
le ca nea le Bian nats nslaoel $4, 500 


a None 





e,5 
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. Engineering costs: Local—estimated cost included in item 4. United States 
contribution: Counterpart, $25,500. 

. Status: PPA written, OKC Korea approved, and by the appropriate ministries 
of the Republic of Korea. 

. Estimated completion date: January 1957. 


PowER BRANCH 


. Project title: Aerial cableway—Yongwol power plant (subproject G). 
Type: Electric power generation—coal unloading facilities. 

Location: Yongwol. 

. Benefits: Provides coal unloading facilities improvement to give more coal- 
handling capacity for increased power generation. 

. Total cost: $161,000 (estimated). 


. United States contribution: aa a 
a a a trays ints usd Ghosh ANE lew we Snr ates 95. 0 
I tae $111, 000 
ok Sina inch apaeacdeini dele Manian sean a aoaiaaien aed inang nea anew $42, 500 

Local contributions: 
NU hi ne eb ates lea nea ueua wee 5.0 
es cased tage rine trina, es oles ob hae paleo ei Oem enibied $7, 500 
a a i a a gE ad None 


. Engineering costs: Local, estimated cost included in item 4. United States 
contribution: Counterpart, $42,500. 

. Status: PPA written, OEC approved, and by the approparite ministries of 
the Republic of Korea. 

. Estimated completion date: December 1955. 


Power BRANCH 


. Project title: Reconditioning of damaged transformer (subproject H). 

Type: Electrical power transforming. 

Location: Hwachon. 

. Benefits: Provides transformer capacity for transforming generated electrical 
power to desired voltage for transmission. 

. Total cost: $82,500 (estimated). 


. United States contribution: isnt geet 
I ee re ee Se ete to od el onl 99.5 
Cee $80, 000 
i bickialeittereinnigiara drains ke mnie odin Rin beinetinbe wteteaie ernie $2, 125 
Local contributions: 
TE ee 0. 5 
a hd lates i ee eMail in ee ee $375 
Te None 


. Engineering cost: Local, estimated cost included in item 4, United States 
contribution: Counterpart $2,125. 

. Status: PPA written, OEC Korea approved, and by the appropriate ministries 
of the Republic of Korea. 

. Estimated completion date: January 1956. 


Power BRANCH 


. Project title: Rehabilitation of the Chongpyong Dam (sub project I). 
Type: Hydroelectric power generation. 
Location: Chongpyong. 
. Benefits: Provides rehabilitation of the Chongpyong Dam to give dam struc- 
ture protection against failure. 
. Total cost: $3,100,000 (estimated). 


. United States contribution: Fiscal year 1956 


Teen TT en nce ae ‘ 97.0 
el eee ea ee $2, 500, 000 
i ltl, ALOE NNN: PERN AR RIED ONE $510, 000 
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5. 


Local contributions: 


a ee i 3. 0 
ee ang ad oasis $90, 000 
a None 


. Engineering costs: This is a turnkey job, engineering costs included in item 4 


United States contribution: Dollars, $2,500,000. 


. Status: PPA written, OEC Korea approved, and by the appropriate Ministries 


of the Republic of Korea. 


. Estimated completion date: October 1957. 
. Remarks: Item 6, Engineering costs: If separated from item 4, United States 


contribution: Dollars, $2,500,000 could be estimated at approximately 5 
percent or $150,000. The 5-percent figure is the normal engineering cost to 
be expected on a turnkey job of this amount. 


PowrER BRANCH 


. Project title: Coal unloading facilities at Yongwol (subproject J). 


Title: Electrical power generation; coal unloading facilities, 
Location: Yongwol. 


. Benefits: Provides coal unloading facilities to give more coal handling capacity 


for increased power generation, 


. Total costs: $243,100 (estimated). 
. United States contribution: 


Fiscal year 1956 


a ee ie as 94. 5 

te ah Des Tid Tal sla ba $155, 000 

a i li oe a lace ella al canes Gs ah ten aeggh lect toll > $74, 885 
. Local contribution: 

a i NS oie mame bale es 5.5 

Sa A es ei $13, 215 

er ae wile ciisaishmmirmw oS None 


Engineering costs: Local, estimated cost included in item 4, United States 
contribution: Counterpart $74,885. 

Status: PPA written, OEC Korea approved, and by the appropriate Ministries 
of the Republic of Korea. 


. Estimated completion date: December 1956. 


PowER BRANCH 


. Project title: Pacific Bechtel Corp. contract No. 2161; steam powerplants for 


Republic of Korea. 
(a) CAPF-PB 136 fiscal year 1954: 
Thermal powerplant construction: Masan, 50,000 _ kilowatts; 
Tangin-Ri, 25,000 kilowatts; Samchok, 25,000 kilowatts. 
PA 4302, $30,000,000. 
(b) CAPF-PB 543 fiscal year 1955: 
Connection of new thermal plants to existing transmission system. 
PA 5312, $2,000,000. 
(c) PPA fiscal year 1956: 
Pacific Bechtel Corp. contract No. 2161. 
Steam powerplants for Republic of Korea. 
Fiscal year 1956, $200,000. 
1. Transmission towers, $200,000. 
2. Spare parts (see Remarks). 
Type: Thermal electric powerplants (new construction). 
Location: Masan, Tangin-Ri, Samchok. 


. Benefits: Provides power system of South Korea with three new thermal 


electric powerplants having a total capacity of 100,000 kilowatts (nameplate). 
Total costs: $34,923,660 (estimated) : 


| Fiscal year 1954 | Fiscal year 1955 | Fiscal] year 1956 


Es erg adtnetedabastimbemanraneennn ia | $32, 474, 200 $2, 209, 460 . $240, 000 
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4. United States contributions: 


i i cla ae nah eee nicninhaat 98. 6 | 98. 5 97.5 
BS cia itiinGenccamccnakbdninnnden cae cei $30, 000, 000 $2, 000, 000 $200, 000 
NN rc cancels iain Gee rio enema 2, 040, 000 165, 600 34, 000 


Fiscal year 1954 | Fiscal year 1955 raatoeee On Fiscal year 1956 





| Fiscal year 1954 | Fiscal year 1955} Fiscal year 1956 





|_ 
1.5 | 2.5 


a anni 1.4 , 
Berke ia ncinin Keb asstve-o nindbineiniesianainesuion $360, 000 $29, 400 $6, 000 
a lt ne bite oe akgnebesonuaeeede 74, 200 14, 460 None 








6. Engineering costs: 


(1) Engineering costs other than indigenous included in item 4, United 
tates contributions: _ 








Dollars (fiscal year 1954)— - - — $30, 000, 000 

Dollars (fiscal year 1955)— -- — 2,000, 000 

Dollars (fiscal year 1956)-————___—______ 200, 000 
(2) Indigenous engineering costs included in item 4: 

Counterpart (fiscal year 1954)___.._____--_-- _.... $2, 040, 000 

Counterpart (fiscal year 1955)___.____.____-----. a 166, 600 

Counterpart (fiscal year 1956)__________-_------ - 34, 000 


7. Status: 


Fiscal year 1954 thermal powerplants construction on schedule. 

Fiscal year 1955 PA-5312 issued: Contract awarded. Material being 
purchased. 

Fiscal year 1956 PPA approved and by OEC Korea, and the appropriate 
Ministeries of the Republic of Korea. 


8. Estimated completion date: ! 


Fiscal year 1954___.....-.-- ia ital haiea cate eda ened ncitits _ July 1, 1956 
en cee ened wae tinwanae ane July 1, 1956 
tt eis bike ana aa adkinte eater July 1, 1956 


1 Estimated completion dates: Tangin-Ri, April 1956; Masan, 1 unit July 1956 
and 1 unit August 1956; Samchok, September 1956. 


9. Remarks: Reference 1. Project title (c), subparagraph 2, spare parts. A 

spare parts program in the sum of $542,000 was submitted to OEC by 

acific Bechtel Corp. for inclusion in the fiscal year 1956 budget. Approval 

of the necessary PPA for this project is pending further study as to items of 
spare parts and unit quantities. 


Power BRANCH 


1. Project title: Rehabilitation of Hwachon Dam. 
(a) CAPF-PB 154—Fiscal year 1954. 

Technical assistance and procurement for rehabilitation of 
Hwachon powerplant, dam and transmission line to Chong- 
pyene powerplant. 

PA 4215, $285,000; PA 4334, $275,000. 

(6) CAPF-PB 541—Fiscal year 1954. 
Survey and boring tests on Hwachon Dam. 
PA 5223, $52,000. 

(c) CAPF—-PB 542—Fiscal year 1955. 

Turnkey job for rehabilitation of Hwachon power facility in- 
cluding completion of third generating unit and sec ond trans- 
mission line to Chongpyong powerplant. 

PA 5275, $5,273,000. 
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Type: Hydroelectric power plant rehabilitation. 

Location: Hwachon. 

. Benefits: Provides for the rehabilitation of the Hwachon hydroelectric power- 
plant to give plant maximum dependable power design rating. 

. Total cost: $8,276,600 (estimated): 


Ee ae a ceaeenine $703, 600 
sch pin eve a Ww so si eins WN $7, 573, 000 


. United States contributions: 

















| 
| Fiscal year Fiscal year 
5 1955 
| ee es 
Stk cancun ccna saad ia ph accntnn cK nckenaninneobansews wnat 98. 0 95. 4 
I Se Se oe a aeeuhan eek cenepecnecads | $612, 000 $5, 273, 000 
Sd ccckduicienbisuwasabecennosaesbedalennennaesiess | $77, 860 $1, 955, 000 
Local contributions: 
| 1 
| Fiscal year Fiscal year 
1954 1955 
Ne ad at aoe ak aac ime aeemaae 2 4.6 
RN a ce he nec apenas $13, 740 $345, 000 
BE ididais chico eoenkereinhnwh Kose ekanpee Wad eeekanminee None None 
. Engineering costs: 
(1) Engineering costs other than indigenous included in item 
4: United States contributions: 
ppotiere (Gece your 1066) _ . .... . 1... cc wcnnenccs $612, 000 
ope LOR WOES BOO). oo eee cee ne $5, 273, 000 
(2) Indigenous engineering costs included in item 4: 
Counterpart (fiscal year 1954)_.............--...- $77, 860 
Counterpart (fiscal year 1955)_......-...-----...- $1, 955, 000 
. Status: 


Fiscal year 1954: Contracts awarded to International Engineering, Inc., 
personnel and equipment at project site. Projects approximately 
35 percent completed. 

Fiscal year 1955: Contract awarded to Morrison-Knudsen. Some per- 
sonnel at project site. Project approximately 2 percent completed. 

. Estimated completion date: September 1958. 


PowrER BRANCH 


. Project title: Engineering services. 
CAPF-PB 6544 fiscal year 1954. 
Engineering services for continuation of power rehabilitation in 
South Korea. 

PA 5318, $477,000; PA 4329, $600,000. 

Type: Electrical power generation and transmission requirements studies, 
surveys, designs and specifications. 
Location: South Korea, power system in general. 
. Benefits: Provide South Korea’s electric power net with an installed nameplate 
capacity of 457,000 kilowatts by 1960. It will provide the engineering 

services which are an essential prerequisite to the systematic rehabilitation 
and expansion of the present system; namely, the plans specifications and 
other data necessary to develop an economical generation, transmission, and 
distribution network throughout Korea. 
. Total cost: $1,357,000, fiscal year 1954 (estimated). 


. United States contributions: Fiscal year 1954 


aN nN maim 96. 8 
a a en I ae $1, 077, 000 
I I i a as $238, 000 








Sse | 


&Se 
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. Local contributions: 


A I a 3. 2 
RS ta le ah ated cll legal ap ebeatebe eis $42, 000 
aid cara cits en dba lead che None 


. Engineering costs: 


Engineering costs included in item 4: United States? contributions, 
$1,077,000. 


. Status: PA’s have been issued. No contract has been let. 
. Estimated completion date: June 1957. 


PowER BRANCH 


. Project title: Exploratory drilling and hydrologic studies for Chung-Ju and 


Yoju Sites. 
CAPF-PB 6545 Fiscal year 1955. 
Type: Hydroelectric powerplant development engineering. 
Location: Chung-Ju and Yoju. 


. Benefits: Provides FOA and the Republic of Korea with the necessary surveys, 


foundation explorations, data on location and quantities of available con- 
struction materials; hydrological studies from available data, a feasibility 
report with an economic study, preliminary designs, specifications, and 
cost estimates adequate to be the basis for decisions on further expenditures 
of funds for construction of hydroelectric power generating facilities at 
proposed sites near Chung-Ju and Yoju, Korea. 


3. Total costs: $879,340 (estimated). 

4. United States contributions: Fosh ges 
i ec Ciel ia i chia pr egeaesig i dicta nese stviaterinr earner ay 97. 7 
SRN is. on nos cmap ma aig Ra henny cae w anne .. $748, 000 
CII coi wsceeiwse cewnn dataciaitenitad ah meee otdenhogs .. $111, 639 

5. Local contributions: 
tienes Witik duets ne ohne nenaite tae ewen pense wan 2.3 
na ag NE al a ae pa mat lie erage aieli $19, 701 
Cn uth tiditne ilidkinatea aman enindia beams 6tubea ned wtktdied None 

6. Engineering costs: Engineering costs included in item 4., United States 


COnIm 


contributions, $748,000. 


. Status: PA’S have been issued. No contract has been let. 
. Estimated completion date: December 31, 1956. 


AGRICULTURE BRANCH 


. Project title: Farm soil testing service. 


Type: Agriculture. 
Location: Provincial agricultural experiment stations. 


. Benefits: Provides for the testing of soils with results to be used as a basis for 


the election of suitable crops and proper application of fertilizer. 


. Total cost: $276,000. 
. United States contribution: 73.5 percent of project: 


Piscal year 1966 


a a a al lal ah ies dete cobain $100, 000 

Nee lt dalle Seki tnpe elation 102, 800 
Local contribution: 26.5 percent of project. 

a Na a cli al inland cs AD tee 40, 000 

Sa a gah Sua gotis sobs SO Sy A AC a tag ce 24, 000 

ON ik Sai il as i ass lhe ih te bs aiian inn sh indie ah Dela amb 8, 000 


. Engineering costs: None. 

. Status: PPA submitted July 1, 1955. 

. Estimated completion date: Starting date plus 9 months. 
Remarks: None. 
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AGRICULTURE BRANCH 


. Project title: Agricultural research rehabilitation. 

Type: Agriculture. 

Locations: Central Agricultural Technical Institute, Suwon, and 8 branch 
stations (1 per province) and 2 special stations (rice breeding and fiber 
breeding). 

. Benefits: Rehabilitation and rejuvenation of the agricultural research facilities 

of South Korea which were destroyed in the Korean war. 

. Total cost: $507,000. 


. United States contribution: 85 percent of project: 


3 ; 
| Fiscal year 1955 | Fiscal year 1956 





. Local contribution: 15 percent of project: 





Fiscal year 1955 | Fiscal year 1956 








Neen eee ne eee $65, 000 | $20, 000 





. Engineering costs: Supplied gratis by commercial firms. 

. Status of project: Under fiscal year 1955 the book and laboratory equipment 
list was submitted as PA 5310. Bids were accepted on part of this by 
OSROK on September 13, 1955, and they requested procurement of other 
items through GSA. Bidding on PA 5351 is held up awaiting completion of 
building plans and detailed specifications on electrical items. The FR for 
fiscal year 1956 has been prepared and awaits MAF/ROK approval. 

. Estimated completion date: 

Fiscal year 1955: November 1956. 

Fiscal year 1956: June 1958. 


AGRICULTURE BRANCH 


. Project title: Sericulture rehabilitation. 

Type: Agriculture. 

Locations: 18 Government-operated sericulture installations in Korea. 

. Benefits: Repair and rehabilitation of war-damaged facilities to reestablish 
the sericulture industry. 

. Total cost: $281,000. 


. United States contribution: 96 percent of project: —— 
i a a a ddinaewewnse wis $246, 000 
i a ieltw i marmein aialan 25, 000 


. Local contribution: 4 percent of project: 
ar a i ere ms signe $10, 600 


. Engineering costs: Technical supervision of installation to be supplied by 
successful equipment bidder. 

, Status of project: PA 5296 under discussion presently because equipment and 
technicians must come from Japan. 

. Estimated completion date: If proposed PA is accepted, completion will be 
1 year from date of bid invitations. 


Installation 


AGRICULTURE BRANCH 


. Project title: Agricultural extension development. 

Type: Agriculture. 

Location: Headquarters at Suwon, and agricultural extension program to be 
at national, provincial, gun, myon, and village levels in all of Korea. 
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. Benefits: 


(a) Increase farm income in Korea. 
(b) Increase food and fiber production. 
(c) Develop a permanent conservation program for agriculture and 
forestry. 
(d) Fortify economic strength of the Korean people through improved 
rural institutions. 
Total cost: $3,591,000. 


United States contribution: 89.88 percent of project: 


Fiscal year 1956 
Ai i sh eid is ea trdn ee ea ime a al ne at en kee lee ne $1, 250, 000 
a aa ta dace han el gn tb mnedesitiicike 1, 978, 000 

Local contribution: 10.12 percent of project: 

Ne eal ia Re eae eal a in a naihe ala its vasa annie immed cin seaaae 6, 000 
li aces Sainiiin lana ES 300, 000 
Transportation.............. ili tate ta ida aad a 8, 000 
ny CN CUNO og cin cnicnceccctceucenderadcacunee 4, 000 
tae a aha oa ano etd he cia tn alia aes aap adenine eeasaneinasibiginaiatagl 5, 000 
aa a ata ha lag hci te dala hs ta idea ca aide ssiied 12, 000 
i ee ii a a A at ei ew ine dei tacdsith 20, 000 
ah i an ea a Catch alti eh uae scat hia emiesddads 8, 000 


. Engineering Cost: $20,000 (included in above total). 


Status of project: The National Assembly is considering legislation and 
appropriation of funds for this program. The Ministry of Agriculture and 
Forestry have agreed in general, with plans submitted for reorganization of 
the Agricultural Extension Organization. 


. Estimated completion date: December 1956 completion of structures, equip- 


ment, etc. 
Remarks: None. 
AGRICULTURE BRANCH 


. Project title: Flood control. 


Type: Levees and sluice gates construction. 
Location: Republic of Korea. 


. Benefits: Protect the rice paddies and villages against flooding water. 
. Total cost: $9,869,370. 
. United States contribution: 98.4 percent of project: 


Fiscal year 1955) Fiscal year 1956 


tac lesson beiria nce Maple la oad es lat an ie ieee | $748, 000 $550, 000 


Is eta rnciacunsdnteteiatcesaieduvdannenasouss 4, 202, 870 208, 500 


| 
| 
4, 
{ 


. Local contribution: 1.6 percent of project: 


Labor cost, $160,000. 


. Engineering cost (included in counterpart funds): 


| Fiscal year 1955| Fiscal year 1956 


I | $11, 175 $34, 760 
' 


. Status: The fiscal year 1955 material will arrive shortly and be completed about 


April 30, 1956. 


. Estimated completion date: 48 projects in the fiscal year 1955 project will be 


completed June 30, 1956, and 39 projects in the fiscal year 1956 project will be 
completed June 30, 1957. 

Remarks: The flood control program was undertaken by UNKRA for fiscal 
years 1953 and 1954, and following this, FOA carried out the program for 
fiscal years 1955 and 1956. This report, therefore, starts with fiscal year 
1955. 
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AGRICULTURE BRANCH 


1. Project title: Irrigation. 
Type: Dam and channel construction. 
Location: Republic of Korea. 
2. Benefits: Rehabilitate the Korean economy through larger rice crop produc- 


tion. 
3." Total cost: $72,248,128. 
4. United States contribution: 45.6 percent of project: 








Fiscal year 1955 | Fiscal year 1956 





aa oe eae ie Ne Te $2, 930, 000 $3, 000, 000 
a  cudacionsnieneued 12, 000, 316 15, 024, 164 


5. Local contribution: 54.4 percent of project: 
| Fiscal year 1955 | Fiscal year 1956 


IID 5.5 ton iid duane ecne eee Ee aennirae 


’ ’ 


RN ral wiehn an nceubepheehossacuucbeewnaibseakaseweceseneern’ $18, 790, 537 $20, 360, 244 
53 488 





6. Engineering cost (included in local labor cost): 


Fiscal year 1955 | Fiscal year: 1956 


I cktihitd-aharicnmscenebdadabagncndbskduecddhieienesanwe $19, 595 $48, 960 
{ 





7. Status: Of the fiscal year 1955 materials, about 30 percent has arrived and 
will be completed about May 1, 1956. 

8. Estimated completion date: 631 projects will be undertaken by this program 
and total proposed for completion in fiscal year 1955 and fiscal year 1956 
is 559. 

Remarks: The irrigation program was undertaken by UNKRA for fiscal year 

1953 and 1954, and following this FOA carried on the program for fiscal 
years 1955 and 1956. This report therefore, starts with fiscal year 1955. 


AGRICULTURE BRANCH 


1. Project title: Livestock and veterinary rehabilitation. 
Type: Agriculture. 
Location: Various points in South Korea. 
2. Benefits: Provides for the rehabilitation of livestock and verterinary facilities 
for the Republic of Korea. 
3. Total cost: $2,186,937. 


4. United States contribution: 67.9 percent of project: 





Fiscal year 1955 | Fiscal year 1956 


Seid Ti cents mebbennnpbnansminnihdakeeebeet hee ien $564, 000 $260, 000 
600, 000 61, 000 





5. Local contribution: 23.1 percent of project: 


Fiscal year 1955 | Fiscal year 1956 


Local material, transportation, and labor...................-.. $481, 937 $220, 000 
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. Engineering cost: None. 
. Status: Fiscal year 1955 program—bids let on September 7, 1955, for delivery 


in 90-120 days. Fiscal year 1956 program—FR agreed upon on June 7. 


. Estimated completion date: Fiscal year 1955, September 30, 1956. Fiscal 


year 1956, April 30, 1957. 
Remarks: None. 
AGRICULTURE BRANCH 


. Project title: Seed treatment. 


Type: Agriculture. 


Location: Equipment to be located at 70 of the larger population centers in 
South Korea. 


. Benefits: Provides a quick and safe treatment of cereal seeds with certain 


fungicide to prevent blights, wilts, rusts, and other common plant diseases. 


. Total cost: $223,400. 
. United States contribution: 95 percent of project: 


Fiscal year 1955 | Fiscal year 1956 


TR <2 cniussdsckadeccagubabeccdbddedasiddecesteanenehosoesal $127. 000 $50, 000 
ine oncls wcinnainasties tus edeen dammed eaeaninabemin iin 25, 400 10, 000 


Fiscal year 1955 | Fiscal year 1056 


BOE. < ccccccosccsncccnnesccscoseccncevocoscaseccesesensecsec= $7, 500 $3, 500 


. Engineering costs: Negligible. 
. Status: Machines have not been procured as of September 1, 1955. 
. Estimated completion date: March 1956. 


Remarks: None. 
AGRICULTURE BRANCH 


. Project title: Specialty farm enterprise. 


Type: Agriculture. 
Loeation: Farming areas throughout South Korea. 


. Benefits: Increase cash farm income through increase of food and fiber output 


from specialty farm enterprises. 


. Total cost: $182,000. 


4, United States contribution: 100 percent of project: » west 


00 ~31 & Ot 


. Local contribution: None. 

. Engineering cost: None. 

. Status: PPA submitted. 

. Estimated completion date: Starting date plus 8 months. 


Remarks: None. 
AGRICULTURE BRANCH 


. Project title: Rural warehouses. 


Type: Agriculture. 
Location: Approximately 900 locations throughout South Korea. 


. Benefits: Storage and distribution centers for farm produce, fertilizers, agri- 


cultural chemicals, farm tools and equipment, farm packaging material, 
cement, etc. The fireproof, vermin- and rodent-proofed permanent build- 
ings will preserve farm produce, thus making more of the farm products 
available for both domestic and foreign markets. Grain and other farm 
produce losses due to open storage, rats, insects, and weather are huge and 
incalculable. The elimination of these preventable wastes will be ma- 
terially and favorably reflected continuously in the Korean economy. 


. Total cost: $4,736,100. 
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4. United States contribution: 6344 percent of project: 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 


Sct teetenetckuncetnicienheuesseuiasveoee $1, 000, 000 $2, 000, 000 Nil 
@) (4) Nil 


5. Local contribution: 27% percent of project: 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 


1 Reconstruction borrows from the counterpart funds the hwan equivalent of the total cost 
and the end users, in turn, are loaned this sum of money with interest. 

2 Evaluation not available. 

3 Estimate. 


6. Engineering costs: Buildings are prefabricated. Only assembling of buildings 
on sites required, which cost is included in the counterpart fund (5, above). 

7. Status: Building erections now underway: 

Fiscal year 1955: Contract not let. 

Fiscal year 1956: Nil. 
8. Estimated completion date: 

Fiscal year 1954: November 15, 1955. 

Fiscal year 1955: Not available. 

Fiscal year 1956: Nil. 

Remarks: The building contractors have to, according to law, buy a fixed 
amount of national bonds depending on the size of the contract which aids 
the ROK Government. 

AGRICULTURE BRANCH 


1. Project title: 17 forestry development. 

Type: Reforestation, forest erosion control work, stream improvement work, 
forest protection and forest management. 
Location: In designated forest areas of all Provinces. 

2. Benefits: Will assist the Bureaurof Forestry, Ministry of Agriculture and 
Forestry, in their forestry program to reforest denuded forest lands and, 
therefore, reduce forest erosion, reduce flooding of agriculture land, and assist 
in protection and management of forest lands. 

3. Total costs: $9,441,068. 

4. United States contribution: 68.9 percent of project: 


| 
Fiscal Year | Fiscal Year 
1955 | 1956 





ERASE ge SP ae a A a OE AN eR ee ROE eo | $200, 000 
NR iui sce eneenaeapmenamene | 710, 640 


| $520, 000 
5, 083, 768 








5. Local contribution: 31.1 percent of project: 


| 
Fiscal Year | Fiscal Year 
1955 1956 


| 
ee eam SoM ee CMe Oe eile a | $1, 524, 246 | $1, 402, 414 





6. Engineering cost: Done by foresters and costs are included in 5, above. 
7. Status: Material and et for fiscal year 1955 under procurement by 
ROK Office of Supply. 
date. 


inal approval for fiscal year 1956 not received to 
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Estimated completion date: June 1956 for work scheduled under fiscal year 
1955 and November 1956 for work scheduled under fiscal year 1956, de- 
pending upon arrival of materials and availability of hwan funds. 

Remarks: Forestry development is a continuous project. The first technical 
assistance in forestry started in 1947 in military government. In fiscal year 
1953 and 1954 the forestry assistance program was under UNKRA admin- 
istration. During these 2 years UN KRA spent $245,000 on forestry projects. 

In addition to the above-mentioned forestry projects, hwan funds amount- 
ing to Hw559,400,000 ($1,118,800) are needed for purchase of indigenous 
produced seedlings for planting of approximately 400 million seedlings on 
private forest land by village forestry associations in the spring of 1956. 


Pusiic HEALTH BRANCH 


. Project: title: Construction of wells and sanitary facilities. 


Type Public health. 

Location: All provinces and special city of Seoul. 

Benefits: Protect health of civilian population and prevent spread of com- 
municable diseases through environmental sanitation. 

Total cost: $2,435,000. 


. United States contribution: 100 percent of total: 


| | 
| Fiscal year 1955 | Fiscal year 1956 





RR neh ties nana Caicenenig cad na eee ebisunstaneieawes $400, 000 $800, 000 
Counterpart--.---  quidsnia teense us aabockecs gastos Weenteteeensen 400, 000 | 835, 000 


. Local contributions: Unknown. 
. Engineering costs: None. 
. Status: Fiscal year 1955 materials in transit to sites. Construction not yet 


begun. 


. Estimated completion date: June 1957. 


Remarks: All imported construction materials are distributed free of cost. 
Materials are used for reestablishment and reconstruction of public wells, 
public toilets, public baths, and nightsoil tanks by local governments in 
main cities, towns, and villages. This project is part of a continuing program 
for construction of wells and sanitary facilities. It is expected support will 
be required additionally for 5 years beyond fiscal year 1956. 


Pusitic HEALTH BRANCH 


. Project title: Hospital facilities construction and remodeling. 


Type: Public health. 
Location: All provinces and special city of Seoul. 


. Benefits: Protect health of civilian population by providing adequate health 


facilities. 


. Total cost: $2,056,540. 
. United States contribution: 100 percent of total: 


Fiscal year 1955 Fiscal year 1956 


ee | | 

ee ee racer ee cate $300, 000 | $700, 000 

SIN ice ica in wate seinsedsidaconeatomice ira icapieen Mershmamadaol’ 300, 000 756, 540 
| | 


. Local contribution: Unknown. 
. Engineering costs: None. 
. Status: Fiscal year 1955 materials in transit to construction sites; construction 


not yet begun. 


. Estimated completion date: June 1957. 


Remarks: All imported construction materials are distributed free of cost. 
For construction of hospitals, sanitoriums, public dispensaries, public- 
health centers, health laboratories, quarantine stations. The Ministry of 
Health and Social Affairs has established a 3-year continuing program for 
new construction and remodeling of health facilities, fiscal year 1956 through 
fiscal year 1958, which this project will support. 
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1959 


Pusitic HeattH RELIEF IN KOREA 


All supplies furnished under the public health relief program are distributed 
free of cost to the recipient for prevention of disease and for medical care activities. 
FOA funding for public health relief activities began with requirements for the 


second half fiscal year 1955. 
priations were used. 


Previously, Department of the Army CRIK appro- 


CRIK funds utilized for public health relief in the fiscal years 1951 through 1954 
(including pipeline requirements for first half fiscal year 1955) totaled $24,500,000, 
and provided essential needs to prevent disease, to provide essential medical care, 
and to provide minimal rehabilitation of damage and/or destruction due to war 


activities. 


Fiscal year 1955 FOA funds administered by Department of the Army for public 
health relief activities totaled $4 million, and were for requirements for the second 
half fiscal year 1955 and for pipeline requirements for first quarter fiscal year 1956. 
Of this total, $700,000 were for construction of sanitary and medical facilities, 
which projects are described separately. 

Fiscal year 1956 ICA funds totaling $2,400,000 will be used for public health 
relief activities (exclusive of construction projects) ; counterpart required $104,000 


for internal handling. 


Total United States contribution for public health relief activities fiscal year 1951 


through fiscal year 1956: 


CRIK (fiscal years 1951-54) - -- 
Foreign aid funds_-__-_--------- 
OA (fiscal year 1955) - --- 

ICA (fiscal year 1956)__-_-- 
Countermers *_................ 
Fiscal years 1951—54-_-_--_-_- 
Fiscal year 1955_.._.---.-- 
Fiscal year 1956_-_------- 


Total fiscal years 1951-56 


etek le ie sn sci i ns $24, 500, 000 


LP PRIN 6, 400, 000: 
CS or 4, 000, 000 
ata ale ge an 2, 400, 000 
See ae cea 1, 804, 000 
Satan tees ao 855, 000 
Die RE 845, 000 
ee ci gee ea 104, 000 
i Me ee a A at ok 32, 704, 000 


1 Counterpart expenditures consist of internal handling costs ($600,000) and internal construction costs ($1,- 


204,000). 


nternal handling costs are calculated at 5.3 percent of landed dollar cost at $1-H W180, converted 


to dollars at $1-H W500 for costs prior to fiscal year 1955, and for fiscal year 1955 and fiscal year 1956, calculated 
at 12 percent of landed dollar cost at $1-H W180, converted to dollars at $1-H W500. 


The public health relief program is a continuing one, and is considered essential 


to the economic and social recovery of the Republic of Korea. 


It should be con- 


tinued until public-health activities can be adequately supported indigenously. 
A minimum of 5 years beyond fiscal year 1956 is contemplated (through June 


1961). 


Pusuic SAFETY BRANCH 


FIRE SECTION 


1. Project title: Fire control facilities. 
Type: Fire apparatus and related appliances. 
Location: National police installations and suboffices in all major cities and 


towns in each of the nine provinces. 


square miles. 


Landed area approximately 85,255 


2. Benefits: Provide an adequate fire defense program for the ROK to reduce the 


tremendous losses from fire. 


3. Total cost: $1,355,000. 


4. United States contribution: 


i la cad a asiisilsaiiei 
RN fares cicrinnirinikebimaotasdanes 


Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956- 





None () 1) 
000 $500, 000 
ss scene cous eieioiags None 000 155, 000 


nbieebiaisgols None $500, 
200, 


1 71.0 percent of project. 
2 76.5 percent of project. 


5. Local contributions: None. 
6. Engineer costs: None. 
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7. Status: Fire equipment of the design requested is not available in Korea 
therefore must be imported from ti of Interior. Due to time required 
for manufacture, delivery of apparatus possibly cannot be anticipated for 
at least 12 months from date of purchase authorization. 

8. Estimated completion date: Project affects entire ROK and due to varying 
conditions it is impossible to establish any definite calendar of operations. 
Possibly fiscal year 1958. 

Remarks: Technical assistance program: No participants. 


Socrtat AFFAIRS BRANCH 


1. Project title: Refugee resettlement. 

Type: Reestablishment of refugees and persons displaced as the result of war 
and guerrilla activities. 

Location: Throughout all Korea including Cheju-do and the restored areas 
north of the 38th parallel. 

2. Benefits: The resettlement project by combining minimum essential material 
assistance with the individual initiative and enterprise of destitute refugees 
and displaced persons enable them to achieve adequate housing, self-support 
and regain the dignity and hope which comes with gainful employment. 
The project will effect a substantial increase in the production of food and 
other needed commodities. This is estimated to amount to 6,000 metric 
tons annually for the number of families to be resettled during fiscal year 
1956. The project will also make a substantial contribution to the land 
reclamation, flood and erosion control program. It will reduce unemploy- 
ment and decrease the need for relief by creating new employment oppor- 
tunities. 

3. Total cost: $12,163,000. 

4. Ueess) States contribution: 18.54 percent of project (38 percent fiscal year 
1955): 


| 
| Fiscal year 1955 | Fiscal year 1956 


DD cr. anne Ann eee eKeEin as OnENEaeEeeneKeehaseeeee $3, 525, 000 $500, 000 








IIIs 3c — 05 5 cs seiclaacca aap ace cai nletet nmeetwn etek nial ace aio asi 423, 000 40, 000 
3, 948, 000 540, 000 


5. Local contribution: 75 percent of project: 


Fiscal year 1955 | Fiscal year 1956 


COO TE COIN) oo 5 nnn ca ccccdsccnaccddassnccccsassen $1, 195, 000 $755, 000 


a I oat i heen marsala eis ia ic aA ARIRS 3, 150, 000 675, 000 
Rs ee bec conankdobunnde base ate deddadthdaeeweennneewan J, 680, 000 220, 000 


6, 025, 000 1, 650, 000 





6. Engineering costs: None. 

7. Status: The resettlement-assimilation program was initiated in March 1952 
and has been under continuous implementation since that time. At the 
beginning of the program, there were some four million persons displaced 
from their home areas as the result of war and guerrilla activities. At the 
end of fiscal year 1955, there had been some 1,564,500 persons aided in the 
resettlement of their own lands and an additional 186,500 persons resettled 
-— assimilated into the local economy on land provided by the Republic 
of Korea. 

8. Estimated completion date: Undetermined. 

9. In addition to the above during the period from 1950 to June 30, 1954, relief 
supplies (food, blankets, soap, and fuel) in total value of $282 million were 
distributed through UNCACK/KCAC for the prevention of disease, starva- 
tion, and unrest. Of this amount $218 million were from army appropriated 
funds while the rest ($64 million) was donated by U. N. member nations 
and voluntary agencies. During the fiscal year 1955 relief supplies were 
distributed at a total value of $25 million, approximately half of which was 
donated and the other half procured with United States funds. 
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OOsIo Or 


MANUFACTURING AND PROCESSING 


. Project title: Fertilizer plant. 


Type: Nitrogen fertilizer (urea). 
Location: Chungju, Korea. 


. Benefits: This fertilizer plant will have a capacity to produce about one-third 


of the total nitrogen fertilizer requirements of South Korea. Fertilizer is 

necessary to provide an adequate agricultural production in South Korea. 

The establishment of this plant will decrease by $8 million to $10 million per 

year the foreign exchange required for imported fertilizers. This will make 

a major contribution to the creation of a self-supporting economy. 
Estimated total cost: $26,400,000 (estimated). 


. United States contribution in percent: 99.6 percent: 


| | 
| 


| Fiscal year 1954 | Fiscal year 1955 | Fiscal year 1956 


a8 ee ES $23, 000, 000 | | 


PP) SIRO. 5. ose c en eee cewseeaen |----------------|---------------- $3, 300, 000 








. Local contribution in percent: 0.4 percent. 

. Engineering costs: $1 million, included in local labor costs. 
. Status: Construction has commenced. 

. Estimated completion date: March 1958. 


MANUFACTURING AND PROCESSING 


. Project title: Aluminum sulphate plant. 


Type: Chemical processing plant. 
Location: Between Seoul and Inchon, Korea. 


. Benefits: A supply of aluminum sulfate is essential to health and sanitation, 


The manufacture of aluminum sulfate in Korea from sulfuric acid and 
Korean kaolin will save foreign exchange and thus contribute to an economy 
of self-support. * 


8. Estimated total cost: $310,000 (estimated). 


CONT 


. 


. United States contribution in percent: 77 percent: 








| Fiscal year 1954 | Fiscal year 1955 


ft 65 ii cahGsScn noua anne minha usigmemuenmbab mae mene | $100, 000 Fc unnemaciaien 
er ani ae che Cees elinnheninaninnl melee ab ewes $140, 000 


. Local contribution in percent: 23 percent: 


Tee eel aati aril eae ak wr RASA w ne $50, 000 
a eile ca ahi lee een tld ath me 20, 000 


Engineering costs: None.! 


. Status: Under implementation. 
. Estimated completion date: February 1956. 


MANUFACTURING AND PROCESSING 


. Project title: Auto tire plant. 


Type: Manufacture of rubber tires and tubes. 
Location: Pusan, Korea. 


. Benefits: Rubber tires and tubes are essential to the operation of civilian and 


military motor vehicles in Korea. The production of such commodities in 
Korea will save considerable foreign exchange and will thus contribute to 
the establishment of an economy of self-support. 


3. Estimated total cost: $635,000 (estimate). 








1 The project made no separate provision for engineering expenses. Any required engineering on the 
purchased equipment was included in the purchase price. The end user is responsible for all local engi- 
neering. 
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4. United States contribution in percent: 85 percent: 


| 
| Fiscal year | Fiscal year 1955 
aa ai eS a eee 


PE RIE tt iin cteaeacahinaeovestneanebhneaennabneabnansos 

i nS oninncncneninvemnitaeameltninaianitammienmdamemenit | icra wecebcheermaanie | $60, 000 
5. Local contribution in percent: 15 percent: 

I cs asin ectavtn nhc ea phn lash eit nw di aide aman ange Sash $80, 000 

PRRNRE ORONO eon Ceca a oacwouede ce cuseenwetecuueme eee 15, 000 


Engineering costs: None.! 
. Status: Equipment ready for shipment. 
. Estimated completion date: February 1956. 


OID 


MANUFACTURING AND PROCESSING 


1. Project title: Rubber Reclaiming Plant. 
Type: Rubber Reclaiming Plant. 
Location: Pusan, Korea. 

2. Benefits: Reclaiming rubber from wornout articles will reduce the requirement 
for imported raw rubber and will thus contribute to the establishment of a 
self-supporting economy in Korea. 

3. Estimated total cost: $420,000 (estimated). 

4. United States contribution in percent: 79 percent. 





Fiscal year 1954! Fiscal year 1955 








i: Th oh pabWelden ci keadceniteueewiasdedeenesenwweweemtnn BO GI ih os ans dnkccicue= 
On) i oat cre ect smee aniininhicted mae warns nantes |-~-------------- $130, 000 
} a —_ —_ 
5. Local contribution in percent: 21 percent: 
hE RR are as ee een smocceecwuccsnuoscud $75, 000 
RINE NE Rs ee ee acaba Smee he eee we snnms 15, 000 


. Engineering costs: None.! 
. Status: Under implementation. 
. Estimated completion date: January 1956. 


OnrIm> 


MANUFACTURING AND PROCESSING 


1. Project title: Pesticides plant. 
Type: Chemical processing plant. 
Location: Inchon, Korea. 

2. Benefits: Insecticides and pesticides are necessary to agricultural production. 
The production of insecticides and pesticides in Korea from Korean and 
imported raw materials results in a saving of foreign exchange as compared 
to the import of finished chemicals, and thus contributes to the establish- 
ment of an economy of self-support. 

3. Estimated total cost: $280,000 (estimated). 

4. United States contribution in percent: 75 percent: 


| 
LPiscat year 1954| Fiscal year are year IS56 


IN oid hn se Sed encra aig hidaaktimninbiion | Si sikcincntdescanstttieionngs sas 
i a ae sl lesiakteata eae i siathDiancassiicetesst ibeiie $100, 000 





1 The project made no separate provision for engineering expenses. Any required engineering on the 
a equipment was included in the purchase price. The end user is responsible for all local 
engineering. 
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5. Local contribution in percent: 25 percent: 





| Fiscal year 1954{ Fiscal year 1955;Fiscal year 1968 











ii aiensnbuiiaiickswninndeed ND Bs tec iheaipeeia $20, 000 


. Engineering costs: None. (See remarks.) 
. Status: Under implementation. 
. Estimated completion date: January 1956. 
Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


ono 


MANUFACTURING AND PROCESSING 


1. Project title: Pharmaceutical plant No. 1. 
Type: Manufacture of pharmaceuticals. 
Location: Sosa, Kyonggi-Do, Korea. 

2. Benefits: Korean pharmaceutical plants are ‘small scale and poorly equipped 
and are abie to produce only one-fifth of the total requirement for medi- 
cines. This project will make it possible to improve quality of medicines 
produced aud to increase the quantity. This project will enable Korea to 
save foreign exchange by processing medicines in Korea which previously 
had to be purchased as finished medicines. 

3. Estimated total cost: $335,000 (estimated). 

4. United States contribution in percent: 82 percent: 





oat ccdcntineshcrie sais elLawuebaweieKinetaannie+e $150, 000 | ee 
Sep PeINIG oud s ebnndScbacnbesbbbcaStubetsancdentiseden 


5. Local contribution in vercent: 18 percent: 





| 
ao ae ta smear eaa en $35, 000 $25, 000 


. Engineering costs: None. (See remarks.) 
. Status: Contracts being negotiated. 
. Estimated completion date: June 1956. 
Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


CO -1m> 


MANUFACTURING AND PROCESSING 


1. Project title: Pharmaceutical plant No. 2. 
Type: Manufacture of pharmaceuticals. 
Location: Seoul, Korea. 

2. Benefits: Korean pharmaceutical plants are small scale and poorly equipped and 
are able to produce only one-fifth of the total requirement for medicines. This 
project will make it possible to improve quality of medicines produced and 
to increase the quantity. This project will enable Korea to save foreign 
exchange by processing medicines in Korea which previously had to be 
purchased as finished medicines. 

3. Estimated total cost: $200,000 (estimated). 
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. United States contribution in percent: 80 percent: 


| Fiscal year 1955| Fiscal year 1956 


ee). 6s 2d 6 ce ciee no ake aaidbenpeebencommonbaaiid | SIR Fis iecdmadinecmtc 
Fe NG aniitincnepinsnicekinesasacadbpondodiaeamamennen locwncceesesesses $75, 000 


. Local contribution in percent: 20 percent: 





| Fiscal year 1955) Fiscal year 1956 


I i ietinde nchn dink emit Rnptipatiensundhumiatn heii | $35, 000 $15, 000 


. Engineering costs: None. (See remarks.) 
. Status: Under implementation. 
. Estimated completion date: May 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Pharmaceutical plant No. 3. 


Type: Manufacture of pharmaceuticals. 
Location: Seoul, Korea. 


. Benefits: Korean pharmaceutical plants are small scale and poorly equipped 


and are able to produce only one-fifth of the total requirement for medicines. 
This project will make it possible to improve quality of medicines produced 
and to increase the quantity. This project will enable Korea to save foreign 
exchange by processing medicines in Korea which previously had to be 
purchased as finished medicines. 


. Estimated total cost: $190,000 (estimate). 
. United States contribution in percent: 79 percent: 





| Fiscal year 1955| Fiscal year 1956 


i a ie ree eee 


OR ieee oo come eneeasMedenesawaneehenamiemd SOO BOO Toncewdciccccnson 
Pet NE 2a. cncacdibenindemienhinkn cians wiueamsainnei 





. Local contribution in percent: 21 percent: 


| Fiscal year 1955 | Fiscal year 1956 


UN iis siti ce cc nwareceddgechacesescoensssescncapeanscen | 25, 000 $15, 000 


. Engineering costs: None. (See remarks.) fp 
. Status: Contracts being negotiated. 
. Estimated completion date: May 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Pharmaceutical plant No. 4. 

Type: Manufacture of pharmaceuticals. 

Location: Seoul, Korea. 

. Benefits: Korean pharmaceutical plants are small scale and poorly equipped 
and are able to produce only one-fifth of the total requirement for medicines. 
This project will make it possible to improve quality of medicines produced 
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and to increase the quantity. This project will enable Korea to save foreign 
exchange by processing medicines in Korea which previously had to be pur- 
chased as finished medicines. 


. Estimated total cost: $230,000 (estimate). 
. United States contribution in percent: 78 percent: 


Fiscal year 1955| Fiscal year 1956 


Pi Greet oo 2.) clin anah ab abamawancbeeadswincdwmeneicnee $80, 000 
ee eI oo ote cn ateseeinbbbeusehtimnbennccmemed | ee ees $100, 000 


. Local contribution in percent: 22 percent: 


| Fiscal year 1955 Fiscal year 1956 
BED NCR aiat 


a is a Se | $35, 000 | $15, 000 





Engineering costs: None. (See remarks.) 


. Status: Contracts being negotiated. 
. Estimated completion date: May 1956. 


Remarks: The project made no separate provision for engineering expenses, 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


Project title: Pharmaceutical plant No. 5. 

Type: Manufacture of pharmaceuticals. 

Location: Seoul, Korea. 

Benefits: Korean pharmaceutical plants are small scale and poorly equipped 
and are able to produce only one-fifth of the total requirement for medicines. 
This project will make it possible to improve quality of medicines produced 
and to increase the quantity. This project will enable Korea to save foreign 
exchange by processing medicines in Korea which previously had to be pur- 
chased as finished medicines. 


. Estimated total cost: $215,000. 
. United States contribution in percent: 79 percent: 


| Fiscal year 1955) Fiscal year 1956 


Ce alemdanane | eet oo 
ek. andi aeciemiisnairnannedbinnamemees | iaaccecmeneet $90, 000 


. Local contribution in percent: 21 percent: 





| Fiscal year 1955| Fiscal year 1956 


a iia hite Rada ai nik cbli enc ne in pe dabmse ea ake ap etme eel | $30, 000 | $15, 000 


. Engineering costs: None. (See Remarks.) 
. Status: Contracts being negotiated. 
. Estimated completion date: May 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Flour mill No. 1. 
Type: Food processing. 
Location: Pusan, Korea. 
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. Benefits: Expansion of flour milling facilities in South Korea enables Korea to 


take advantage of a differential price in wheat as compared to rice. It also 
accelerates a desirable trend away from such a great reliance on rice. Sub- 
stitution of wheat for rice in the diet makes for a better use of Korean 
uplands where wheat may be grown to greater advantage than rice. This 
resulting expansion of agricultural output as well as the use of foreign wheat 
makes additional rice available for export. The milling industry thus makes 


a considerable contribution to the establishment of a self-supporting economy 
in Korea. 


. Estimated total cost: $765,000 (estimate). 
. United States contribution in percent: 85 percent: 


| 
| Fiscal year 1955 | Fiscal year 1956 


aN a aol | $280,000 |..........-.---- 
en aN oso Jone chat i awicageansenuneeenaenncos in ts eater | $250, 000 





. Local contribution in percent: 15 percent: 





| Fiscal year 1955 





Fiscal year 1956 





MI i a | $70, 000 | $45, 000 





. Engineering costs: None. (See remarks.) 
. Status: Under construction. 
. Estimated completion date: May 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Flour mill No. 2. 


Type: Food processing. 
Location: Seoul, Korea. 


. Benefits: Expansion of flour milling facilities in South Korea enables Korea to 


take advantage of a differential price in wheat as compared to rice. It also 
accelerates a desirable trend away from such a great reliance on rice. Sub- 
stitution of wheat for rice in the diet makes for a better use of Korean uplands 
where wheat may be grown to greater advantage than rice. This resulting 
expansion of agricultural output as well as the use of foreign wheat makes 
additional rice available for export. The milling industry thus makes a 


considerable contribution to the establishment of a self-supporting economy 
in Korea. 


. Estimated total cost: $270,000 (estimate). 
. United States contribution in percent: 63 percent: 


| Fiscal year 1955 | Fiscal year 1956 


ORIN Gs oie mcnolacecesamenecuctoassgsesceunactedeeaeane 
(6) Counterpart 


Z 
8 
S 





. Local contribution in percent: 37 percent: 





Fiscal year 1955 | Fiscal year 1956 


rcs cc viceccn cs mensskussnanesdcnsegceecdaswescenesadicen $80, 000 $20, 000 
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. Engineering costs: None. (See remarks.) 


Status: Complete. 


. Estimated completion date: October 1955. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included:in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Flour mill No. 3. 


Type: Food processing plant. 

Location: Inchon, Korea. 

Benefits: Expansion of flour milling facilities in South Korea enables Korea 
to take advantage of a differential price in wheat as compared to rice. It 
also accelerates a desirable trend away from such a great reliance on rice. 
Substitution of wheat for use in the diet makes for a better use of Korean 
uplands where wheat may be grown to greater advantage than rice. This 
resulting expansion of agricultural output as well as the use of foreign wheat 
makes additional rice available for export. The milling industry thus makes 
a considerable contribution to the establishment of a self-supporting econ- 
omy in Korea. 

Estimated total cost: $470,000 (estimate). 

United States contribution in percent: 85 percent: 





| 
Fiscal year 1955 Fiscal year 1950 


OS sian ic caee BA aclainas pia eiaiencnetaee ee Sencustcsvuceekhs 
nD ai Cs oo eins ar nemianns Gkabann sel ananceeEhwieblon d hiiemacube $290, 000 


Local contribution in percent: 15 percent: 
we ee = 
| Fiscal year 1955| Fiscal year 1956 


Pc secniankerstantcieaieiakcbinebocepkuaacbetirceut | $50, 000 $20, 000 


. Engineering costs: None. (See remarks.) 
. Status: Project being implemented. 
. Estimated completion date: March 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Starch plant No. 1. 


Type: Chemical processing. 
Location: Seoul, Korea. 


. Benefits: At the present time Korea imports starch. Sufficient expansion of 


the starch industry will make it possible to eliminate imports. It will also 
make it possible to get a better use of Korean agricultural resources since it 
will encourage the production of potatoes and corn on certain lands more 
suited to these crops than to rice culture. This increase in agricultural pro- 
duction will release rice for export. The expansion of the starch industry, 
therefore, makes an important contribution to the establishment of an econ- 
omy of self-support. 


. Estimated total cost: $300,000 (estimated). 
. United States contribution in percent: 85 percent: 





Fiscalfyear 1955) Fiscal year 1956 





a ee a een balmaseaun eae ND Bon cnancnimamn 
SINE 1c. 00 heunebnadcinnechussacensdacbacudsaibebaasiseseen $60, 000 
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. Local contribution in percent: 15 percent: 





| Fiscal year 1955| Fiscal year 1956 


Amount | $15, 000 $30, 000 


. Engineering cost: None. (See remarks.) 
. Status: End-user negotiating purchase of equipment. 
. Estimated completion date: July 1956. 


Remarks: The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Starch plant No. 2. 


Type: Chemical processing. 
Location: Kunsan City, Korea. 


. Benefits: At the present time Korea imports starch. Sufficient expansion of 


the starch industry will make it possible to eliminate imports. It will also 
make it possible to get a better use of Korean agricultural resources since it 
will encourage the production of potatoes and corn on certain lands more 
suited to these crops than to rice culture. This increase in agricultural pro- 
duction will release rice for export. The expansion of the starch industry, 


therefore, makes an important contribution of the establishment of an econ- 
omy of self-support. 


. Estimated total cost: $100,000 (estimated). 
. United States contribution in percent: 45 percent: 


ee a Soa lee tesla one mi wena nin $45, 000 
. Local contribution in percent: 55 percent: 

DN i nda eA enh seensnewshe eee ne 

a NN Ia. actin: elicit le actiee so ache nk en ecb nape 15, 000 


. Engineering costs: None. The project made no separate provision for engi- 


neering expenses. Any required rs on the purchased equipment. was 


included in the purchase price. he end user is responsible for all local 
engineering. 


. Status: Under procurement. 
. Estimated completion date: April 1956. 


MANUFACTURING AND PROCESSING 


. Project title: Starch Plant No. 3. 


Type: Chemical processing. 

Location: Pusan, Korea. 

Benefits: At the present time Korea imports starch. Sufficient expansion of 
the starch industry will make it possible to eliminate imports. It will also 
make it possible to get a better use of Korean agricultural resources since 
it will encourage the production of potatoes and corn on certain lands more 
suited to these crops than to rice culture. This increase in agricultural 
production will release rice for export. The expansion ef the starch indus- 


try, therefore, makes an important contribution to the establishment of an 
economy of self-support. 


. Estimated total cost: $220,000 (estimated). 
. United States contribution in percent: 85 percent. 


| Fiscal year 1955) Fiscal year 1956 


OES RUIN cdma scien canticinds teeeehinehenbaet sual sananeos $60, 000 
(6) Counterpart 
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Local contribution in percent: 15 percent: 


i ro et lc seawacn neces on $20, 000 
a ice Rg rh i met eit be 13, 000 


. Engineering costs: None*. The project made no separate provision for engi- 


neering expenses. Any required engineering on the purchased equipment 
was included in the purchase price. The end-user is responsible for all 
local engineering. 


. Status: Under procurement. 
. Estimated completion date: May 1956, 


MANUFACTURING AND PROCESSING 


. Project title: Starch plant No. 4. 


Type: Chemical processing. 
Location: Taejon, Korea. 


. Benefits: At the present time Korea imports starch. Sufficient expansion of 


the starch industry will make it possible to eliminate imports. It will also 
make it possible to get a better use of Korean agricultural resources since it 
will encourage the production of potatoes and corn on certain lands more 
suited to these crops than to rice culture. The increase in agricultural pro- 
duction will release rice for export. The expansion of the starch industry, 
therefore, makes an important contribution to the establishment of an 
economy of self-support. 


. Estimated total cost: $125,000 (estimated). 
. United States contribution in percent: 80 percent. 








Fiscal year | Fiscal year 

1955 1956 
see eitteesibealececanaiiicsaadaa |_—$____} _ 
a a Ia ek cra a | $50,000 |....-..-._-. 
tN nara wane tb aii nk ian ihiohen ae anime wanbnws psibamaaiel $50, 000 


. Local contribution in percent: 20 percent. 


Fiscal year | Fiscal year 
1955 1956 


irene nen it a alt ale cena aeeaa emia Micinatene bined meee $15, 000 $10, 000 


. Engineering costs: None.* 
. Status: Under procurement. 
. Estimated completion date: April 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Inwha Industrial Co.—Plastic molding project. 


Type: Chemical processing plant. 

Location: Seoul, Korea. 

Benefits: Since the Korean war there has been a major expansion of the 
plastics industry in South Korea. At present 8 companies are producing 
1,737 M/T of end-products per year, mainly such basic hounehasl items as 


toothbrushes, rice bowls, glasses, combs, etc. The establishment of this 
project, besides greatly enhancing South Korean capacity to mold and 
extrude raw plastics, should bring about an annual foreign exchange savings 
of up to $200,000. 

Estimated total cost: $230,000 (estimated). 
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. United States contribution in percent: 83 percent: 


Fiscal year | Fiscal year 
1955 1956 


i ON sic nthe arenas Li arcakealestae tt cra Le | $100, 000 


| 
|. 
b. Counterpart 


Local contribution in percent: 17 percent. 
Engineering costs: None.* 





Fiscal year | Fiscal year 
1955 | 1956 


Sa a $30, 000 | $10, 000 


Status: Negotiations are proceeding. 

Estimated completion date: July 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Nonferrous metal sheet plant. 


Type: Metalworking plant. 

Location: Seoul, Korea. 

Benefits: The project will enable Korea to produce aluminum sheeting from 
purchased aluminum ingots. The purchase of ingots instead of sheets 
will save foreign exchange for Korea and thus contribute to viability. 

Estimated total cost: $602,000 (estimated). 

United States contribution in percent: 83 percent. 





| Fiscal year | Fiscal year 
1955 1956 


DOIN oie eaeiaw ia ven daa anitebnnkea seen oman wae ----]| $267,000 |---- 
i NS cw c ann iui aa cabetabaesiestadswaucnnmas beews Si 


$235, 000 


Local contribution in percent: 17 percent. 


| Fiscal year | Fiscal year 
| 1955 | 1956 





aaa 
| 
II oo cteshs ttas dae meee aio pentgidia's dactetecna ed aaa se Spe 70, 000 | $30, 000 


Engineering costs: None.* 

Status: Under implementation. 

Estimated completion date: June 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: White pigments plant. 

Type: Chemical processing. 

Location: Mungyong, Kyangsang-Pukto, Korea. 

Benefits: The project will enable Korea to manufacture white pigments 
from Korean raw materials and will eliminate the necessity for spending 
foreign exchange on the import of such pigments from abroad. The proj- 
ect will thus make a contribution to making Korea self-supporting. 
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Estimated total cost: $185,000 (estimated). 
United States Contribution in percent: 78 percent. 





Fiscal year | Fiscal year 
1955 1956 


I a a i | STS ce sce 
ES RES EE SILLA L LALO l sdesipasesaioesatioaed | $40, 000 


Local contribution in percent: 22 percent. 


Fiscal = Fiscal year 
1955 | 1956 





I a a a ll | $20, 000 | $20, 006 
x. 


Engineering costs: None*. 


. Status: Under implementation. 
. Estimated completion date: May 1956. 


Remarks: *The project made no separate provision for engineering expenses, 
Any required engineering on the purchased equipment was included in 
the purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: ROK Army clothing factory. 


Type: Garment factory. 
Location: Pusan, Korea. 


. Benefits: The present plant is a high cost operation and suffers from frequent 


breakdowns. The new equipment will expand the output of the plant and 
will reduce the operating costs. 


. Estimated total cost: $302,000 (estimated). 
. United States contribution in percent: 83 percent. 


Fiscal year | Fiscal year 
1955 1956 





Cee ee i a eseanieaasniinieiinll | DED Lo ctcccnnuaca 


. Local contribution in percent: 17 percent. 


Fiscal year | Fiscal yee 
1955 198 
Ct in ctineie abet ciieitinbnndnisthakapecbsabebbinchbandaceibenbabneneae $50, 000 


Engineering costs: None*. 

Status: Equipment being manufactured. 

Estimated completion date: June 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The cal user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Kukje Telephone Construction Co. 

Type: Communications equipment. 

Location: Seoul, Korea. 

. Benefits: The end-user is already an established telephone wire producer. 
This project by providing for the jacketing and drawing of wire in Korea will 

permit the substitution of $73,000 of raw materials for $272,000 of imported 
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finished wire. The equipment to be purchased will draw and jacket up to 
7.5 million yards of wire annually. 


. Estimated total cost: $70,000 (estimated). 
. United States contribution in percent: 79 percent. 


(a 
Fiscal year | Fiscal year 
| 1955 1956 


Nn ao dnc cea adebeeaoreunemendaseaess kcemeensdnes SOR OOO Hiaccscwacaks 
ie NON oon eccceass ceawenceteamaneeeees iounaeewen ue seas ee ee ee $5, 000 


. Local contribution in percent: 21 percent. 





I cnsiicns tus exacesddacsussencsneeccncdcnseesandecssemeesnerenes | $10, 000 $5, 000 


. Engineering costs: None. 
. Status: Orders prepared and await ICA/W approval. 
. Estimated completion date: May 1956. 


MANUFACTURING AND PROCESSING 


Project title: Asbestos plant. 
Type: Asbestos plant. 
Location: Anyang, Kyonggi-Do, Korea. 


. Benefits: There is an essential demand for a number of asbestos products in 


South Korea. If requirements cannot be met from domestic production, 
imports will be necessary. Asbestos is available in Korea at a number of 
mines. The project will make for a better utilization of Korean resources 
and will eliminate the need for import of asbestos products. Thus the 
project will contribute materially to an economy of self-support. 


. Estimated total cost: $660,000 (estimated). 
. United States contribution in percent: 80 percent. 


NPN hon 5 eT is wie en ehuesennieaaeaimawelbenhe EES 
I ioe a cues oui cian sa eeeneeeeeaaneenmahnaaaennall $225, 000 


. Local contribution in percent: 20 percent. 


Fiscal year Fiscal year 
1955 1956 


acc unccoimcsdvavnes Ginkssleiiabntakusaddtiabenedeucle $80, 000 $50, 000 


. Engineering costs: None.* 
. Status: Under procurement. 
. Estimated completion date: June 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required eneineeteng on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Leather plant. 


Type: Leather processing and shoe manufacturing. 
Location: Taejon, Korea. 
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Benefits: One of the basic needs of the Korean military establishment and of 
the national police is combat boots. Good quality leather and shoe machin- 
ery are necessary to the manufacture of satisfactory boots and shoes. The 
project will provide facilities for the making of an improved quality of leather 
and for the production of boots and shoes. This project will reduce the 
number of combat boots and shoes which must be procured from abroad. 
This makes a significant contribution to the Korean economy. 

Estimated total cost: $480,000. 

United States contribution in percent: 82 percent. 


| Fiscal year | Fiscal year 
1955 | 956 








a ar atl inp iasies Meader tt le. 


TE a iis nines MRS 8. 
(6) Counterpart nok hiiebaate ite “ | $175, 000 





. Local contribution in percent: 18 percent. 


| Fiscal year | Fiscal year 
| 1955 | 1956 


IR isin iscecennwe Lehvéve desea ween heake baie bbe kh pate dest sound $35, 000 
| 








Engineering costs: 0*. (Included in local labor costs.) 

Status: Machinery being manufactured. 

Estimated completion date: March 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Haptong book printing plant. 


Type: Book publishing. 
Location: Seoul, Korea. 


. Benefits: Korea is deficient in printing plants for the printing of necessary 


scientific and general educational books. This plant will provide much- 
needed facilities in this field. 
Estimated total cost: $475,000. 


. United States contribution in percent: 79 percent. 


| 
| Fiscal year | Fisacl year 
| 1955 1956 


i een I eae atti le saiokad 
(6) Counterpart._..--..-..-- a ls tania aden acca gS neater iio Minin is fwatall ineuias Si wiaiad $175, 000 





Local contribution in percent: 21 percent. 

















Engineering costs: 0*. (Included in local labor costs.) 

Status: Contract negotiations are being conducted. 

Estimated completion date: March 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 
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MANUFACTURING AND PROCESSING 


Project title: Potassium chlorate plant. 

Type: Chemical processing plant. 

Location: Seoul, Korea. 

Benefits: Potassium chlorate is an essential chemical which at present must be 
imported into Korea for use in the manufacture of matches and for other 
purposes. Potassium chloride from which potassium chlorate is made can 
be imported into Korea and processed at a considerable saving of foreign 
exchange. When Korean sources of potassium chloride are developed even 
greater savings will accrue. The project, therefore, results in an immediate 
contribution to viability and is an important step in the direction of making 
a better use of Korean natural resources. 

Estimated total cost: $265,000. 

United States contribution in percent: 85 percent. 








| Fiscal year | Fiscal year 
| 1955 1956 


(a) Dollar aia bali ails king te las ahacaeies apa a . - = | $225, 000 
1) COORRUOEIINE oo nimeneaccccncowas a ee Sieecwarnie Mien 


Local contribution in percent: 15 percent. 





| 
Fiscal year | Fiscal year 
| 1955 | 1956 


Amount. 


saree povieanettaneawen | $10, 000 | $30, 000: 


Engineering costs: 0*. (Included in local labor costs.) 

Status: Contracts have been let. 

Estimated completion date: July 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Three-wheel truck plant. 


Type: Manufacture of motor vehicles. 

Location: Pusan, Korea. 

Benefits: The three-wheel truck has been found suited to a large part of 
the local transport needs of Korea. The trucks are of small capacity and 
size and are capable of traversing the narrow roads and streets sometimes 
encountered in Korea. They are also economical and efficient for short 
hauls. Manufacture of these vehicles in Korea will save exchange which 
otherwise would be necessary for their purchase abroad. The plant will 
thus make a contribution to the Korean economy. 

Estimated total cost: $550,000 (estimated). 

United States contribution in percent: 85 percent. 


| Fiscal year | Fiscal year 
1955 1956 


i) EM os cc akeses [nub epamPbab ate naka neih< tak echant 1) WURRD ORO sts snce 
(6) Counterpart-.---- Sibir ies Gita og a ne a ahecs Lace aelgidl $70, 000 
| 
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Fiscal] year | Fiscal year 
1955 1956 


Reale scorstclusredcpesssuusweds cnccseeusceusaccesns boneaeeets | $20, 000 $60, 000 


. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Contracts are being negotiated. 
. Estimated completion date: May 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Hanguk Tire Manufacturing Co. 


Type: Rubber and rubber products plant. 
Location: Seoul, Korea. 


. Benefits: There are approximately 50,000 military and essential civilian ve- 


hicles in the Republic of Korea. The import of tires and tubes is a large 
drain on foreign exchange. The manufacture of new tires and tubes and the 
recapping of tires will reduce this foreign exchange requirement and will con- 
tribute to self-support. 


. Estimated total cost: $450,000 (estimated). 
. United States contribution in percent: 90 percent. 


Fiscal year | Fiscal year 
1955 1956 


es sale eek aaa Nees EE Scns caseatinsssacs 
Ne eee nnn nnn ne res Sao mace tad $105, 000 





. Local contribution in percent: 10 percent. 





Fiscal year | Fiscal year 
1955 1956 








. Engineering costs: 0*. (Included in local labor costs.) 


Status: Negotiating contracts. 

Estimated completion date: July 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required ‘engineering on the purchased equipment was included in the 
purchase price. The end user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Bottle glass plant. 


Type: Manufacture of glass containers. 

Location: Seoul, Korea. 

Benefits: The plant will produce glass containers for the Korean market. There 
has been a great deficit in glass containers and a large part of the supply 
available has been from salvage of bottles from U. 8. Army dumps. The 
plant will not only expand bottle glass production but will provide bottles of 
a standard quality not obtainable from existing hand operated plants. Such 
glass products in the past have had to be imported. This plant will make a 
a significant contribution to the establishment of an economy of self-support. 


. Estimated total cost: $435,000 (estimated). 
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. United States contribution in percent: 85 percent: 


l 
Fiscal year | Fiscal year 
19. 1956 


ia re ul id ial ves tid tesmiaieahdea 4 bien aw aad eel | See OE ein ect 
il EI ot. cr cinnapdamndeenaaeS ewaenes bhecabeuuncumaemaie’ | iisimeapaanmad $35, 000 


. Local contribution in percent: 15 percent: 





Fiscal year | Fiscal year 
1955 1956 


daninpecinecapeqhadsnanenascaasses secnesenscsececscetondenscectelssncencscone $65, 000 


. Engineering costs: 0*. (Including in local labor costs.) 
. Status: Equipment being manufactured. 
. Estimated completion date: July 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Rubber accelerator plant. 


Type: Chemical ong plant. 
Location: Seoul, Korea. 


. Benefits: Rubber accelerators and its byproduct pigment lake are necessary to 


improve durability and hardness of rubber products essential to the Korean 
economy. Insecticides and pesticides which can be manufactured by this 
plant are essential to agriculture. In the past it has been necessary to import 
such chemicals. The project will make it possible to save foreign exchange 
through the production of these chemicals in Korea from Korean and im- 
ported raw materials. This will make a contribution to Korean self-support. 


. Estimated total cost: $168,000 (estimated). 
. United States contribution in percent: 64 percent. 





Fiscal year | Fiscal year 
1955 1956 
NEI i Sanna GbR aaa ean pine. unwencsiieiieenmebis ; $108, 000 | Saket wham 


(6) Counterpart 


a 


. Local contribution in percent: 36 percent. 


| Fiscal year | Fiscal year 
1955 1956 





a a aie nae eh a iz : ds wie ciate | $30, 000 | $30, 000 


. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Under implementation. 
. Estimated completion date: June 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Metal working plant—Chosun Ball Bearing Co. 
Type: Metal working plant. 
Location: Inchon, Korea. 
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Benefits: The project will enable the plant to produce balls which now must 
be imported. After completion of the project the plant will be able to 
supply Korean requirements for ball bearings. This will result in a savings 
of foreign exchange and hence will contribute to viability. 

Estimated total cost: $425,000 (estimated). 

United States contribution in percent: 81 percent. 








Sia ro ene 
1955 
pee = bile iinet andi acm ‘ 
a en i ena cumaeas $200, 000 
b. Counterpart.__- cE Rea ee eee ; 


| ss | ~ $145, 000 





Local contribution in percent: 19 percent: 


| 


| 
| Fiscal year | Fiscal yeal 
1955 


ee +s ~ 








Amount. i a a a gue ee a Se ai ek $50, 000 


. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Buildings being prepared. 
. Estimated completion date: June 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for ali local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Silk waste plant. 


Type: Silk textiles. 
Location: Seoul, Korea. 


. Benefits: Silk waste is that portion of the filament on a cocoon which will not 


unwind in the ordinary manner. For use it requires degumming. combing, 
and spinning. At present nearly all of Korean silk waste is exported and in 
turn types of cloth made from silk waste (for example, raincoat cloth) must be 
imported. Processing of silk waste into cloth will improve the foreign 
exchange position of the ROK Government in that it will decrease imports 
and increase the value of exports. Thus a contribution will be made toward 
self-support. 


. Estimated total cost: $870,000 (estimated). 
. United States contribution in percent: 80 percent. 


| Fiscal year 1955 Fiscal year 1056 


NN. Sei, pace bbe desandeuiwesceckee at $470, 000 


(0) Counterpart. ae ‘ ; eee : & ~~ $230, 000 








Local contribution in percent: 20 percent: 


|Fiscal year 1955| Fiscal year 1956 











Engineering costs: 0*. (Included in local labor costs.) 
Status: Under procurement. 
Estimated completion date: June 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 
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MANUFACTURING AND PROCESSING 


Project title: Silk filature. 

Type: Silk textiles. 

Location: South Korea. 

Benefits: Silk filature in South Korea is carried on by the use of antiquated 
equipment. Introduction of modern filature equipment will reduce the 
present extremely high labor cost of raw silk production and will result in 
the production of a better average grade of raw silk. Since a large part of 
Korean silk production is for export as raw silk or as silk cloth, these im- 
provements will result in increased foreign exchange earnings. This will 
contribute to the establishment of an economy of self-support. 

Estimated total cost: $1,025,000 (estimated). 

United States contribution in percent: 85 percent. 


Fiscal year | Fiscal year 
| 1955 | 1956 





I ee os nid Sah Rn Sai aeeadnen Rene beammaneanamin 
I a as ae es ore a eee NERS 


Oras ee _ 


Local contribution in percent: 15 percent. 








Fiscal year | Fiscal year 

| 1955 1956 
—_ —iaiet "= | — — 
Amount.......---- ela! sates at a IS | $100, 000 | $50, 000 





Engineering costs: 0*. (Included in local labor costs.) 


. Status: Machinery not yet procured. Request has been made to allow 


Japanese procurement instead of United States. 

Estimated completion date: June 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


Project title: Silk weaving and processing plant. 

Type: Silk textiles. 

Location: Junjoo, Kyongsang-Namdo, Korea. 

Benefits: At the present time the company produces a limited number of 
patterns and colors in 28 inch cloth. After completion of the project the 
company will be able to produce a greater amount of wider cloth in a wider 
variety of patterns and colors. This will make it possible for the company 
to expand its export markets. Korean earnings of foreign exchange from 
the export of silk cloth will be much greater than earnings at present from 
the export of raw silk. The project will thus contribute towards an economy 
of self-support. 

Estimated total cost: $686,000 (estimated). 

United States contribution in percent: 84 percent. 


| Fiscal year | Fiscal year 
1955 | 1956 


(a) Dollar- i on teasers hice ‘ esi tiiel Peveaciadidiantoitatod We a eee eee 
(>) Counterpart.......-- ; sud aa . pcbiaas scales $200, 000 
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Local contribution in percent: 16 percent. 





Fiscal year | Fiscal year 
1955 1956 


Ta catia tc ood, mass alates clae sade as ibe ac Satine ballin ested lo eg os sda $35, 000 $75, 000 


. Engineering costs: 0*. (Included in local labor costs.) 


Status: Under procurement. 

Estimated completion date: June 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Auto spare parts plant. 


Type:. Metal working plant. 
Location: Pupyang City (Between Seoul and Inchon, Korea). 


. Benefits: When this project is finished the plant will be capable of supplying 


about one-third of the domestic requirements of parts manufactured—piston 
valves, bearing rods, connecting rods, king pins, and piston pins, truck and 
bus bodies, and autosprings. ‘These spare parts are essential to the operation 
of the fleet of motor vehicles in Korea. The output of this plant will reduce 
necessary imports and will make a contribution to the establishment of an 
economy of self-support. 


. Estimated total cost: $500,000 (estimated). 
. United States contribution in percent: 81 percent: 


—_;--—- 
Fiscal year | Fiscal year 
1955 1956 





I ac il ani ee aie aa al rd Rai idl $225, 000 j........--.. 
ae canter ince its antan  ehTocaiie borates is See dacie a ahaa smemneaanns $180, 000 
i 


. Local contribution in percent: 19 percent: 


| 
Fiscal year | Fiscal year 
1955 1956 


ira eh a Seas Gia es bsscea licks apd paeinissistalain ences ee Sicha Gree dncaete aes $50, 000 $45, 000 





. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Under procurement. 
. Estimated completion date: July 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Marble plant. 

Type: Quarrying and stone dressing. 

Location: Sochung Island (75 miles northwest of Inchon, Korea). 

Benefits: It is-expected that some of the marble produced by this plant will be 
exported. Earnings of foreign exchange resulting from such export would 
contribute to an economy of self-support. 

. Estimated total cost: $445,000 (estimated). 
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United States contribution in percent: 79 percent. 


Fiscal year 


Fiscal year 
1955 


1956 








(a) Dollar 


Oy UIE Go nnncccenenenenenscdeeaees SAA KS saree nammeensesdrgslnerekennie | ~~ $200, 000 


Local contribution in percent: 21 percent. 


Fiscal year | Fiscal year 
1955 1956 


$50, 000 $45, 000 


_| 
ee est eet eee ea eae ese nenan ew aduannee ‘ | 


Engineer costs: 0*. (Included in local labor costs.) 

Status: Negotiations underway for equipment. 

Estimated completion date: June 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Limestone crushing plant. 


Type: Quarrying and mineral processing. 
Location: South Korea. 


Benefits: The soils of Korea tend to be too high in acid content for optimum 
growing conditions. Limestone acts as a soil conditioner and the production 
of these two plants will have a significant beneficial effect in expanding 
agricultural production and thus contribute to self-support for the Korean 
economy. 

Estimated total cost: $812,000 (estimate). 

United States contribution in percent: 94 percent: 


| Fiscal year 


| 
Fiscal year 
| 1955 


| 1956 


I aided oka Lt oa ee ee etree mab ere baw as imate 
(0.) Counterpart 


$500, 000 ~ ot 


Local contribution in percent: 6 percent: 





| 
Fiscal year | Fiscal year 
| 1955 1956 





Engineering costs: 0*. (Included in local labor costs.) 

Status: Under procurement. 

{stimated competion date: July 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Agar-Agar Plant No. 1 

Type: Food processing plant 

Location: Pusan, Korea 

Benefits: The modernization of agar-agar production will improve the quality 
and increase the quantity of agar-agar produced in Korea. Increased pro- 
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duction will come about not only through the fact that the plant will make 
possible higher yield from seaweeds processed than is possible from con- 
ventional methods but also through the fact that the plant will make possible 
the use of additional seaweeds not otherwise useable. Since agar-agar is 
produced in Korea for export, this project will increase Korea’s foreign ex- 
change earnings and hence will contribute to viability. 


. Estimated total cost: $490,000 (estimated). 
. United States contribution in percent: 85 percent. 


| 
| Fiscal year | Fiscal year 
1955 1956 


} 
a a a ee. 
(6) Counterpart | 


. Local contribution in percent: 15 percent. 





| Fiscal year | Fiscal year 
1955 | 1956 





| 


NN a rn oe piece amen ee a eh owen ews wial within are ; sage eieas $75, 000 


. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Negotiating for purchase of machinery. 


Estimaled completion date: July 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Agar-Agar Plant No. 2 


Type: Food processing plant 
Location: Sunchon, Cholla Namdo, Korea 


. Benefits: The modernization of agar-agar production will improve the quality 


and increase the quantity of agar-agar produced in Korea. Increased 
production will come about not only through the fact that the plant will 
make possible higher vield from seaweeds processed than is possible from 
conventional methods but also through the fact that the plant will make 
possible the use of additional seaweeds not otherwise useable. Since 
agar-agar is produced in Korea for export, this project will increase Korea’s 
foreign exchange earnings and hence will contribute to viability. 


. Estimated total cost: $235,000 (estimate). 
. United States contribution in percent: 85 percent. 


| Fiscal year | Fiscal year 
1955 | 5 


ep ree eka psec shainie Lee sabi ken | $150,000 |.....- ae 
(6) Counterpart. ane cal $50, 000 


Local contribution in percent: 15 percent: 





Fiscal year | Fiscal year 
1955 | 1956 





a eee awnne | $10,000 | ~~ $25, 000 


Engineering costs: 0*. (Included in local labor costs.) 
Status: Under procurement. 
Estimated completion date: May 1956. 
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Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


Project title: Agar-agar plant No. 3. 

Type: Food processing plant. 

Location: Seoul, Korea. 

Benefits: The modernization of agar-agar production will improve the quality 
and increase the quantity of agar-agar produced in Korea. Increased pro- 
duction will come about not only through the fact that the plant will make 
possible higher yields from seaweeds processed than is possible from con- 
ventional methods but also through the fact that the plant will make 
possible the use of additional seaweeds not otherwise useable. Since agar- 
agar is produced in Korea for export, this project will increase Korea’s 
foreign exchange earnings and hence will contribute to viability. 

Estimated total cost: $235,900 (estimated). 

United States contribution in percent: 83 percent. 


| Fiseal year | Fiscal year 
| 1955 1956 


(6) Dollar | 


= ¥ ( ’ | eee ee wee ewe 
(6) SSOUMIOP DONE no ncnndcnonsccs écnaanamaat pnidenicixbcixncimannkidinawidteledanincneal 





Local contribution in percent: 17 percent. 


Fiscal year | Fiscal year 
1955 | 1956 





SEE FORCE TOE IAT TAO IER da $10,000 | $25, 000 


Engineering costs: 0*. (Included in local labor costs.) 

Status: Machinery being manufactured. 

Estimated completion date: March 1956. 

Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


Project title: Paper mill (Dae Han). 

Type: Paper manufacturing. 

Location: Seoul, Korea. 

Benefits: One of the constant and major foreign exchange outlays by Korea is 
for newsprint. At present about three-fifths of the requirement of 25,000 
M/T must be imported. This project will contribute toward self-sufficiency 
in newsprint and will, therefore, reduce necessary foreign exchange expendi- 
tures. This will improve Korea’s chances for the establishment of a viable 
economy. 

Estimated total cost: $760,000 (estimated). 

United States contribution in percent: 86 percent: 


! 
| Fiscal year Fiscal year 
1955 | 5 

SOU ONO Noises aces 
LccecWeawcds so he nus Rdkupies cubs ask eeteniead scien catgiceon ia $250, 000 


nea. cnmeeneenaa alsa saa cst fel pein Sasa id ave dat | 
(6) Counterpart 
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5. Local contribution in percent: 14 percent: 





Fiscal year | Fiscal year 
1955 | 1956 


ai ill caida esa ghineidlinnioie | $50,000 | $60, 000 


. Engineering costs: 0*. (Included in local labor costs.) 
. Status: Orders being solicited. 
. Estimated completion date: November 1956. 
Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


Cone 


MANUFACTURING AND PROCESSING 


1. Project title: Paper mill (Chung-gu). 
Type: Manufacture of paper. 
Location: Taegu, Korea 
2. Benefits: At present Korea imports a considerable amount of printing paper. 
The expansion of this plant will decrease required imports as pulp can be 
purchased at less cost than paper. The plant will make a contribution to 
the establishment of an economy of self-support. 
3. Estimated total cost: $771,000 (estimated). 
4. United States contribution in percent: 74 percent. 


Fiscal year | Fiscal year 
1955 | 1956 


apanneennngeeny oo 


as — . - piiniendiinninl te 
a a ot eS ea i ak ORF 00 Fiicia.s. 
ne I oo. oo ehebiniieeanine Favceveciitatmmacekesean cup nnwn aes $200, 000 


5. Local contribution in percent: 26 percent. 


i a = 
| Fiscal year | Fiscal year 
1955 | 1956 





Ih tosiaidic iis wikia achdeeiia ba aaa mambdae eideiibatiednen ayes aches Abs ssi elncaareiedeiateaaara obs | $200,000 


Engineering costs: 0.* (Included in local labor costs.) 

Status: Contract being negotiated. 

Estimated completion date: Delivery period ends Dec. 31, 1956. 

temarks: *The project made no separate provision for engineering expenses, 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


Pn 


MANUFACTURING AND PROCESSING 


1. Project title: Paper mill (Sam Poong). 
Type: Manufacture of paper. 
Location: Kyonggi Do, Korea. 

2. Benefits: One of the constant and major foreign exchange outlays by Korea is 
for newsprint. At present about three-fifths of the requirement of 25,000 
M/T must be imported. This project will contribute toward self-sufficiency 
in newsprint and will, therefore. reduce necessary foreign exchange expendi- 
tures. This will improve Korea’s chances for the establishment of a viable 
economy. 

3. Estimated total cost: $1,300,000 (estimated). 
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. United States contribution in percent: 62 percent: 


Fiscal year | Fiscal year 
1955 1956 


ce cress ip tain ecm moines te ele cad sped Ube tonsa SURI O08 f cveciictannn 
IN 5 dts acre isch esa eeckicse msi senses lita coasting mis isl aicaladacdianttied $300, 000 


. Local contribution in percent: 38 percent. 


Fiscal year | Fiscal year 
1956 


chai esiigi shageecai yaa iaiet aia cl aaa apie aaa ania miar ik ania easipaoaIeS $300, 900 $200, 000 


. Engineering costs: 0.* (Included in local labor costs.) 
. Status: Contracts being negotiated. 
. Estimated completion date: November 1956. 


Remarks: *The project made no separate provision for engineering expenses. 
Any required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Small industrial enterprises. 


Type: Manufacturing and processing. 
Location: South Korea. 


. Benefits: These small industrial enterprises will contribute to the establish- 


ment of a viable economy and to the strengthening of a private enterprise 
system. Projects are screened for essentiality of production if for domestic 
consumption and for being either foreign exchange earners or foreign ex- 
change savers. 


. Estimated total cost: $3,000,000 (estimated). 
. United States contribution in percent: 100 percent. 


Fiscal year 1956 


citi nei een kiwi anieaee Meenpietl $3, 000, 000 
(b) Counterpart (') 


. Local contribution in percent: (') 
. Engineering costs: 0*. (Included in local labor costs.) 
. Status: No agreement as yet has been reached with the ROK Government 


on the specific projects to be implemented. 


. Estimated completion date: 


Remarks: ! Counterpart requirements will arrive in fiscal year 1957. Same 
ROK contribution will be made during fiscal year 1956, but it is not possible 
to estimate. 

*The project made no separate provision for engineering expenses. Any 
required engineering on the purchased equipment was included in the 
purchase price. The end-user is responsible for all local engineering. 


MANUFACTURING AND PROCESSING 


. Project title: Fertilizer Plant No. 2. 


Type: Nitrogen fertilizer (urea). 
Location: South Korea, 


. Benefits: This fertilizer plant will have a capacity to produce about one-third 


of the total nitrogen fertilizer requirements of South Korea. Fertilizer is 
necessary to provide an adequate agricultural production in South Korea. 
The establishment of this plant will decrease by $8,000,000 to $10,000,000 
per year the foreign exchange required for imported fertilizers. This will 
make a major contribution to the creation of a self-supporting economy. 


. Estimated total cost: $19,000,000 (dollar cost only).! 
. United States contribution in percent: 100 percent, 


Fiscal year 1966 


le a cals dean ceit daa ig neni taidicsa ee nienied aaa eanenniaarinnt $19, 000, 000 
b. Counterpart 
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Local contribution in percent: 


. Engineering costs: $500,000.2. Included in local labor costs. 
. Status: Agreement in principle has been reached with ROK Government, but 


but details are yet to be agreed to. 
Estimated completion date: March 1958. 
Remarks: ! The counterpart requirement will arise in fiscal year 1957 and 
continue in fiscal year 1958. The counterpart requirement will perhaps be 
equivalent to $5,000,000 in total. ROK contribution is expected to be about 
5 percent of total cost of project. 


2 Some of engineering on first plant can be used on second plant and hence 
the engineering costs are less. 
MINING AND MINERALS 


Project title: Hambaek Development. 
Type: Anthracite Coal Mining. 
Location: Hambaek Coal Field, Kangwan-Do, Korea. 


- Benefits: Korea is suffering from a shortage of fuel. To meet this shortage it 


has been necessary to import quantities of bituminous coal and to overcut 
the forests. ‘This has caused a heavy drain on available foreign exchange 
and has depleted the forests. Expanded coal production will contribute 
to the solution of one of Korea’s most difficult problems. 


. Estimated total cost: $600,000 (estimated). 
. United States contribution in percent: 100 percent. 


Fiscal year 1936 


i ile a bl celia pil $550, 000 
Neen eT Tn dibtewademusnamendidiod 50, 000 


Local contribution in percent: —. Amount, $5,659,000. 
Engineering costs: (*). 


. Status: Agreement has been reached on basic project outlines. Details of 


project being prepared. 


. Estimated completion date: June 1957. 


Remarks: *Engineering services will be furnished by UNKRA during fiscal 
year 1956. 


MINING AND MINERALS 


. Project title: Hambaek Exploratory Drilling. 


Type: Mineral Exploration. 
Location: Hambaek Coal Field, Kangwan-Do, Korea. 


. Benefits: Data obtained from exploratory drilling will give information for 


development of an overall fuel policy and will make it possible to determine 
best location for mines and mine layouts. The fiscal year 1956 dollar budget 
is estimated to be about two-thirds the total dollar cost of necessary drilling. 
Balance will have to be financed out of fiscal year 1957 funds. 


. Estimated total cost: $550,000 (estimated). 
. United States contribution in percent: 100 percent. 


Fiscal year 1956 
ee ee enami an aeunks $500, 000 
Ne eG KOR ARN Sine dn nis wane wate 50, 000 


. Local contribution in percent: —. 
. Engineering costs: —. 
. Status: A firm request for $680,000 of UNKRA funds was agreed to by the 


ROK Government but was not enough to make contract for full drilling 
rogram with private contractor. In division of responsibilities OEC and 
NKRA agreed to transfer of project because it is believed that ICA can 

save money by contracting with US Bureau of Mines or US Geological 

Survey to furnish a team. Project transfer has not yet been discussed with 

- ROK Govt. 


. Estimated completion date: June 1957. 
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FISHERIES 


. Project title: Fish boat construction. 


Type: Construction of wooden fishing boats. 
Location: South Korea, 


. Benefits: Expansion of the fishing fleet will result in increased landings of 


fish and marine products. Korea is not only short in her total supply of 
food, but extremely short on animal proteins. Increased production of 
fish will alleviate this dietary deficiency and will also make possible increased 
foreign exchange earnings through the sale of more marketable varieties. 


. Estimated total cost: $1,412,000 (estimated). 
. United States contribution in percent: 85 percent. 


Fiscal year 1956 


I a ad a ali tl ac hn ahaa sadn  clentcertion $1, 000, 000 
a lack an ei aieinenir te 1 200, 000 


. Local contribution in percent: 15 percent, $212,000 '. 
. Engineering costs: None. 
. Status: Project has been informally agreed to between OEC and ROK Govy- 


ernment. PPA is being prepared. 


. Estimated completion date: June 1957. 


Remarks: ! Additional local currency costs will be encountered in fiscal year 
1957 at an estimated equivalent of about $500,000. 


EDUCATION 


. Project title: Laboratory and classroom equipment for colleges of agriculture 


medicine, and engineering. 
Type: Educational. 
Location: Seoul and Suwon, Korea. 


. Benefits: This project will provide equipment and material required to replace 


or repair items and facilities damaged during the period of hostilities. 


. Total cost: $1,300,000. 
. United States contribution: 96 percent. 


Fiscal year 1956 


ea ala i aan a cada deapian an ibiibin adit sen ete aendinienth $1, 150, 000 
iain ater ia ne ilbninn tne itn tale sedis emia maealinmen 100, 000 


. Local contributions: $50,000. 
. Engineering costs: None. 
. Status: Delivery of materials to begin January 1956 and completed and in- 


stalled by December 1956. 


. Estimated completion date: December 1956. 


EDUCATION 


. Project title: Rehabilitation and construction of buildings at Colleges of 


Agriculture, Engineering and Medicine of Seoul National University. 
Type: Educational. 
Location: Seoul and Suwon Korea. 


. Benefits: This project will assist in rebuilding the war-damaged physical plant 


of the Colleges of Agriculture, Engineering and Medicine. 


. Total cost: $2,372,220. 
. United States contribution: 100 percent. 


Fiscal year | Fiscal year 
1955 1956 


SS iia ig hacienda eaebdanaitednSabneuniecnapeeasndabhnnmcaawamn’ ee 
ELE LOL RT A IOC EOD, FEET TT $1, 825, 220 


. Local contributions: None. 

Engineering costs: None. 

. Status: Procurement has been authorized and delivery of material expected 
to begin by February 1956. Delivery should be completed by June 30, 

1956, and Rehabilitation and Construction accomplished by January 1957. 

. Estimated completion date: January 1957. 
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EDUCATION 


1. Project title: Operating facilities for Seoul National University. 
Type: Educational. 
Location: Seoul and Suwon Korea. 

2. Benefits: This project will provide the materials for and the actual rehabilita- 
tion and construction of essential buildings damaged or demolished during 
the Korean War. These buildings are located in the Schools of Engineering, 
Nursing, Medicine, Veterinary Medicine and Agriculture. In addition it 
will provide such laboratory and other classroom equipment and supplies 
necessary to strengthen the Educational and Research program of the 
University. 

3. Total cost: $2,689,000. 

4. United States contribution: 100 percent. 


Fiscal year 1956 
ee ai oa a ahcm ask amen pines $1, 450, 000 
a es 1, 239, 000 


. Local contributions: None. 

. Engineering costs: Included in counterpart. 

. Status: Arrival of construction materials, equipment and supplies May to 
August 1956. Complete installation of equipment and repair and construe- 
tion of buildings by January 1, 1957. 

8. Estimated completion date: January 1, 1957. 


“IA 


EDUCATION 
Fiscal year 1956 


1. Project title: Elementary Classroom Construction. 
Type: Educational. 
Location: Throughout Korea. 

2. Benefits: This. project will provide the basic construction materials for the 
rehabilitation and construction of permanent type school classrooms to 
replace a portion of the 10,329 classrooms completely destroyed and the 
11,006 classrooms partially destroyed during the Communist invasion. 

3. Total cost: $2,465,578. 

4. United States contribution: $2,265,578. 92 percent. 


Fiscal year 1956 
ccs cen eh manne $1, 000, 000 
REE ERE Pa IES SE a ER Fe a 1, 265, 578 


. Local contribution: $200,000. 

. Engineering costs: Included in counterpart. 

. Status: Arrival of construction materials approximately June 1956. Com- 
pletion of rehabilitation and construction of individual projects February 
1957. 

8. Estimated completion date: February 1957. 


“IQ 


ExHIBIT D 
PROGRAM STATUS REPORT 


International Cooperation Administration, fiscal years 1954-56, Korea, July 
1956, United Nations Command, Office of the Economic Coordinator for Korea 


Prepared by Reports and Statistics Branch, Office of Program Planning, Office 
of the Economic Coordinator for Korea 


Unitep Nations COMMAND, OFFICE OF THE ECONOMIC COORDINATOR FOR KOREA, 
Avueust 31, 1956 


PREFACE 


This report is the joint effort of the Office of the Controller and of the Office 
of Program Planning working cooperatively. The air is to provide comprehen- 
sive answers regarding the progress being made in implementing the economic 
aid program in Korea of the International Cooperation Administration and its ' 
predecessor Foreign Operations Administration. 
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The categories for data in the project assistance components follow those 
set forth in ICA Manual Order 722.6, Subject: Coding of Documents for Project 
Type Assistance. 

The following definitions of the categories, project and non-project assistance 
are taken from ICA Operations Report, fiscal year 1955, issue No. 4, dated 
November 16, 1955, and technical cooperation from Handbook of Mutual Security 
Legislation. 

(1) Project-type assistance covers all activities of ICA which are primarily 
designed to assist cooperating countries directly in the development or accom- 
plishment of specific undertakings or enterprises. 

(2) Non-project-type assistance is designed primarily to accomplish the trans- 
fer of resources from the United States to the cooperating countries to enable 
them to meet broad economic or defense support needs. This includes the “com- 
modity programs” carried out by means of procurement authorizations (PA’s). 

(3) Technical cooperation programs are for the international interchange 
of technical knowledge and skills designed to contribute primarily to the 
balanced and integrated development of the economic resources and produc- 
tive capacities of economically underdeveloped areas. 

Included in the data for non-project assistance under “Agricultural com- 
modities” is shown the category: “Section 402.” The commodities listed there- 
under are United States surplus agriculutral commodities. 

Measurement of program status is determined by an elevation of the factors 
shown under the columns headed: “Obligations,” “Contracts,” and “Arrivals,” 
respectively. Program amounts are the current 1956 operational program and 
obligated portions of 1954 and 1955 programs. 

Obligations.—The amounts shown under this heading represent the portion 
of the program for which funds have been obligated by ICA/W. An asterisk 
beside a PA number indicates that the PA has been closed out. For fiscal year 
1956, amounts shown represent those for which project agreements, PIO/T’s 
(United States employed technicians only) and PIO/P’s have been initiated. 

Contracts.—The amounts shown under this heading represent the portion 
of the obligated amount which has been committed for services or commodities 
by contractual arrangements. The value of arrivals is used where copies of 
contracts have not been received. 

Arrivals.—The amounts shown under this heading represent the portion 
of the obligated amount which has been expended, as for technician’s services, 
the value of aid goods, per se, arrived in Korea. 

Figures for contracts and arrivals are cumulative and are the latest available 
as of the close of the reporting period. 

The types of procurement are indicated by letter code, as follows: 

A—United States Agency procurement 
B—Nonspecified end user through Bank of Korea 
C—Specified end user through Bank of Korea 
D—Oflice of Supply, Republic of Korea 
E—Special Procurement 


Abbreviations for programs documentation used herein, are as follows: 
FR—Firm request 
PPA—Project proposal and approval 
PR—Purchase requisition 
PA—Procurement authorization 
P1O—Project implementation order 
PIO/P—Project implementation order participants 
PIO/T—Project implementation order technical assistance 
PIO/C—Project implementation order commodities 
ProAg—Project agreement 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 
Part I-A 
Program summary, total program 
{In thousands of United States dollars] 
1956, for- 
Fiscal year Program warded to Obligations Contracts Arrivals 
ICA/W 
Total pregream............. 780, 268 347, 611 780, 249 589, 075 450 509 
a aan eect I Os iacciasesccominenes 182, 465 180, 872 152, 651 
a aia cama taminncae I Bites corieisoraews 254, 900 240, 942 197, 011 
Riga banat un aecepiaraiieanincelsladainisiees 342, 903 347, 611 342, 884 167, 261 100, 847 
Project assistance com- ; aa  . 
DED acsictdeuceusuwien 339, 421 109, 493 339, 414 235, 576 157, 411 
a a DO ND Bois clateeaciccstetioae 83, 455 82, 353 56, 349 
a es ie cee eieaninies camaree enon I i et sean 146, 485 133. 008 91, 529 
DE bidininacewetheesannenmnosind 109, 481 109, 493 109, 474 20, 215 9, 533 
Nonproject assistance com- 
RNR ocenatenecueneeee 435, 847 233, 105 435, 847 353, 480 293, 092 
ai dia iain aceite albania anaes NE Ecc ontiaws 99, 010 98, 519 96, 302 
ii. chnndiinn anion Ren menne ste: PD Bin iccacbeate 108, 415 107, 934 105, 482 
NS ities Uekcacacicics qatar in Siarastia soins obs 228, 422 233, 105 228, 422 147, 027 91, 308 
Technical cooperation --.-- 5, 000 5,013 4, 988 19 6 
SL te ehhd eke cbk ed aibe aed nbainaneeeenddl nc stekanes chad dbacniacebacdelaceuctusewsnnclenssesnueseucs 
a a I Dee el oma eikhedaanh cbeasmebbacrsnleeeeasanenbens 
RI salami niona ant oleae 5, 000 5, 013 4, 988 19 6 
Part II-A 


Summary status report, fiscal year 1954 program, as of July 31, 1956 


[In thousands of United States dollars] 


























Code/activity field and commodity Obligations, Contracts Arrivals 
PA 

ain lia Aereange canta paki 182, 465 180, 872 152, 651 
i a ie i sales 83, 455 82, 353 56, 349 
10 Agriculture and natural resources._...........-..---.- 1, 209 1, 209 1, 209 
pr Si A cn osibbnbbaenecownean 55, 463 54, 413 31, 189 
ei aah aknnmenbibanl 23, 001 22, 950 20, 693 

50 Health and sanitation---_..- 2, 278 2, 277 2, 206 

i ge oe a mmainia inna maannai 7 7 298 

90 General and miscellaneous 754 754 754 
eI INF icecducntcedctweccsccscusctecccnaceccsanns 99, 010 98, 519 96, 302 
IIT ORI i cee camisole means 26, 493 26, 493 26, 493 
a a a aa ei acc uaniaienineaine 9,712 9, 712 9, 712 
Raw materials and semifinished products__..........----- 35, 346 35, 346 35, 346 
i rena enn eiaeen ane 22, 646 22, 194 19, 977 
Vehicles and other equipment - -.........................- 4, 813 77 4, 774 
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Part II-B 


Program detail—Project assistance component, defense support, fiscal year 1954 


[In thousands of United States dollars] 













































































| Firm —_ Pro- Obliga- © 
‘a request A No. | cure- | tions PA yon- | Arriv- 
Code and activity field No. ment | value | tracts | als 
code | 
one meeeey a 5 a 
neh CON TORRE oo. cssicccccsccanselesecessens [renecencce | ee ia 83, 455 | 82, 353° 56, 349 
——————S —S————S] 
: Agriculture end natural resources........---..|.5-~..~.-5]65--<.-656 | i a 1, 209, | 1,200 1, 209 
13 Crop and livestock development-_-...-.-- |----------]---------- Eeciisee iz 1, 209 | 1, 209 ~ 1,209 
Seed potatoes.............---.------ | 4-96.....| 4112%....| A 42} 42| 42 
Grain warehouses. ._--...-.--------- 4-137....| 4331°.... D 987 | 987 987 
) Crop disease control (sprayers and | 4-62_..-- 4274°....| D 156 156 156 
) dusters}. 
Crop disease control. -........-...-- 4-62..... | oer...1° D 24 | 24 24 
en i oe "85,463 | 54,413 | 31, 189 
J ——— 
3 eT OG OO IONIOOE ss so ce ccbnd ocacawcncdlentucececelsctenees 34, 859 | 33, 809 | 26,700 
2 a CO 
2 iro nenpckecnacaessndshundebs Weadadrakeloaeuneaderleccekncs (29, 117) | (28, 067) | (24, 151) 
8 Rehabilitate Hwach’on power- 
= plant (International Engi- 
6 ee oc cneane a 4216..... E 285 285 265 
a Rehabilitate Hwach’on power- | 4-2_.-.-. 4334_.... A 282 282 170 
. plant (International Engi- 
e neering Co.) 
6 Sydro exploratory survey ------- 4-123__..| 4328_.... E OT sen cutinatacens 
Thermal plant development | 4-61_-.-- 4302_.....| E 26, 500 | 26, 500 | 22,716 
= (Bechtel) 
BE tei i ah ean sean 4-61__..-. 4304_...- E 1,000 | 1,000; 1,000 
Power rehabilitation engineer | 4-124...-) 4329__... E WE cing ccinetiicatccrona es 
services. 
IN So. os oa tp cakentenennembawlesennns ann lucdcuens (5, 742)| (5, 742)| (2, 549) 
Seoul central exchange---.-.--.-.- 4-84__..- 4284... 4 2,460 | 2,460 483 
Seoul telephone cable--------.-- 4-95.....| 4287..... A 1,045 | 1,045 993 
r Communications school equip- | 4-109..._} 4314_._-- A 35 35 28 
ment. 
Maintenance equipment-_-_...-.-- 4-106....| 4298..... A 517 517 505 
Masan cable plant-........-.---- 4-107_...| 49i7..... A 7 97 71 
= Masan telephone exchange-.----.- 4-108....| 4316..... A 7 97 7 
Taejon ee exchange. --_-- 4-111....| 4821..... A 312 PR hs a bcacsaam 
51 Taejon cable plant aia veuedicee | Se A 179 179 103 
= Police communications----.....} 4-110_-..-| 4313....- A 1,000 | 1,000 287 
349 
SB Diemiantaring Gill PTOOeWne. ons os oo finn sn sw fe eccewsnlcccincce 20, 438 | 20,488 | 4,323 
209 —————— 
189 Fertilizer plant, Ch’ungju_......---- 4-132._..| 4318_.... E 19,555 | 19,555 | 3,440 
693 I nn sc ccunas. 4-92_....| 4288..... Cc 110 110 110 
206 Rubber reclaiming plant-..--...-.-- 4-125_...| 4332*_._-. Cc 193 193 193 
298 Aluminum sulfate plant--_-.....-.-- 4-126....| 4333_.... Cc 100 100 100 
754 RMD Ue ONG. 6 oo So on ccd n cece 4-76_.... 4279... Cc 480 480 480 
302 Be Seeperinies end ComstrictiOnh .... «2.02 - eee cd eeccccecceloncccacs 166 166 166 
493 Rehabilitation, Chosun Hotel__...-- | 4-129....| 4330°....| A 24 24 24 
712 Architectural services (King Asso- | 4-65_.--- CN cane E 142 142 142 
346 ciates). 
774 Re IN Sn a we ence tan uomeaeamate Jnaeeeenene| enone 23,001 | 22, 950 | 20, 693 
— ee ccseeeel Lecekniticeal casas ~ 2.009 | 2,009 | 1,593 
Roads and bridges..............---- 4-17..... UP came A 742 742 717 
Ds swicsaunuennudinakaddescube he casecnsiniaeiy 4244... A 203 203 99 
BU ie ag gy an ig es Oe 4-80_....] 4204..... D 1, 064 1, 064 777 
CN a Eke oe ee 17,975 | 17,924 | 16, 083 
i 4-70_--.- ee A 77 7 77 
Construction material_.__---------- 4-94. .__. 4289_.... A 2, 424 2, 424 1, 950 
a eee eee |-z-c------ ear"... A 1 1 
——— assistance contract | 4-99_---- 08... E 196 196 196 
(Utah) 
Rail station warehouses._........--.| 4-102-.-.-| 4290__-_-- D 184 184 182 
ee ee cnn 4202....- A 10,470 | 10,422 | 10, 125 
Freight cars, narruw gage_-.--.------ ivcn cee 4204... A 320 320 309 
SEE BOQDDES. 0... ca cccnasnces a A ec i” | | ae 
Locomotive parts. .......--.----- ccs etek cue 4a7n".....| A 1,641} 1,641] 1,641 
Lumber for repairs....-.--...-----.- See 4307*....| A 277| '277| ‘277 
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Program detail— Project assistance component, defense support, fiscal year 1954—-Con, 


APPROPRIATION BILL, 


1959 


[In thousands of United States dollars] 


Code and activity field 


30 Transportation—Continued 
33 Railways—Continued 
Ocean freight for lumber------------ 
Locomotive headlight equipment. -- 
Watering installations. -_-._-.---- o 
Seoul backshops. ..-.....-..-------- 


34 Port facilities and harbor improvement. 


Port and harbor rehabilitation 
Port and harbor equipment_. 
Cargo handling equipment_-_------ 
Mukho conveyer. -.-._--------- 


50 Health and sanitation 


52 Environmental sanitation 


Water supply system: 
I then ocwnewenl saat dasa psec | 


City of Seoul 


PE UN sin eiesinenioccccencnenn 
nner 


4 large cities 


6) Education 


66 Professional and higher education 


Seoul National University (Minn- 


Technical assistance. -_..-...--..---- 
Program operating costs. ......-.---- 
Technical support, KCAC 





Administrative cost 








Firm | 
request | PA No. | 
No. | 
—_ _—— 
| 
a et 
4-105.___| 4293°____| 
4-64_....| 4267*____| 
Oe sccen 42°6°___- 
4-103....| 4303°___- 
salesiens Sail 4297°__. 
a aatcabesdie 4300* _ _. 
shea ci aasan Th saa 
cc. Sl 
4-101_.__| 4315 aod 
4-119....| 4308°..-..| 
| 
4-138...) 4810...) 
4-130....) 4328°....| 
4-24.....| 4219.... 
4-10...--  —_— 
4-16..--- 4216* 
4212* 
4-22... 4231* 
4264 
easels 4802_...- 
4-88.....| 4299° 
a 
4-115....| 4309__-.. 
4-13 = 4613 











Pro- | Obliga- | 
cure- |tions PA! Con- 
ment value | tracts 
code 
| 
| 
| 
A | 90 90 
A 70 70 
A 64 64 
D 143 140 
A 476 476 
A 60 60 
A 22 22 
A 33 33 
D 117 117 
A 206 206 
A | 104 104 
3,017 | 3,017 
a . \— en 
D 1,328 | 1,328 
D 532 | 532 
A 1, 050 1, 050 
A 107 | 107 
es ee = ee a 
eit hae. 297 
aaa gems | 2,277 
— eee 
A 271 271 
A 19 19 
A 557 | 057 
A 47 | 47 
A 20 20 
D 474 474 
D 78 78 
D 812 811 
pivatnens 750 750 
eieceniaie 750 750 
E 750 750 
seabed 754 | 754 
eae 754| 754 | 
E 14 | 14 
ailetaniianiii 25 25 
eee 330 | 330 
decease 385 | 385 





| Arriv- 
als 

















Ag 


Fu 


Ra 
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Part II-C 


Program detail—Nonproject assistance component, defense support, fiscal year 1954 
{In thousands of United States dollars] 











































































Pro- | Obliga- 
Commodity Firm re- | PA No. | cure- | tions PA} Con- — 
quest No. ment value tracts | 
code 

EINE GIIINBOR Sow icc diccccmomceenelsondesdecsloneecesesalaccences 99,010 | 98, 519 96, 302 
RINE GOIATIINNOE oon cee nwn nn mere cel cacwene seal Sceeecewastaaasuasn 26, 493 26, 49% 493 26, 493 
ee EN ns, dian onsen etd ard nshtnaac Weed caisccsiiinent aac ieiptad 26, 493. 26, 493 | 26,493 
cscs ns sas bbana nena anne 4-28..... oo Cc 574 574 574 
ON! a a ae eS 4-14_.._-  —— D 3,177 3,177 3,177 
eg a ald adh ala iniep oa 4-23__. 4105*____ D 4, 27% 4, 273 4, 273 
a a eerie Grcanes 4108*____ Cc 6, 351 6, 351 6, 351 
in nash sk Gin nage kcnienenier 4-116_...| 4126*___- C 4, 994 4, 994 4, 994 
ah iicricancausc esr eean pine 4-48.....| 41)1°__.. Cc 1,007 | 1,007 1, 007 
RG RE.) uc eetneonaneianaeuennain 4-81___ ae B 1, 000 1, 000 1, 000 
ooo oe nidvnebeoseeceenennann 4-98. _._- a A 1, 881 1, 881 1, 881 
Be 6 abu natkuekaeiamnmubEnemoen 4-13._.__| 4102*___- A 623 623 623 
Batley ocean troleht..... 0. ....-scne-. 4-13..... 4850*___. A 172 172 172 
MN Fo nna on ae oy 4-54... ._ 4113*____| B 691} 691 691 
I oa acriok (nttiikee akties eeenkeare as 4-49.___. ar D 475 475 475 
ee ee a 4-60__. ai?*..... Cc 630 630 630 
TN oid sate coin rvs cnet ecm eee cand 4-29... 4109*___. B 645 645 645 
a a a a I ca 712| 9,712] 9,712 
Petrol, oil and lubricant_........----------- 4-73..... 4252* A 8,499 | 8,499 8, 499 
Bituminous coal_........-.----.------------ 4-46__... 4260*___- Cc 1 213 1, 213 38 213 
Raw materials and semifinished products. -..----}_........_|_..--------]_--.-.-- "35, 346 [3 35, 346 "35, 346 346 
—===—s ———_———_} | 
DO as sac acialisnticne I cscs ksie Mises ccenbiwnnigns 19, 430 | 19,430 | 19, 430 
Ammonium sulfate_.....-..------------- ee 4104*_ A 9,390 | 9,390 9, 390 
PE ctcintcckcssbncabedsdaddenseapeinn 4-86. _... 4123*_.. D 1, 815 1, 815 1, 815 
ene Sa siialiacie seine ah i fo shecems acmemrartt aie 4-15... 4103* A 1, 978 1, 978 1, 978 
2 ee ee ae 4-18__. 4106* A 723 723 723 
De SS debe ieevkaadseennbawh naan 4-86_.... 4125*_. D 5, 272 5, 272 5, 272 
IE oo on caneccnnensnenceusswnenlanncnswce 4130"... D 252 | 25: 252 
a canal ilies 15, 916 iE 15,916 | 15,916 

Pesticides: | 
Sulfate of copper--..---------------- 4-63.....| 4115*_..- B 12 | 12 12 
Derris root and cube root.....---.--]...._..... “iP. 4% B 42 | 42 42 
OU ANAM oo ea caaeces ccc onoused 4269*___.| B 25 | 25 25 
IN oe naw daadetanenee Gril aaicaccuacai rn B 150 150 150 
Re I cs anc cntmacoanens Sita Whe  ee cada 4371* .... B 3 3 3 
BR POO 5 on ccc ee ee sencsnsioecscccs 4-1 on} SUE ween A 1, 313 1, 313 1, 313 
oe ae amaeaaee 4-31 4239* __ B 971 971 971 
EN WEED GE ni ccdnnvencenccsnwnane 4-30 4230* .... B 200 200 200 
| a ee 4-50. 4232* __ C 199 199 199 
PRINENG PANEL... ....-.2- 22. ce-s2---- 4-66.....| 4255*_..- B 280 280 280 
TROL SMOG WADE. -nncidcsenccasccneses 4-69 4256°....} C 50 50 | 50 
PN. Das eae bean cemnanem eee Ee acca 4254*____ B 293 293 293 
eat ccencoisninissaisod AERtca ae 4282*_...| B 1,689 | 1,689 | 1,689 
PRIN RN. oc cinuiemsmeceonnecsaas a eee | C 120 120 120 
i aia a eek ila miei epin [| a Cc 119 119 119 
CS i ia cin ne wind nme ame ei 4-38__..- St B 804 804 804 
SN a ccuimugiaeunsbemecanedan 4-89__..- SE ews B 39 39 39 
ONION een cuiewnenet 4-45_...- 4235*__..| B 1,598 | 1,508] 1,598 
CID NUNER nc nick wdacivenudumckcwae 4-36__... 4236* ___. B 3,445 | 3,445 3, 445 
IN No are des sneness -| 4-39.....] 4237°__. B 1,982 | 1,982 1, 982 
PE on bc actncmetunsuutaake 4-55.....| 4247°.... B 990 990 990 
POND occa nekwn cna neamentins 4-57..... 4245°__.. B 50 50 50 
Medical and pharmaceutical supplies. =. sae 4262*___ B 1, 392 1, 392 1, 392 
Nonmetallic minerals.-...-.------------ 4-89__... 4283°._. B 150 | 150 150 
ssi eainclanownseohen sla Hhaenniegleciad Seven rome 22, 646 =e 22,194 | 19,97 
Miscellaneous industrial machinery--------- 4-85._...| 4276*_... B i. 992 | 2, 992, 2, 992 
Metalworking mechinery Reete haste pees 4-33. ....) 4076:..2.- B 945 | 944 903 
RI tee a, aemcdouistes 4-68___._| 4258__ B 990 990 986 
OO ae 4-52.__..| 4225*___ B 199 199 199 
Iron and steel shapes.....-.-----------------] 4-40_..._| 4233*_.._| B 995 995 995 
DUE ccc caaeacewaceuaeueaue 4-19___._| 4265*___- A 237 237 237 
Iron and steel shapes..-.---.--.-------------| 4+3.----- at... 1, 065 912 912 
Miscellaneous nonferrous metals..-..-------| 4-4_----- 4208*__ A 153 153 153 
ee eg 2s ee teaaa atau 4a...) A 48 48 48 
RAE Ce: 4-114____| 4296*____ A 70 70 70 
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Program detail—Nonproject assistance component, defense support, fiscal year 
1954—Continued 


[In thousands of United States dollars] 





Pro- Obliga- 















































Commodity Firm re-| PA No. | cure- | tions PA| Con- |Arrivals 
quest No. ment value tracts 
code 
Investment salables—Continued 
EE eae B 45 45 45 
I ee Sense ances B 17 17 17 
——— ingots B 148 148 148 
en coameue B 50 50 50 
Wallbeard and fiberboard A 190 190 148 
DT tite ee Cuicacsenntmacensccumamnbinmanacasc A 1 1 1 
Paint and varnish A 79 79 79 
I : A 40 40 40 
Copper, brass, and lead products--..--...--|.....-.--- 4268* ___- A 56 56 56 
Miscellaneous construction materials......_.|_....-...- 4332"... A 423 423 423 
Lumber. Shak inca esia'aosiaenscieara aceite ES ininials 00... A 1, 100 1, 038 1, 038 
Ocean freight sd 4-19____- a A 376 376 376 
Ie oe Rat oa cake uuaamcnais 4-35... es ....1 8 30 30 30 
Denice, Pac pcbhncinsimaunotnitnncweewien 43°0*_.... D 2, 277 2, 277 2, 277 
ne naumaicee 4-41____- 4234°._.. B 1,993 | 1,993 1, 993 
es 4-34___.. C—O B 400 400 400 
Cement and flat glass......_-.......--.-_-_- 4-35....- 4238° _... B 1,688 | 1,688 1, 509 
EEE 4-117...-| 4306*___. B 998 998 998 
Laboratory and scientific equipment-----_-_- 4-58_.._. 4263° _... B 293 293 293 
I oid near cccieeotciimae 4-51__.-- 4246° __.. Cc 499 499 499 
es cacenmiasmsicns 4-44... 4280° ___- D 500 500 500 
a eccicaininneanl ncaa = D 181 181 181 
no, oc cnkenennesnein 4-47__._. 4226* ___- Cc 593 593 593 
RD HE INE nn occ ncnennwcaccus 4-82__._- 4272_.... B 2,845 | 2,609 658 
NN re vc ccotcdodcuscmecosiekes 4-93_....| 4285_...- A 130 130 130 
ee No oc cence ucalonrewenenpnweceetocelcatescce 4,813 | 4,774 4,774 
Auto spare parts............-.- 246 246 246 
Nhs 201 162 162 
Peete ch biwnscucccunicnddnwenicmnn 1,284 | 1,284 1, 284 
IN . 423 423 423 
one ccman teat * 691 | 691 691 
Generators and motors._..................-- 1,968 | 1,968 1, 968 
Part II-D 
Summary status report, fiscal year 1955 program, as of 31 July 1956 
[In thousands of United States dollars] 
Code/activity field and commodity Obligations, Contracts Arrivals 
PA/PR/PIO 

ewe 254, 900 240, 942 | 197, 011 
I ae 146, 485 133, 008 91, 529 
10 Agriculture and natural resources__...........-.._-- 6, 673 6, 459 3, 946 
I ar ec hemes 37, 450 32, 710 13, 244 
I a ees steecniweiene 78, 421 73, 836 57, 358 
ee NS Eee 2, 476 2, 212 1, 562 
Cn ee uea 629 119 27 
a a 143 133 53 

80 Community development, social welfare, and hous- 
Tn ereniil 19, 535 16, 381 14, 197 
90 General and miscellaneous............-.-.....------ 1, 158 1,158 1, 142 
ho iarsdalinoiictlatahariosnennneessesns 108, 415 107, 934 | 105, 482 
Agricultural commodities_................-.--..---.-.-- 30, 003 30, 003 29, 808 
a el 16, 948 16, 785 16, 660 
Raw materials and semifinished products 50, 343 50, 300 49, 638 
hh ER ETE E IR NREL TE 10, 580 10, 307 8, 899 


Vehicles and other equipment 541 539 482 











SECOND 


SUPPLEMENTAL 


APPROPRIATION 


Part II-E 


BILL, 


19 


59 


843 


Program detail—Project assistance component, defense support, fiscal year 1955 


[In thousands cf United States dollars] 





Code and activity field 





Project assistance total..._-. 


extension. 
Central experimental 
bilitation. 


struction. 


12 Land and water resources 
Flood control. -_..--... 


tation. 


10 Agriculture and natural resources 


11 Agricultural research, education, and 


Central experimental station con- 


Sericulture rehabilitation.........-- 
PIO/Ps (participant training)-...... 


Irrigation and land reclamation... 
PIO/Ps (participant training)....... 


13 Crop and livestock development 


Livestock and veterinary rehabili- 








Pro- 

FR/PR/ | PA/PR/ | cure- 

PIO PIO ment 

No. No. code 
station reha- | 5-87__... §310..... D 
5-158....| 5351..... D 
5-104....| 5296_.... A 

Various.| Various.|......-- 
dni iniaeuneeitaibiaiaate §-82.....| 5266..... D 
§-92__._. i, oe D 

Various.| Various.|.......- 





Seed treatment 


Seed development, 
Seed development, 


otato seed......| 5-65 


emp seed 


SrESSlSs li wl 62GB S958 8288 ee 


Miscellaneous seeds, nonoil seeds- - - 

Miscellaneous seeds, other seeds- -..- 

Mural WATENOUIE..... .cncccuccocses= 

PIO/P (seed improvement training) - 

PIO/T (program support-veterinary 
consultant). 


14 Agricultural economics, farm organiza- 
tion and agricultural credit. 





PIO/P (agricultural credit training...| 50030....} 50030..._|_......- 
16 Home economic and rural youth.......-}......----]......2-.2./_.--2 8 
PIO/Ps (participant training...-.... Various.| Various-.|........ 
— OP, PO else ns dato ndeecieesenabiceka ds cakachewalaidesncwadlwkeuwea 
Forest erosion control............... 5-80..... OE cc D 
_ I a Ne eS 
a a a I el 
529 PIO/P (coal mining management | 50075....| 50074....|...-..-- 
946 and operations). 
= OB WOMrer OG OOUNIINOINN ooo a | edn ccc cdcleccccccueal cic cccs 
= ace dire aha cnn wien paeaeaoabeey kicas Pa adenine danas 
53 Transmission lines._............ --217.....1 0002-3. E 
Hwach’on survey and drilling | 5-36_.... ST. a. E 
197 services. 
14 Hwach’on power rehabilitation.| 5-42_...- OtS....<. E 
aa Operation of power barges--..-..- 5-138....| 5326..... E 
“482 Hydroelectric survey........... 4-1%3....| 5827..... E 
Pesss Power rehabilitation engineer | 4-124....| 5318..... E 
908 services. 
660 Coal for Tangin-ni powerplant.-.| 5-127....| 5307..--- A 
638 PR 9000 items ae surplus).| Various.| Various.| <A 
"999 PR 9100 items (military surplus) .|...do_..._}_-. eis. A 
’ PIO/Ps (participant training) .-__'..- ies soe Sasi Usa ac 


18 











2, 


rs 
Sexe 383 
_ 3 
2Sl2a 3 8 











!133, 008 | 91, 529 
SSS es 
3, 946 








41 






























































Obli- 
gations, | Con- 
PA/PR/ | tracts 
PIO 
value 
146, 485 
6,673 | 6,459 
490 287 
75 22 
150 
246 246 
19 19 
3,303 | 3,301 
631 630 
2,649 | 2,648 
23 23 
2, 685 2, 676 
528 §28 
33 33 
100 100 
3 3 
9 6 
1 1 
2,000 | 1,994 
é i 
4 4 
ye 7 
7 7 
ll ll 
ll 11 
177 177 
177 177 
37,450 | 32,710 
23 23 
23 2 
17, 189 | 14, 259 





(11. 365) | (10, 828) 
2,000 | 2,000 


52 





3, 029 


524 
2, 482 
23 


























13, 244 


28 
23 








Ss 


6, 223 
(5, 487) 
872 

44 
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SECOND SUPPLEMENTAL APPROPRIATION 


BILL, 


1959 


Program detail—Project assistance component, defense support, fiscal year 1955— 
Continued 


{In thousands of United States dollars] 


Code and activity field 





20 Industry and mining—Continued 
22 Power and communications—Con. 


Communications. -- ------ Sa a ae ale Nac ake scat daleeah ease wid 


Telecommunication inside plant- 
Telecommunication ou tside plant. 
ne exchange, Seoul cen- 
tral. 
Radio telegraph terminal.------- 
Radio telegraph domestic- ------ 
2 ES“ SS ee Eee 
PR 9000 items (military surplus) 
PR 9100 items (military surplus). 
PIO/Ps (participant training) -- - 
PIO/T (contractual technician, 
communication technical serve 





| 


FR/PR/ 
PIO 
No. 


Various. 
725... 
Various. 
50011. -_- 


oe). 
23 Manufacturing and processing----.....-|..-------- 


Pusan Iron Works. ---- 
Waste silk processing plant- ------- 

Limestone crushing plant-------- heal 
Bottle glass plant-_- 
Starch plant No. 1.......-..-------- 
Starch plant No. 2_.---- ed 
Sees INO. 8... .....-.ss005<.- 
Starch plant No. 4..-....-.--------- 







Auto spare parts plant (Hung-A)----| 5-180___- 
J 1S SP ees 5-93_...- 
ok ee ee ae 5-110___- 
SS ae 5-111___- 
oo ad cmmnionuanen 5-89..... 
ans mains eee 5-157__- 
Se DS carer iniemarniee mi miomales 5-91_...- 
Silk weaving plant_-.-.-.-- icine 5-154_-- 
Agar-agar plant No. 1....--.--------  siteal 
Agar-agar plant No. 2.........-.---- 5-48____- 
Agar-agar plant No. 3__........-----| 5-49 
Marble plant (oriental) -.-.-....-.--- 5-184___- 
Filature millsrchabilitation-------- 5-107__- 
Rubber accelerator plant__.........-] 5-163___- 
Potassium chlorate plant--.-.-.-_------ 5-150 
RE aise wrcciwecnbnnssccesne 5-178 
Pharmaceutical plant No. 1-.-._----- 5-132__- 
Pharmaceutical plant No. 2--.------ 5-149___ 
Pharmaceutical plant No. 3_.-__- anol Seen 
Pharmaceutical plant No. 4......--- 5-140___- 
Pharmaceutical plant No. 5._------- 5-148... 
Ball bearing plant__.....--.....---- 5-161___- 
Tue sepune pant...............-.. 5-142__. 
ROKA clothing factory------...---- 5-151... 
Metal products plant -_-.---.....---- §-123___- 
Paper mill (Dai Han) --....--.-..--- 5-185___ 
Paper mill (Sam Pung)-.-....--.-----| 5-166 
Paper mill (Chung Ku)-.-..------.-| 5-194__- 
Nonferrous metal sheet plant------_- 5-128.... 
Printing plant (Hap-Tong) ---.------ 5-176-_-- 
Plastic molding plant__......-....-- 5-186... 
Communications equipment plant__| 5-189___- 
Small shipyard, Panjo-jin..._...._.- 5-130__.. 
Small shipyard, Pusan_-_............| 5-129___. 
Small shipyard, Kunsan_----_..___- 5-146__.. 
Small shipyard, Yosu_...-.......... 5-144... 
Small shipyard, Inchon.--_--_._-._.- 5-143___. 
PR 9000 items (military surplus)....;| Various. 
PR 9100 items (military surplus) --_|-_- licnnicles 
PIO/Ps (participant training) _....._}...do_....}- 
PIO/T (program support—home in- | 50023__-- 
dustry and handicraft consultant). 
25 Engineering and construction.-__......-- 

PIO/T (contract technician): 

Management and engineering | 50107--- 

service. 
Poruueer plent.................. 50115_- 


PA/PR/ 
PI 
No. 


 ——— 


Pa nsdinseneess 


Various. 
acs 








Pro- | Obli- 
cure- tions, 
ment | PA/PR/ 
code PLO 
value 


(5, 824) 
2, 571 
1, 300 

723 


>>> 


>> p> 














Con 
tracts 


Arriy- 
als 


g | 


(3, 431) 
1,51 

















75 


3,514 | 3,325 
4,051 

















orwnm, 


‘=e 
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Program detail—Project assistance component, defense support, fiscal year 1955— 
Continued 


[In thousands of United States dollars] 





| 















































| Pro- Obli- 
FR/PR/ | PA/PR/ | cure- tions, | Con- | Arriv- 
Code and activity field | Bo PIO | ment | PA/PR/| tracts | als 
No. No. | code PIO. } 
value 
20 Industry and mining—Continued | 
I a a ar ic salem ace rene aii mi lend ete 1 0 0 
ee 
PIO/C (industrial technical assist- | 59008....| 59008_.._}_...-__- 1 0 0 
ance). | | 
SE RIORENNEL eatin wowe wana sniicmmmennetn mie meiaan b ddan ts aed ketal 7, A 21 73, 836 5 
| | {ee 
Oe) Nos cc cane ds cceieweceduiackeeneecn Lcscaoka es oumee 4, 452 4, 450 | 
Bridge rehabilitation No, 1... ---- | 5-23.....| 5234___.. D | 1, 057 1, 057 7 
| §238° . ..- D | 298 298 298 
Highw ays and bridge rehabilitation | 5-134____| 5391.___- D 134 133 116 
No, 2. | 
RIE I fess de arin tinnchnnintacbitneten 5-105....] 5279_-- D 102 102 102 
Heavy paving equipment-._......-..| 5-53__-_- | §242._...1 D 1,876 | 1,875 1, 868 
Asphalt (Seoul paving) --..--.------- OA mre. - BD 323 | 323 323 
§260..... A 15 15 15 
5400*___-] A 102 102 102 
Asphalt (highways) .---.---.---- ae eee 480 | 480 480 
a sates, SOMONE occ A 44 | 44 44 
PIO/Ps (participant training).......| Various_| Various_|_____.--] 15 | 15 9 
P1O/T (program support, road con- 59001. ---| §9001__-.|_- ie 6 | 6 5 
sultant). | 
32 Urban transit and traffic engineering.-_._}__- ‘ Bs ides seen De ce ad 1, 029 280 151 
Streetcar rehabilitation. ............| 5-97__--- §336_.... ee 422 151 151 
1346 , D 478 ‘ = 
Seoul-Pusan streetcar rehabilitation.| 5-99__.._| 5285__-_- | D 129 _129 | aan 
Ps NE cae bat awnin cei aplanns emai = Scud ipsecnactniste 56, 521 | 53, 686 | 43, 727 
Spur line to KA training center-_--- 5-101_.__| 5294___- | D 236 236 16 
Naesong-Ch’oram line No. 1___----- §-81_....| 5249... D 1, 399 1,398 1,398 
Naesong-Ch’oram line No, 2__--._-- 5-102__..| 5203..... D 1, 056 1, 056 541 
Chomeh’on-Unsong line-_---.-.----- 5-78__- S276"... D 15 15 15 
eR xasagsi D 369 | 366 9 
Spur line, Ch’ungju urea plant_-_-_-_- 5-160___-| 5331_....] D 298 221 23 
RMN Ress ont occicnsewicaine srterctniaine 5-160....) 5372.....| A 285 | 55 55 
Passenger coaches................-.-| 5-113_...] 5300..... A 1,800 | 1,449] 1,242 
Power rehabilitation___._....-.----- | 5-72....- m......). D 130 | 130 121 
Le eee ee a ee? 500 | ll 
CE OUR Mie sencnnankciacaeenues 5-164....| 5875..... D 318 | BRI Bors cree crass 
KFC warehouses. - ----- | 5-118....| §315.....| D 350; 347 165 
KNR freight sheds and warehouses |} 5-120_..-| 5343..... D 255 | 255 200 
Backshops rehabilitation...........-| 5-98..._.| 5283__.-- D | 447 345 324 
Railroad shop equipment--......--- 5-155....| 5823_..-- ; Seg 300 | Rectan 
COOMMIEITICORIODS «5. coincnccewccncse eee | Ce A | 240 | 145 60 
Water installations ................. | 5-124____| 5334.__.. A 32 | inact ace 
OT eee Saree §-162_...| 6355.....1 D | 589 | 589 589 
Pere ee COE ING DR . cicn ccawsccncccccas §-41_...| 5801..... A 847 $47 847 
abatbatieaiseatie 5810*_...| A 1,454 | 1,454 1, 454 
Bree GUO ING: Do woos cceccciscsnce ...5~ §302_...- A 2,164 | 2,164 2, 099 
eee 5811*_...| A 4,553 | 4,553 | 4,553 
Bee ON SOs Bie ds a dave ces cnknas §-45... ..| 5304..... A 3, 048 3, 048 3, 048 
a aad atewes §813_...- A 6,000 | 6,000} 5,714 
RN INE TIN ho ieee mie 5-144_...| 5306.._.. A 466 466 | 342 
ties S8i4*_...) A 733 | 733 733 
KNR coal No. §_......... ec SitO....) Se anaes A | 770 | 770 770 
OPE WON POG nccccckcsckceeces §-156_...| 5308_...- | A 952 | 952 952 
sities iad 5816*_... A 2,147 | 2,147 2, 147 
Army reimbursement coal --...-.--.-- §-136....| 5370....- for ae 340 | 340 340 
Logistical support for KNR- ------- 5-95, §202..... im * 16,000 | 14,245 | 7,997 
5-122 | | 
Amendments to fiscal year 54 FR’s_.|..........]-.-.-.-.--|-.-- set (422); (217) (217) 
Cargo handling equipment-_-__-- | 4-24... i A 19 19 19 
SN SUN Sloe ennne ase 4-79_....| 5215..... A | 23 | 23 23 
Transportation for rolling stock.| 4-79__._- §803°__..| A 40 | 4 40 
EE ine cnc onacanaeneed 4-94. ___. | 5210. ...- a oe Wea cS 
Construction materials _ .....---| 4-94... a ..cct 3D 3 3 | 3 
Trackage materials. ........-..- 4-101_---| a A eee Sica anes 
Equipment for maintenance-_...| 4-101_...| 5203__.-- A | 44 13 | 13 
Han River Bridge...........--.- 4- I m*....k ae 20 | 20 20 
SOND cao ccasccanndaest= ' 4-119_- me! 6 (AF 99 99 99 


' Included portions of coal for industries reported as fuel in nonproject assistance. 
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Program detail—Project assistance component, defense support, fiscal year 1956— 
Continued 


{In thousands of United States dollars] 
















































FR/PR/ | PA/PR/ | cure- tions, 
PIO PIO ment | PA/PR/ 
No. No. P 


Code and activity field 





30 Transportation—Continued 
33 Railways—Continued 
PR 9000 items (military surplus).. _- 7, 573 
PR 9100 items (military surplus)-..... 377 
PIO/Ps (participant training)... -....|...do.-...|...do~....].......- 56 


34 Port facilities and harbor improvement --.|_.........|.......-..]........ 15, 761 


Port and harbor rehabilitation......} 5-103__..| 5201..... 
Port and harbor warehouses........| 5-106_.._| 5295..__. 
Marine navigational aids. _......... 5-88. .... oe 
Cargo vessels (CIMA VIs) -.......-- sc 
Inspection, dredge Cochrane........- 
Dredge Ra MEE are 6328..... 
PR 9000 items (military surplus) - -. 


PR 9100 items (military surplus) - ..|_..do_-___ 
PIO/Ps (participant training) --...._|__. | ae 
PIO/Ts (program support) - --....--}_.. Bs can 
OO ae a aan hn is istwiclncccccecec]eccnccns 


PIO/Ps (participant )..--..| Various..| Various_.|.......- 

i SA (contractual nician, 
CIMAVI vessels) . ...............| 50015....| 50015....|........ 
BP a ridin mtnecsnscdelacisannesclosddadscillsceciaws 


Qeemoannns landing system _........| 5-64... §273..... 
Civil aviation communications.....| 5-40.....| 5313....- 


ee ee 1 Bells noel -okse. 476 
ee I icici hed. sess i cil cc 


—- (participant training) tuber- 
qussepeentrel .. 3...........0..... tee DG enBecndaoked 


ee. di hos caddie ns 


SIO. 65 cee ecncnncsued=s-) Beck...) S067... 

City water system..-...............- S-04. <....| S077..... 

PIO/P (water works training) -_.....| 59004....| 59004____|- ect 

PIO/T (contractual technician) En- | 50087....| 50087__..|_....--- 
gineering service, Taegu Dam. 


53 Health <n. apenas - ee Pee ee eee ee 
visory service t 
PIO/P “participant training, Hos- of Bc cacdlncsnntit 
pital inistration). 

Oy al wih oie hie gh Sica cndcdebcnde contdececnceut 
PIO/P (participant training) public SE indie culsbinie a 
PIOVT. (enenue by 

program su ic ee =F ee 

health consultant) (Vor E Pohle). 
gg FEE Se ee oe BS a Fe ee 
eI i i SF Bcc cunwalondeeces 
PIO/T (contract technicians, voca- -| 50024....}........ 
tional education) (Cal Poly). 

66 Professional and higher education .......|..........|----.-----]----..-- 
Seoul National University..........| 5-165....| 5332..... 

67 Fundamental Adult and Community |-.........|-....-..--|--.-...- 


Education. 
P10/Ps (participant training).......| Various.| Various-.|.......- 
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Program detail-—Project assistance component, defense support, fiscal year 1955— 
i Continued 


[In thousands of United States dollars] 














Obli- 
tions, Con- 





FR/PR/ | PA/PR/ 
PIO PIO 



















Code and activity field PA/PR/ | tracts 
No. No. PIO 
value 
7 Public administration--..-...-....-.----.-- dit fp ante hile cain ninealbwnnintiuites 
71 Organization and management of par- |_...---...|.---.-----]----.--- 
, ticular ministries or programs. 
; PIO/Ps (participant training) -....-.-- Various.| Various_|-..-.-.- 
. 73 Public personnel administration. ......-|.........-].......---]...-...-]_- 
, PIO/P (participant training, civil | 60105...) 50105.-..|.-..... 
3 service procedures). 
4 ip SES MERINO Speen ownigend on cnedugind encsmeunwnlopoccees 
: PIO/Ps (participant training) ......-. Various.| Various -|........ 
= TEP OEE BRAG, 0.002 nen een eo eweeceesloocccqcewe|snesoccccn|eecccece 
; PIO/Ps (participant training) -.....- Various-_| Various. 
; ANON OUTING So sink e wow we ccconpesfaccoqunessegwowncecafossocece 
od PIO/Ps (participant training) .-..... 
. 80 Community development, social welfare 
= and ho . 
32. i HE WT ne cncnecaqrocascccoqueensincocgudepdiowseccaseobesieneil 
7 Materials and supplies (fiscal year 
| 1955 relief fund). 
| Medical supplies other than 
i harmaceutical ee pon wedinccececcesloncencncee|acccsccs 
== | Pharmaceutical supplies........|......-...|..-.-.----|..-.---- 
562 ee diene annnelantnaion 
oe Emergency relief materials......|..........|....------|-.---..- 
0 CORMSRTINOCION DORNINR >. 88. livin nenccsna) one cidwnse]-cosnece 
sali Transportation — Eclediillicecsugtetsdabidhtneiase ote sieeometse Renckasaiabte 
| I III o concn erent dlucwcacccsdlccencocotelagnnemen 
0 Ocean transportation and pack- 
saane ing service. 
858 Armed forces assistamce to Korea 
aaa (AFAK). 
888 Es sedge eee ae) 
665 Ocean freight for coal. -......---.-.-|--- d 
5 PIO/P (participant training, social 
Ae work education). 
—— TT Settee CuatadchonseupesensecsbiiesieGbioed)ss+eedainladesentiy 
= PIO/Ps (participant training)....... 
= TN ell wedi dull oalsionaie 
—== 
4 Firefighting equipment .--............ 5-60 
nani Public building rehabilitation__..... 
az Prison rehabilitation (Suwon). -.-.... 
4 M = NE. -coskiascsepanpe 
SE SPINE.» occnccesascuesce 
—— ROK office building-..............- 
1 PR 9000 item (military surplus) _...- 
— PR 9100 items (military surplus) -..- 
0 
anti Se Gomeral and malscelioneods... .... <..<.. no focce cc eccclenenwescce|occocece 
——— NTE Tn eens en aoe 
15 
a PIII RING, coe to ch aondeeeentbancnees 
15 PRE PTT DNIIIUNG oon cc ctclaccastiinsclocceccabasibecoeoce 
— 
= | 
12 


38932—59— —54 


S48 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Part II-F 


Program detail—Nonproject assistance component, defense support, fiscal year 1955 


[In thousands of United States dollars] 















































| | ae 
| Pro- | Obliga- | 
Commodity FR/PR | PA/PR | cure- tions | Con- | Arriy- 
No, No. | ment | PA/PR | tracts als 
code value 
= —— 
j 
Nonproject assistance total__.._......--...].--__- ene a See |.-.---.-] 108,415 | 107, 93/4105, 42 
Agricultural commodities._..................-..|--------- eit |._......| 30,003 | 30,003 | 29, g93 
cee = 1 Oe eee sree, SES. |__...__] 28,306 | 23,306 | 28 108 
Raw Cotton No. 1.....................-] 5-100....| 5153%...| © | 8,608 | 8,698] 8 698 
Raw Cotton No.3... ......-...-._.. ..| 5-58.....| 5151°___ C 7,494 | 7,494] 7,494 
Raw Cotton No. 3___-_- ..| 5-3......] 5150° Cc 7,436 | 7,436 | 7,436 
a, el ERan ae... | OC 2,999 | 2,999 2,799 
Wheat No. 2 : pa wom cia non ck ee 1} C 769 769 769 
Wheat ocean freight...............-.-.- 5-06._._.] 5026"....| C | 214} 214] 214 
SE | laa Sipe ees se |: ee ee C 298 | 298 | 298 
Ee TAO. 2... cnncon ocihaheed ania aaiaskas aoa 5-32... 5002* | B 398 398 398 
Other than sec. 402... - ee aera a eS ‘Se ES |--------| 1,697 | 1,697 | 1,607 
I icnncawchnecnnacuhes ss .--| 5-31._...] 5006°__. Cc 1,299 | 1,299 | 1, 299 
ee : siete dak 5-28_ Mee... © y 398 398 398 
EE = =— —_——. 
a ge aE : 6,948 | 16,785 | 16, 660 
en, San Oe SION... cen nnn... ]e~-ncs.- “ae 12, 735 | 12, 573 12,517 
| } —a — ee 

Petrol, oi] and lubricant No. 1_. .| $-2......| S202. A 6,000 | 6,000 | 6,000 
Petrol, oil and lubricant No. 2_- .-| 5-39_ 5268.....] A 5, 000 5,000 | 5.000 
Petrol, oil and lubricant No. 3..______- 5-177 5274. 3 1,500 | 1,485] 1, 467 
Korean National Airway-----. E cat ee... cc ae... A 185 | ma ee 
NS SEE, |: ae ee a 50 | 50 | 50 
———— | ———— | ——.— 
Ooal_......-.-.---------------+--------...-- panvewasiamanncamcn|atanse ,213 | 4,212] 4,14 
Coal for industries No, 1_._....______- 5-41 ....] S301..... A | 537 | 537 
Freight of coal for industries_-._______- ..| 5810°_- A 739 | 739 
Coal for industries No. 2 eee 5-167 _ ae D 1, 000 931 
Coal for industries No. 3 Deeg e tr ena 5-182__ 5309. A 915 915 
Freight of coal for industries--.--__...___- adele 5815*....| A 1, 021 1, 021 
| 2 —_—_—_—— 
Raw materials and semifinished products_______|__- ieee CU a gle oe 50,300 | 49, 638 
= —<——— | = — — 
ee iiereninaneg see dp ie abenn ankuaedl <u digagees Aa dincincs J | 39, 513 | 39,513 | 39, 301 
bot eee 5-1_.....| 5001° mal D 14,415 | 14,415 14, 293 
UNERI DOs Rncecgdvne scene eg teasabeaie 5-26. _ 5214° D 17,790 | 17,790 | 17,790 
a nant orn cic la ~o-~) O-121_...| SD13* D 7,308 | 7,308 7, 308 
Other than fertilizer_-_-.-_- ae |- --| ex | 10, 830 | 10, 787 ~ 10, 247 
5 ae petal 5-66. | 5009" A 395 | 395 | 395 
Raw rubber No. 1...._- 5-55____.] 5252* i B 1,000 | 1,000 1, 000 
Raw Rubber No. 2... ae 5 ee Fg | B 439 | 439 439 
PE ciciivenesene aah 5-30. - 5220* B 499 | 499 499 
Newsprint ceece nonawcl ee ee 500 | 497 480 
Paper for textbooks__- neee--| S-108....| 5388*... Cc 835 | R35 835 
Industrial chemic:ls - - aoa nen dh On ced Oe cas B 960 | 960 960 
Ving, compounds... -.......e -) 8-19.,....] SBSI®_....| C 500 | 500 500 
Caustic soda-.- ee a RE a | 300 299 | 299 
Dyestuff raw materials -_--._..--...---.-| 5-192_.._] 5389____- B 157 132 129 
ee eres----aewet..-| §-84.....| 5219°....| B 200 200 | 200 
Plastic materials__ Scntneenbenthal Hock 5221*_...| B | 299 299 | 299 
Naval stores (resin) No. 1...--...-.--- o<1_....] s"....| B 125 | 125 125 
Naval stores (resin) No. 2-- ae | | ae Fl B 38 | 38 38 
a series we ey es 5255°___ B 1,449 | 1,449] 1,449 
a  eitecaeh aitewinnibhinacttintbe. | §-52_....| 5376....- B 1,000 | 1,000 97 
Medical supplies__- ; L ---| 5-@3.....| S241°....| B | 996 | 996 985 
PR 9000 (military surplus) chemicals___| Various_| Various_| A | 138 124 132 
SE iienine i daeueneusbeenos ---| §-24..__- | 5901- | D 1,000 | 1,000 | 507 








' ' | ——S=S s— ———_—— 


1 Includes portion of coal for KNR coal reported under ‘Railways, transportation.” 
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Program detail—Nonproject assistance component, defense support, fiscal year 
1955—Continued 


{In thousands of United States dollars] 










































































| 
Pro- Obliga- 
Commodity FR/PR | GBGR | cure- tions Cone | Arriv- 
No. No. ment | PA/PR | tracts als 
code value 
so till a a aides 
a Sn SS Sus el pc het ea bein vee maes 10, 580 | 10,307 8, 899 
Reduststal machinery.....-......-.....-...- 5-116__..| 5289_. B 2,845 | 2,844 1, 653 
Iron and steel basic products-_..........--.-- 5-63... .- 5232. B 1,497 | 1,496 1,473 
i. cetcen hn bakighn as ouierwe cnet aso 5-175_...| 5395__- B 57 57 57 
aladdin sadeiigtp tina nie p cinema nin ancineeinn a deans a ee A 207 207 207 
arn Conse ag mie an mcanaka aimee 5-44_.... 5235°__.. B 368 368 368 
SE etbchGeninicnant Gnas napmirsanaenlae snes 5236* B 20 20 20 
NN ok cdi ini ncaa nb nenipa Gunmnikint amwsidne hasan ee snc See B 5 5 5 
St Mos kine denn bua bee occuknncengenseslosoeicnnes 5239* B 100 100 100 
Nickel---- scciessacst inca EE Seok B 15 15 15 
Saw logs 5-59____- 5267____- B 2,000 | 2,000 1,811 
RES Se Se See 5-56_...-. 5254°___. B 900 900 900 
Scena ae B 290 20 20 
Ne el SES ie aden snueecaue te 5-54__...] 5253*_- B 700 700 7 
tikes tren enascotnssunsaewecaen 5-126__..| 5316*_ A 83 83 83 
ee §-38..... re B 1,000 999 994 
Scientific and professional apparatus-_-_------ 5-50__...| 5225* B 493 493 493 
EE GN III i oc ijeanndaslondbennneetincavadecthonamecos a 541 d 539 482 
sce aakecincacnemmasasibns= §-131_...] 5325....-. B 38 37 11 
Generators and motors-_........------------- 5-68..... §256...... B 500 499 468 
Military surplus (typewriters and refrig- 
IS Satan kolcank acmdsisiinandxdeie we 9109__._. ae. A 3 3 3 
Part II-G 
Summary status report, fiscal year 1956 program, as of 31 July 1956 
{In thousands of United States dollars] 

Code/activity field and commodity Program PPA/FR | Obligations} Contracts | Arrivals 
SS a eee 342, 903 347, 611 342, 884 167, 261 100, 847 
Defense support, total.............-..- 337,903 | 342,508 | 337,806 | 167,242 | 100,841 

NO osc kticwenicmcniuewamoan ~ 100, 683 100, 695 100, 676 19, 756 9, 533 
10 Agriculture and natural resources--_- 6, 532 6, 547 6, 532 0 0 
20 Industry and mining-----....--.---. 44, 186 44, 182 44, 182 353 235 
i aOUOTMML, oo ecccreseaseuesns 33, 266 33, 267 33, 263 14, 313 7, 235 
50 Health and sanitation. -_...........- 2, 350 2, 350 2, 350 11 0 
NN ec cha bin wo cucsaoseeounas 3, 661 3, 661 3, 661 0 0 
70 Public administration ---..........-- 50 50 50 0 0 
80 Community development, social 
welfare, and housing.....-......--- 8, 188 8, 188 8, 188 2, 798 134 
90 General and miscellaneous--..-------- 2, 450 2, 450 2, 450 2, 281 1, 929 
Projects funded from deobligated funds_____- 8,798 | 8,798 8,798 | 459 0. 
Nonproject assistance_...........-....--.---- 228, 422 233, 105 228, 422 147, 027 91, 308 
Agricultural commodities_.............-- 56, 200 56, 200 56, 200 30, 199 19, 682 
a ee eee aes 28, 652 28, 652 28, 652 19, 462 10, 724 
Raw materials and semifinished prod- 

NE i ncncin a Bim omece hip tates il tose cite 118, 458 123, 141 118, 064 85, 506 57, 282 
Investment salables.-...........-..-...-- 24, 130 24, 130 24, 374 11, 193 3, 171 
‘Vehicles and other equipment.---_-_---- 982 982 1, 132 667 444 

Technical cooperation. ..........------------ 5, 000 5, 013 4,988 9 | 6 
10 Agriculture and natural resources... . 827.9 828.7 824. 2 5.6 5.6 
20 Industry and mining. -_-.....-....--- 1,614.5 1, 616. 3 1, 616.3 0 0 
ee ae 282. 5 288. 4 273.3 1 0 
SS oe ees oie ne eS Ae 27 27 27 0 0 
50 Health and sanitation. ..........._- 46.1 46.1 46.4 10.5 0 
nO ccc wanacua 1, 963. 1 1, 963. 1 1, 961. 2 2.1 0 
70 Public administration .-...-....-..-- 233. 9 238.5 234. 2 0 0 
90 General and miscellaneous------_.--- 5 5 | 5 | 0 0 
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ExuHisit F 


KOREAN RECONSTRUCTION BANK 
Funds available for lending—by source—status as of June 80, 1956 
(In millions of hwan) 


A. Funds loaned by the Government: 




















net nor cc amnion 19, 494 
B. Funds loaned by the Bank of Korea: 

1. Purchase of debentures by the Bank of Korea___--___-_--__---_- 2, 000 
RE, SD CRITE een cntintnnsnmnineneennnnemenweeennee 3,770 
utes: ae me SO BOUrOeR eo oe ee 25, 264 

D. Funds on loan from the counterpart fund: 
Baer TR i eee ceeds *8, 740 
a I cass cae tatiana daniel 1, 385 
i es eesinnilan eialleebeaeiatsligsannbetiinnts #2, 558 
Bamintel= Commtermart Weene ee oe i es 12, 683 
tel. TUNES AVAMADIO TOP 1ONGING ani sn ee cn teconcme 37, 982 


1Includes 3,943 million hwan in loans for the acquisition cost of imported equipment 
financed by ICA 


#Includes 1,175 million hwan in loans for the acquisition cost of imported equipment 
financed by UNKRA. 


FORMOSA 


I regret very much that the entire membership of the committee 
was not able to be with me on my inspection of this island fortress. 
Truly, our program on Formosa—past, and present, and proposed— 
must be seen to be believed. 

During the period fiscal year 1954 through fiscal year 1956, expendi- 
tures have totaled $248.4 million in United States funds. A large 
proportion of this total was used to purchase commodities which were 
shipped to Formosa and sold for local currency (counterpart) which 
in turn was expended on aid projects. Counterpart expenditures dur- 
ing this period came to the equivalent of U. S. $237.9 million. Against 
this amount, local contributions have aggregated $146.5 million. Dur- 
ing the 1957 fiscal year, it is proposed to spend in United States 
funds plus in counterpart funds. Against this amount, the 
Government of China will contribute in its own currency. 
Thus, assuming the implementation of the fiscal year 1957 program as 
proposed at the time of my visit, expenditures during the period fiscal 
year 1954 through fiscal year 1957 will aggregate in United 
States funds plus in counterpart equivalent. Against this 
amount, the Government of China will have contributed in its 
own currency. 

“Unliquidated” balances (i. e., “unexpended”) as of June 30, 1956, 
aggregated $97.1 million in United States funds, $3.6 million in un- 
obligated balances is included in this total. In addition, there was on 
hand as of June 30, 1956, $23.4 million of unexpended counterpart 
funds of which amount $8.6 million was unobligated. 

These amounts plus the funds proposed for fiscal year 1957, enabled 
our mission on Formosa to open the 1957 fiscal year with a total of 
in United States funds available for expenditure plus 
in counterpart equivalent. The figure of in United States 
currencies is the equivalent of a 2-year program, based upon expendi- 
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tures proposed during the fiscal year 1957. In other words, if ex. 
penditures in fiscal year 1957 reach the projected goal of our 
planners will have on hand something like ——— at the beginning of 
the 1958 fiscal year without the appropriation by Congress of another 
nickel. 

On Formosa, our economic assistance program is divided into two 
phases—technical assistance and defense support. Technical assist. 
ance during fiscal year 1957 will probably require the expenditure 
of ——— in United States funds while defense support will aggregate 

—— in United States funds. This total of ——— in combined 
United States defense support and technical assistance expenditures 
ane 1957 fiscal year compares with a total expenditure projected 
of ———. 

I have attached to this report for the committee’s attention a 34-page 

summary of project descriptions for the defense support program plus 
a 12-page summary of projects to be implemented under the technical 
assistance program. Reference to this data will show that the United 
States Government, through the mutual security program, is presently 
engaged and has for some time been engaged in a comprehensive 
rogram designed to balance industry with agriculture on Taiwan, 
Ve are building new manufacturing plants, expanding power genera- 
tion and transmission facilities, rehabilitating and expanding the 
Nationalist fishing fleet, undertaking a long range program of coal, 
petroleum, and copper development along with a comprehensive 
program for exploration of minerals, expanding steel production and 
surveying the possible necessity for expanding the production of steel 
and pig iron even further. In addition, we are maintaining a number 
of miscellaneous programs such as employment placement, job- 
training, industrial administration, and a number of others. Alto 
gether a total of 113 projects are included within the illustrative fiscal 
year 1957 defense support program. Listed marginal headings of 
these are as follows: 

Agriculture and natural resources.—15 








total United States dollar 





cost ———. Included in this total are the following items: 
to procure logging equipment etc.; ———— to procure engines and 


material for the local construction of four 350-ton tuna fishing boats; 

for the rehabilitation of cold storage and ice-making facilities 
to be used in connection with the fishing industry; and ——— to 
procure 75 tractors to increase mechanization for sugar cane growing 
and harvesting. 

Industry and mining.—This is the largest single phase of our de- 
fense support program here. Included are 62 projects, at a total 
United States cate cost of ———. The following are some of the 
more ambitious projects. 


Coal mining improvement 
coal mines. 

Copper and pyrite development : To defray the cost of the purchase of 
mining. drilling and transportation equipment under the third phase expansion 
of the Chin-qua-shih mine development program. 

Wusheh Dam : To be used to defray the cost of contract services by 
the United States Bureau of Reclamation and to procure equipment necessary 
for the dam and power generating facility. The completion of this dam wil 
add approximately 35,300 kilowatts of firm power to this system through the 
additional storage capacity available to the Sun-Moon Lake generating facilities. 

Telecommunications expansion : For financial support to the Taiwan 
telecommunications administration and to purchase equipment from worldwide 





: For the development of workings in several 
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e 


sources to increase the capacity of urban telephone systems, the very high 
frequency system on the east coast of Taiwan, and the toll carrier system on 
the west coast in order to meet the domestic demand for telephone services. 


Lung Chien hydro project ————: To continue construction of this facility 
which will ultimately have a capacity of 48,600 kilowatts. ; 
Ku Kwan hydro facility ————: To start procurement of equipment and to 


defray first construction costs of this project which will be developed initially 
as a 90,000 kilowatt run-of-river station with peaking pondage. ICA indicates 
that this project must be started in fiscal year 1957 in order to assist in relieving 
the acute power shortage projected for 1959 and 1960. . 

Fiscal year 1957 power transmission and distribution ——— “s For dollar 
financing of equipment and materials tu be procured on a worldwide basis for 
this project which is a portion of the Taiwan Power Co. program for the expan- 
sion and improvement of the transmission and distribution facilities under its 
control. (I shall comment on the Taiwan Power Co. later in this report.) 

Fiscal year 1957 primary system improvements ————: To defray the costs 
of procuring 100,000 kilowatt-ampere transformers and equipment and inaterials 
necessary to the construction of a new trunk transmission line paralleling an 
existing 154 kilovolt line along the west coast of Taiwan. 

Shen Ao Ist unit Thermal ————: For planning and initial design of a hydro- 
electric plant and the training of two Taiwan Power Co. engineers in the United 
States on hydropower project planning and construction. The project, which it 
is proposed will be supported through the United States aid program in subse- 
qaent years, contemplates the establishment of a hydropower station having an 
ultimate capacity of 120,000 kilowatt-amperes. 

Urea plant — —: To continue procurement of equipment and materials, 
plant construction, and installations of equipment in a urea plant owned by 
the Taiwan Fertilizer Corp. designed to produce 85,800 metric tons of urea. 
This plant is expected to be in operation by the end of 1957. 

Sulphurie acid plant ————-: For continued financing of United States dollar 
costs of procuring equipment and machinery for the establishment of a sulphurie 
acid plant with a designed capacity of 275 metric tons per day of 98 percent 
sulphuric acid, initial procurement of which was financed under the fiscal year 
1956 program. 

Electric motor and switch manufacturing ————: To procure machine tools 
for manufacturing and testing equipment supplementing the equipment presently 
installed in the plant of the Ta Tung Engineering Corp. which produces small 
electrical motors, switches, switch gears and other electrical accessories. 

Incandescent lamp manufacturing ————: To procure automatic bulb making 
machinery, auxiliary equipment and testing apparatus for the manufacture of 
uniform glass bulbs. When complete, this plant will produce approximately 
48 million light bulbs per year. 

Modernization of mills ————: To procure modern machinery and equipment 
to replace obsolete equipment in the sugar milis of the Government-owned 
Taiwan Sugar Corp. In addition, an instrument control and repair team of 
three training participants will be sent to the United States for 6 months, re- 
quiring — in United States currency and a counterpart grant of 
Nationalist Chinese dollars plus — Nationalist Chinese dollars to be pro- 
vided by the Taiwan Sugar Corp. 

Bagasse shaving board —: For a shaving board plant having a capacity 
of 55 metric tons daily of bagasse board utilizing bagasse as a raw material. 
This plant is being established under the direction of the Taiwan Sugar Corp. 
United States dollar financing is being provided under this project for the pro- 
curement of necessary equipment from the United States. 

Dynamite manufacturing ————: For the procurement on a worldwide basis 
of equipment for the establishment of a plant manufacturing 1,000 metric tons 
annually of industrial dynamite. 

Acetic acid plant ————: To procure equipment needed in the establishment 
of an acetic acid plant having a capacity of 5 metric tons per day. 

Rubber tire manufacturing ————: This is an initial United States dollar 
grant to provide equipment for the establishment of a rubber tire manufacturing 
plant with a capacity of 30,000 automobile, truck, and bus tires annually. Addi- 
tional financing will be required in fiscal year 1958. 

Aluminum plant modernization ~: For the procurement of equipment to 


improve the efficiency and reduce costs for the Kaohsiung plant of the Taiwan 
Aluminum Co. 























870 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


Lithograph printing and platemaking : To establish a modern printing 
plant in Taiwan to supply photoengraving and photolithographic plates to the 
printing trade and to provide high-grade printing facilities. The Government 
will sponsor this project but the plant will be turned over to private finance and 
operation after completion and after a training program has been carried out. 

Shop improvement of the Taiwan Machinery Manufacturing Corp. : 
To procure modern machine tools and equipment for plant improvement ang 
expansion for this industry which produces the major portion of heavy machinery 
manufacturing on Formosa. 

Tang Eng lron Works : To procure equipment for this privately owned 
facility to provide two new substations to meet the additional load require 
ments directly from its power line. 

Jute mill rehabilitation : To rehabilitate two jute mills which were 
transferred to private ownership in 1955. This money will be used to procure 
replacements for worn-out machinery. 

Small industry fund : This project, begun in 1954, was designed to 
make available industrial development loans to a great number and wide 
variety of small privately owned industries. Delayed payments for United 
States dollar aid equipment and machinery and local currency loans for plant 
expansion are extended through three privately owned and managed con- 
mercial banks with branches situated in all major cities of Taiwan. 

In this connection, during my visit I was informed that these loans 
are being repaid at a rapid rate. However, I was informed that bor- 
rowers are required to pay 6 to 7 percent interest rate on 80 percent of 
the amount borrowed and 15 percent interest on the remaining 20 per- 
cent which is advanced by the banks referred to above. In addition, 
I was told that the banks charged 1 percent on the total amountt bor- 
rowed for merely collecting the installments as they come due. I 
think such a system is unconscionable. It is a bonanza to the banks, 
and I recommend most emphatically that our mission take steps to see 
that more reasonable rates are promulgated. 




















Water resources survey 
water resources of Taiwan. 

Steel Industry survey : To complete a project begun in the 1956 fiscal 
year. The will be used as a contingency fund for services of a group 
of six consultant engineers whose expenses were financed in fiscal year 1956. 
This survey team will work with the Industrial Development Commission on 
general overall planning, blast furnace installations, byproduct coke oven, steel- 
making processes, and rolling mill installations. 

General Construction Corps : This is a new project which provides as 
a counterpart fund grant, local currency for financing the training, equipping, 
and housing of several thousand combat ineffectives retired from the Chinese 
Armed Forces who have joined together to form a construction working corps. 
This construction corps has been working on various water conservation proj- 
ects throughout Taiwan and is now employed on the East-West Highway. 
This project will enable the construction corps to be permanently resettled in 
self-supporting productive employment on Taiwan. United States dollar aid 
financing is tentatively budgeted for importing construction machinery for use 
of the construction corps. 


This is another phase of the GI bill of rights program which the 
United States has undertaken to help finance in large part for the 
Government of Nationalist China. This program involves the re- 
settlement of overage members of Chiang Kai-shek’s army. [I shall 
refer to this program later on in my discussion of public administra- 
tion projects. 

Transportation.—Under this phase, 13 projects are to be undertaken 
at a total United States dollar cost of ———. 


East-West Highway construction : This is part of a continuing project 
which provides for United States dollars and counterpart funds to continue 
and expand construction of a major highway connecting the east and west 
coast of Taiwan. It was originally begun in the 1956 fiscal year. The highway 


: To finance a comprehensive survey of the 
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involved crosses Taiwan’s high central mountain range and opens up vast 
areas of the island for exploitation as resettlement activities for combat ineffec- 
tives in the fields .f forestry, farming, livestock raising, mining, etc. The 
dollars provided will be used to obtain construction machinery and materials 
for the highway which cannot be obtained locally or in Japan. The counter- 
part funds will provide financing for resettlement projects for combat ineffectives. 


In other words, this is another phase of the GI bill of rights pro- 
am being extended with the United States assistance to overage 
soldiers of the Nationalist armies. 


Expansion of railroad facilities : To finance the dollar costs of the first 
year of a 4-year development plan embarked upon by the Taiwan Railway 
Administration to meet the needs of their growing economy. Dollars provided 
during fiscal year 1957 will finance the procurement of five steam locomotives, 
one wrecking crane and materials for construction of 6,000 tons of freight 
cars. The 4-year plan aimed at adding 25 steam freight locomotives, 6 switching 
locomotives, 25,000 tons of freight cars, and 146 passenger cars. Also under 
the fiscal year 1957 program will come a railway shop expansion including the 
procurement of machinery and equipment and extension of shop buildings for 
the expansion of the Taiwan Railway Administration work shops at Taipei 
and Kaohsiung. In subsequent years we shall also contribute to the building 
of a railway double track over three sections totaling 21 kilometers which are 
regarded as bottlenecks. 

Keelung Harbor improvement : To continue improvement of Keelung 
Harbor’s facilities. Dollars will be used to expand the grain elevator from 10,000 
to 15,000-ton capacity and to construct 3 new small tug boats. 

Coastal ships construction : On a loan basis to construct one 2,500-ton 
general cargo ship for banana export to Japan, one 350-ton ferry boat to run 
between Kaohsiung and Makung and two 50-ton ferries to operate between 
Taitung-Orchid Island and Green Island. 

Civil airways improvement : To continue the improvement of naviga- 
tional aids, landing and communication facilities of Taipei International Airport 
and Tainan and Hengchun NOB and VOR stations, as well as maintenance 
and overhaul facilities. 

Shipyard expansion : For the procurement of one 35-ton crane for the 
building berth of Taiwan Shipbuilding Corp. as well as additional are welding 
machines, acetylene generating and piping systems and electric apparatus. The 
underwater section of the No. 2 berth will be extended to permit simultaneous 
construction of fishing boats and coastal vessels leaving drydock No. 1 avail- 
able full time for ocean ships’ repair. The Government of Nationalist China 
will provide [2 million] Nationalist Chinese dollars to pay customs duties, 
installation cost, ete. 


Education.—In the field of education one project is contemplated 
as follows: 




















Expansion of education facilities for overseas Chinese : For physical 
facilities and improvements on the various college and high school campuses 
which have been made available for the training of overseas Chinese students. 

During fiscal yedr 1957 it is also proposed to spend ———— United 
States dollars in the area of health and sanitation including, among 
the larger expenses, ——— for further work toward the completion of 
permanent hospital and domiciliary facilities for 19,837 disabled and 
sick combat ineffectives discharged from the Chinese Armed Forces 
in June 1955. In addition, there is involved a counterpart fund grant 
of local currency in the amount of ——— equivalent United States 
dollars for financing the interim medical care and living expenses for 
these 19,837 persons. This, as is obvious, is another phase of the so- 
called GI bill of rights program for overage Nationalist Chinese 
soldiers. Besides this facility, there is also programed ——— for 
the importation of construction materials for building construction 
and its support facilities such as staff housing as well as for im- 
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porting medical supplies and equipment for equipping and operating | 
a 1,000-bed general hospital for these soldiers; —-—— for materials, 
and so forth for a 1,500-bed fuberculosis hospital; and — for 
constructing and equipping three clinics being built to provide ade. 
quate medical facilities for 10,000 combat ineffectives. All of thes 
programs, as I indicated previously, are part of the so-called Chinese 
Nationalist GI bill of-rights. 

In the field of public administration, it is proposed to spend a total 
of ——— in United States dollars. ———— of this amount will be 
used to provide dollar aid to assist the Chinese Government in carry. 
ing out its retirement program for discharging combat. ineffectives 
from the Chinese Armed Forces and to defray the cost of a contraet 
with George Fry & Associates. This latter firm is to advise the 
Chinese Government on all phases of its retired servicemen’s pro- 
gram, which aims at permanently settling as far as possible in pro 
ductive, self-supporting employment, the combat ineffectives in the 
Taiwan civilian economy. This, too, is part and parcel of this GI 
bill of rights for the Nationalist Chinese. 

In the area of community development ———— is proposed to be 
spent during fiscal year 1957 including ——— to build 9,500 low. 
cost dwellings for low-income workers during fiscal year 1957 by 
making construction loans. About 40 percent of the capit: al required 
is supplied by counterpart funds. An additional —_—— will be spent 
in the continuation of a project which provides as a counterpart 
see grant local currency for constructing, equipping, and operating 

6 domiciliary- type homes for 6.000 disabled combat. ineffectives re- 
tired from the Chinese Armed Forces. 

Listed as general miscellaneous projects are the followi Ing, aggregat- 
ing a total ‘proposed expenditure during fiscal year 1957 at 
Motion picture producing facilities ——— in connection with the con- 
tinuation of assistance to the Chinese Government in developing its 
program for improvements in motion picture production facilities for 
filming documentary subjects including the fields of agriculture, in- 
dustry. and related areas. Overseas Chinese information, ——— to 
finance invitational travel for overseas Chinese leaders and journalists 
and other groups from southeastern Asia; increased travel of Chinese 
press, civic, technical, and cultural leaders to and in the countries of 
Asia and assistance in providing United States dollar equipment and 
reading room material to Chinese Government Information offices 
throughout southeast Asia. In other words, besides maintaining our 
own Information Service, we are also subsidizing and helping to main- 
tain the propaganda outlet for the Government of Nationalist China. 
This becomes obvious when it is noted that —-—— will also be spent 
for overseas broadcast facilities—a project designed to assist the 
Broadcasting Corporation of China in stepping up and improving 
broadcasts to overseas Chinese in southeast Asia, through the pro- 
curing of shortwave transmitting equipment, and supplying neces- 
sary funds for cost of construction and installation. 

The last project listed under the heading “General and Miscel- 








laneous” is a ———— local currency item earmarked for Government 
budgetary support. However, it should be noted, that we are also 
proposing to expend during fiscal year 1957 ——— in United States 


currency on the Shihmen Dam. This is a multipurpose project for 
irrigation, hydroelectric power, flood control and domestic water 
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bably total in excess $12.5 million United States dollars for 
the project. The total cost of the project will be about $42,000.000 of 
which we will contribute in cash an excess of $12.5 million and much 
by way of counterpart dollar funds. There is attached to this report 
a document entitled “Shihman Dam,” which outlines the proposal in 
detail. It will be noted that the cost estimates vary in direct propor- 
tion to the scope of the facility, that is, whether it will contain 1 or 2 
wer units. Further, annual fund requirements—which were begun 
in fiscal year 1956—are proposed to extend through fiscal year 1961. 
I shal] not deal with the technical cooperation program in detail 
except to note that the various projects which we have scheduled for 
fiscal year 1957 indicate future years will bring increases in our ex- 
penditures in the transportation, industrial, mining, and related fields 
along with a large labor productivity program in future years. 
At this point, I quote from my on-the-spot notes: 


We first visited the modernized railway shops where locomotives and cars 
were being repaired. This is quite an extensive facility toward the construction 
and maintenance of which we have contributed quite a large sum. I noted 
that hundreds of people were employed. Much repair work is done here. If parts 
are not on hand, they are made. However the facility is now self-sustaining, 
and I was told that revenues more than pay for all operations as well as repairs. 

We then proceeded to the Sung I textile plant. This plant produces cotton 
cloth. As I recall, there are 13 such plants on the island. All the cotton required 
is obtained through ICA and except for our Government making it available the 
plants would immediately close. We donate the cotton to the Government, and 
it in turn sells it to the textile mills. The proceeds of these sales are added to 
the counterpart fund and are used for rehabilitation of the island. 

The same situation obtains with practically all the flour mills erected here 
so far. I saw two of these mills. I also visited the Urea plant and, while it is 
not completed, I understand it will be ready for operation early next year. I was 
informed that the United States provided most of the money—either cash for 
the purchase of machinery or counterpart funds required for the construction 
of this facility. The local project sponsor furnishes only a comparatively 
small amount. It is quite a large plant and will supply much needed nitrogen. 
Of course, our aid planners claim that it will save the Government of Nationalist 
China many dollars. However, I was told the same story as to the other plants, 
but our contributions to the foreign-aid program here continue to increase each 
year and there is apparently no serious effort made to reduce the amount. Of 
course, this is an expensive process for the United States and we do not obtain 
any reimbursement. 

Next we visited various plants which are owned by the Taiwan Power Co., 
an organization formed in 1946 to take over all former Japanese facilities. It ig 
owned 90 percent by the Government and controlled by it in all respects, 


We visited the Pei Pu powerplant. 

Before the war, Formosa produced a peak load of 177,000 kilowatts 

but this production dwindled to 33,000 when the present Government 
took over. On its own resources and initiative, Taiwan Power Co. 
restored the level of production which existed in 1946. Since that 
time, 190,000 kilowatts were added and by 1953, over 320,000 addi- 
tional kilowatts were being produced. 
_ Itshould be noted that this total is not produced from this one plant, 
itis produced from the entire network of generating facilities toward 
which I understand the United States is contributing $48 million in 
cash and $20 million in counterpart funds as against only $16 million 
by the local Government—most of which comes from the profits made 
from the sale of power. 

Yet, there is in contemplation a huge expansion program in which 
We are again to participate heavily (see above). During my 


supply. This amount is only a start toward an expenditure which 
Aron 
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discussion with the manager of the Taiwan Power Co. system, he | 


provided me with many details as to how all of Taiwan is now bei 
supplied by electricity. He said that the east coast was connecte 
with the west coast, and that the power produced was generated at 
a cost which was even less than the cost of power in the United States, 
His boast was that power can be generated in the Taiwan Power (Co, 
ig at 1.2 mills per kilowatt. Of course, I lost no time telling him 
that if the United States were supplied the necessary money by a 
rich relative as is the case with Formosa, we could probably cut the 
cost of power even lower. 

Then we visited the Taiwan Ship Co. yard. It is entirely owned by 
the Government and operated by it. Ships are repaired here and boat- 
owners are charged for services in just the same manner as if the 
yard were privately owned and operated. Incidentally, I noticed that 
there is a splendid harbor here which needs little or no upkeep. 

We crossed the harbor to inspect the grain elevator. At the time 
of our visit a cargo of wheat from the United States was bein 
unloaded. The elevator is most modern and I was told that the United 
States provided most of the funds for its construction. 

We also visited cotton mills and a factory where chinaware is pro- 
duced. I also inspected the installation which produces electrical 
equipment such as fans, motors, switches, and so forth (see above), | 
regretted very much that due to inclement weather I was not able to 


visit the sugar mills and other facilities on the south end of Formosa, | 


Reference to the above data will indicate that the United States has 
contributed generously to rehabilitation and now to the expansion of 
these installations. Much sugar is exported from Formosa to Japan, 

During my trip over the island I was very much impressed with 
the work we are doing in the area of forestry. I was told that we 
spend about $100,000 per year for pine seedlings, fire-fighting equip- 
ment and similar materials. I saw quite a number of seedlings in 
open nurseries. They are balled and then planted. The process of 
growing new trees seems slow and appears to be expensive; I question 
the advisability of expanding this program. Now that we have shown 
the way the local government should do more on its own. 

At the time of my visit there were 810 employees attached to the 
ICA mission here, counting employees of the Joint Chinese Rural 
Reconstruction program. This number includes 680 locals and 130 
Americans. Of the locals, 492 are technicians employed by the United 
States, 67 are contract technicians, and 121 are assigned to adminis 
trative duties. With respect to the Americans, 57 are United States 
employed technicians, 51 are contract technicians and 22 are ad- 
ministrative employees. I was astounded to discover that the mission 
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still employs such a large number of persons. I suspect that a great 
number of these are keeping busy trying to conceive new projects and 
otherwise seeking ways and means to increase United States expendi- 
tures in Formosa. 

Before leaving the economic assistance phase of our mutual security 
program on Formosa, I believe it is important to call to the com- 
nittee’s attention the fact that there is extreme reluctance—reluctance 
which at times approximates full neglect—on the part of local govern- 
ment officials to see that operations in the nature of public utilities 
here fix their rates in such a manner as to properly amortize invest- 
ments and meet current expenses. When I mentioned this situation, 
which is extremely flagrant in connection with the Taiwan Power 


‘Company, local officials indicated to me that ratemaking was a legis- 


lative matter completely within the hands of the legislative assembly. 
Further, it is difficult if not impossible to impress upon the legislature 
the necessity for charging a fair rate on utilities. We are here con- 
fronted with the same situation which prevails in Korea. Because 
of political reasons the legislative assembly will not raise utility rates 
in order to insure a return which will permit the Government of China 
to properly participate in the expansion of existing utility facilities. 
It should be made clear to the Government of China that unless 
it exercises its proper responsibilities in this, as well as in other 
areas, appropriate action by the United States must be taken. This 
action would certainly take the form of withholding further United 
States dollar and/or counterpart contributions until fair and adequate 
rates are fixed. 

Turning now to the United States Information Agency, fiscal year 
1957 will bring an increase of $37,000 over funds spent during fiscal 
year 1956. The staffing pattern will remain the same with respect to 
Americans, yet the number of locals will increase from 56 to 65. 
I was informed that the Nationalist Chinese Information 
Service, despite large scale United States help (see above) has not 
been effective in its effort to counter Chinese Communist propaganda. 
Reference to the attached exhibit C headed United States Information 
Agency will provide the basic background as to our information 
operations here. 

As with other countries, military assistance to Forinosa is treated 
in a separate section of this report. However, it should be noted that 
during calendar years 1951, 1952, 1953, and 1954 and the fiscal years 
1955, 1956, and 1957, the Chinese Government’s contributions toward 
its own defense, expressed as a percentage of the national budget, 
were, respectively, as follows: 1951, 75.1 percent; 1952, 42.8 percent; 





1958, 40.1 percent; 1954, 45.1 percent; 1955, 45.5 percent; 1956, 51.2 
percent; and 1957, 49.0 percent (estimated). 
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Exurit B 
(Security classification: Unclassified) 


INTERNATIONAL COOPERATION ADMINISTRATION, 
September 25, 1956, 
From: ICA Taipei. 
Subject: Project Descriptions, fiscal year 1957, Defense Support Operationg) 
Program. 
Address und serial No.: ICA Washington TOICA A-500. 


Attached hereto are project descriptions for the whole D. 8. program, 

Rather than transmit new project descriptions and changes in the BOR 
subuiission, the mission has incluued, for LCA/W’s and its own convenience and 
because of the numerous minor changes, the descriptions for the total program, 


BRENT, 
Authorizing officer : J. E. Auburn. 
Drafted by M. Bebb. 
Office : O/RVR. 
Date : September 25, 1956. 


AGRICULTURE AND NATURAL RESOURCES 


12-246 (C) Farm reclamation (RETSER): This continuation project pro 
vides as a counterpart fund grant local currency fur financing land reclamation 
surveys, irrigation systems, farm building construction, housing and tools plus 
living allowauces, clothing and administration feeds for 3,600 farm workers and 
236 staff including 171 retired officers, all combat ineffectives, resettled op 
cooperative farms early in 1955 in more than 10 locations throughout Taiwan, 
These farms are now producing units. Construction work on permanent farm 
and administration buildings and houses is expected to commence befure Novem- 
ber 1, 1956. Aid assistance to these farms should make them more productive, 
opening opportunities for further employment of additional combat ineffectives 
ata later date. Eventually, all combat ineffectives resettled under this project 
will have the opportunity to own their own land. 

17-056 (C) Ta Shu Shan logging—TFA: US$400,000 is provided to procure 
diesel yarders and logging trucks, continuing the project begun in fiscal year 
1956. US$75,000 is requested for contract services of an American firm to 
design and procure a modern long-log sawmill, and US$6,000 as a grant for 
training 2 ‘'aiwan Forestry Administration staffs in logging operations in 
the United States for a period of 6 months each. Section 402 loan of NT$9,- 
200,000 will be used to construct a new concentration yard with log pond 
Completion of the project in fiscal year 1958 will require US$500,U000 for 
procurement of the sawmill equipment. 

17-356 (C) Forestry (RETSER): This continuation project provides as a 
counterpart fund grant local currency for finalizing on the job training, housing, 
living allowances, clothing and equipment for 2,000 enlisted men and 51 officers, 
all combat ineffectives discharged from the Chinese armed forces, enabling them 
to be permanently resettled and productively employed by the Taiwan Forestry 
Administration in waste wood reclamation and tree planting in Taiwan’s exten- 
sive furest areas. One thousand and fifty men are already resettled and em- 
ployed under the fiscal year 1956 project, successful full implementation of 
which is expected by the end of December 1956 demonstrating opportunities 
for further, similar employment opportunities for thousands more combat 
ineffectives if they are available. 

18-318 (C) Fishing fleet rehabilitation program: This project is to provide 
part of the fishing boat construction cost carried over from fiscal year 1956 under 
the same project title. A fisheries advisor arrived in Taiwan in July 1956, and 
continuation of services through fiscal year 1957 is also provided for, as well as 
funds for a training participant with an engineering background to go to the 
United States to study modern otter trawler operations, deck machinery and 
gear, fabrication of trawl nets and operation and repair of diesel engines. 
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18-820 (C) Fish propagation (RETSER): This continuation project pro- 
yides as a counterpart fund grant local currency for finalizing the digging, im- 
proving and stucking of fish ponds, as well as for training and living allowances 
and tools for ‘87 combat inetffectives, including 37 otticers, discharged from the 
Chinese armed forces. The project was initiated in fiscal year 1956. Fish 
propagation from fish ponds in Taiwan provides a sedentary type of productive 
employment required by a considerable portion of those partially disabled combat 
jneffectives otherwise difficult to resettle in self sufficiency in Taiwan. : 

18-321 (C) Rehabilitation of Tachen fishermen: This continuation project 
provides as a counterpart fund grant local currency funds for completing the 
resettlement of nearly 1,700 Tachen fishing families in resettlement aud reem- 
ployment. ‘This project provides for approximately 50 additional fishing families 
not covered in the fiscal year 1956 project who have now been determined to best 
pe resettled as fishermen. The project also provides for final payment for some 
870 fish boats and extra fishing equipment as well as for additional training for 
all the Tachen fishermen. No further Tachen fishing projects are contemplated 
for future aid financing. 

18-400 (N) Refrigeration plant—China Fisheries Corp.: This project pro- 
vides for the erection of a refrigeration and ice-making plant in Kaohsiung to be 
used principaliy in support of the expanding fisheries program. It will provide 
facilities to hoid fish frozen at sea and to freeze fish landed from ice storage, 
thereby preventing price depression or spoilage of fish when fish are landed in 
heavier volume than the market can immediately absorb. Such provisions for 
stabilization of the industry are basic where a highly perishable product is 

neerned. 

18-401 (N) Tuna long liners: This project is to provide for procurement of 
engines and muterial for local construction of 4 tuna long liners of the 350-ton 
class for loan to private fisheries. Each liner will provide annually 1,000 tons 
of fish. The Chinese Government has financed the construction of the same 
number of boacs of the same class in 1955. This project will expand the tleet 
and increase iisheries production to meet the increasing requirement of protein 
food of the yrowing population of Taiwan. Local currency is provided for 
engineering design, local labor and locally available materials and parts. Pri- 
vate recipients will contribute NT$6 million towards total cost. 

18-402 (N) Diesel engines—fishing craft: Under this project, provision is 
made for the purchase of 60 to 80 diesel engines, 22 to 45 horsepower, to replace 
wornout and defective kerosene engines on small fishing craft. The use of diesel 
engines will rcduce operating costs, increase efficiency, and result in greater re- 
turns to the fisherman. Local manufacturers will be favored if supply is avail- 
able, otherwise procurement will be by barter credit from Japan. 

18-403 (N) Cold storage rehabilitation: Cold storage and ice-making facili- 
ties on Taiwan are inadequate. The expansion of fisheries and greatly increased 
fish catch require added facilities to preserve a highly perishable commodity. 
Freezing and ice-making facilities of 80 tons per day, and cold storage of 1,000 
tons, plus rehabilitation of 2,400 tons of cold storage will be provided at three 
major fishing ports. Private fishery companies will contribute NT$2.5 million. 

18-404 (N) Kaohsiung fishing wharf improvement: This project is to pro- 
vide for the erection and rehabilitation of shore facilities in Kaohsiung to co- 
ordinate with increasing deep-sea fisheries activity, including cranes, fish market, 
cold storage facilities, wharves, and service stations for water and fuel. Kaoh- 
siung is the most important fishing port in Taiwan due to expanding fisheries 
development. 

19-023 (C) Local government agric. support (JCRR): This project will con- 
tinue to provide minimum funds needed to supplement available Chinese govern- 
ment appropriations, local contributions and JCRR assistance to carry out the 
fiscal year 1957 phase of the agricultural program. 

19-830 (C) ‘Tachen farmers: This continuation project provides as a counter- 
part fund grant local currency for finalizing the resettlement in Taiwan on their 
own land 1,630 farming families, former Tachen Islanders, removed to Taiwan 
from the Tachen Island just before their fall to the Communist in early 1955. 
This resettlement, which began under the fiscal year 1956 project, is now well 
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along toward completion with the exception of the phases of land reclamation 
and development. This continuation finances training and supervision activities 
for the ‘lachen farming families as well as land improvement activities. If jg 
expected that entire resettlement of Tachen farmers including their training ang 
agricultural extension will be completed by the end of 1958 while aid assistance 
tapers off each year. 

19-405 (N) ‘Tractors—TSC: To increase mechanization of sugar-cane grow. 
ing and harvesting, 75 tractors are to be procured for the Taiwan Sugar Corp, 
who will provide NT$4,300,000 to cover duties, etc. F 

One training participant from TSC staff will study in the United States farm 
tools, agricuitural machinery, and agricultural engineering, for 1 year. 

18-319 (C) Fishing vessel group: Counterpart grant provides continuation 
until December 31, 1956, of support to this group, who are responsible for ad- 
ministratiun and follow-up of 1CA aid to fishery projects. 

Mission fisheries adviser has now under study the possible termination of the 
group this year, if their functions can now be included within the scope of the 
Taiwan Fisheries Administration. 


INDUSTRY AND MINING 


21-007 (C) Coal mining improvement: Under this project a long range de 
velopment program for selected mines is continued. In this fiscal year work will 
be started on the development of workings in several mines in addition to con- 
tinuing deveiopment work started in fiscal year 1956 in other mining properties, 
All properties have recoverable reserves of reasonably large scale. United States 
dollar funds are being provided for the purchase of machinery and equipment to 
be installed us development work progresses and local currency loans will be 
made availiable from section 402 account to defray a part of the local costs, 
Overall additional production to be realized from the project is expected to be 
as much as 1 million tons yearly. 

21-025 (C) Solid fuels and minerals exploration: Under this project United 
States dollar and local currency support from counterpart funds will be pro- 
vided to defray the cost of financing the services of 1 geologist in the fiela of 
metallic and nonmetallic minerals and 1 solid fuels geologist, both from the United 
States Geological Survey, who will provide technical advice and guidance to the 
Chinese Government on its program of coal and minerals exploration. 

21-026 (C) Coal exploration: Local currency funds are provided from coun- 
terpart on a grant basis to finance the continuation of exploration programs in 
the coalfields of northern Taiwan. The project, initiated in fiscal year 1955, was 
continued through fiscal year 1956 and has resulted in the development of basic 
information which has permitted the adjustment of the program as necessary 
to permit exploration efforts this year to be concentrated in areas considered to 
be among those having most promising prospects. The coal mine improvement 
project, 21-V07 (C), also has been adjusted to reflect the findings during the 
earlier fiscal years programs. 

21-028 (C) Minerals exploration: This project provides local currency as a 
counterpart fund grant to continue the support of a minerals exploration pro- 
gram started in fiscal year 1955. Work by Chinese geologists and engineers as- 
signed to Minerals Exploration, Inc., a specially organized agency of the Chinese 
Government, will be directed toward the discovery and delineation of the limits 
of ore deposits on the island of Taiwan from which pyrite, limonite, dolomite, 
clays and heavy minerals may be produced to support the expanding industrial 
economy. The results of earlier surveys have been utilized in planning work to 
be undertaken during this fiscal year. 

21-029 (C) Petroleum exploration: Under this project local currency financ- 
ing will be provided in the form of a loan from the 402 account to support the final 
phase of a petroleum exploration program initiated in fiscal year 1954 but which 
is being terminated as of this fiscal year on the basis of policy determinations by 
ICA/W. The funds will be utilized for defraying part of the costs of geologic and 
seismic surveys, test well drilling and establishing supporting service installations. 
In addition, United States dollar funds and local currency from counterpart are 
being provided to support the cost of training one Chinese geologist in the United 
States and defraying the cost of the services of a petroleum geologist as a technl- 
cal assistance consultant with the Chinese Petroleum Corp. 

21-406 (N) Copper and pyrite development: Under this project the third 
phase expansion of the Chin-Qua-Shih Mine development program, designed to 
increase the output of copper and pyrite ores, is financed. United States dollars 
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will be provided to defray the cost of the purchase of mining, milling, and trans- 
port equipment. A local currency loan will be made available from the 402 
account to defray a portion of the local costs involved in the installation of 
equipment and machinery, underground and surface facility construction and 
underground development work. 

22-018 (C) Wusheh Dam hydro: Under the project, continued United States 
dollar and local currency support from counterpart funds will be provided to 
defray the cost of contract services by the United States Bureau of Reclamation 
on this project, first initiated in fiscal year 1952 and scheduled for completion 
in August 1958. Local currency loans from the 402 account will also be pro- 
vided to the Taiwan Power Co. to defray the cost of continued construction 
of the curved gravity dam and ancillary structures. In addition there will be 
provided sufficient United States dollar funds to complete procurement of imported 
equipment necessary for the dam and power generating facility. Completion of 
the dam will add approximately 35,300 kilowatts of firm power to the system 
through the additional storage capacity available to the Sun-Moon Lake gen- 
erating facilities. 

22-030 (C) Telecommunication expansion: Under this project financial sup- 
port is provided to the Taiwan Telecommunication Administration to defray the 
cost of the fiscal year 1957 portion of the administration’s 4-year plan for which 
jnitial financing was provided in fiscal year 1956. United States dollars will be 
utilized to purchase equipment from worldwide sources and local currency will 
be made available from the 402 account to defray the cost of Japan barter ac- 
count funds for the procurement of equipment from Japan. This fiscal year’s 
projects are designed to increase the capacity of urban telephone systems, the 
VHF system on the east coast of Taiwan and the toll carrier system on the west 
coast in order to meet the domestic demand for telephone services. Training 
of the 2 participants in the United States for 1 year will be supported with 
United States dollar and counterpart funds. 

22-034 (C) Lung Chien hydro: In this fiscal year local currency financing in 
the form of a loan from the 402 account will be provided to continue construction 
of components of this hydropower project, initial financing of which was approved 
in fiscal year 1955. Work will continue on the dam intake structure, pressure 
tunnel, penstock, powerhouse and supplementary diversion system. A small 
United States dollar cost item for contract services will also be financed. Ultimate 
capacity of this installation will be 48,600 kilowatts. 

22-087 (C) Nanpu 2d unit thermal: Final contract service requirements will 
be provided under this project for completion of the 40,000 kilowatt extension 
of the Nanpu thermal generating plant, initial financing of which was provided 
under the fiscal year 1955 program. In addition, local currency for project con- 
struction and equipment installation will be provided as a loan from the 402 
account. 

22-230 (C) Fiscal year 1955 power transmission and distribution: Local 
currency financing in the form of a loan from the 402 account will be provided 
to the Taiwan Power Co. to defray the cost of installing or erecting materials 
and equipment procured under the fiscal year 1955 program. The expanding 
power generating capacity of the company must be supported by a parallel 
expansion of the transmission and distribution systems to insure that most 
effective use is made of the new generating capacity. 

22-277 (C) TF iscal year 1955 primary system improvement: Local currency 
funding through a loan from the 402 account is provided to the Taiwan Power 
Co. to complete construction and installation of facilities, equipment for which 
was procured initially under fiscal year 1955 program. Construction was initially 
financed in fiscal year 1956 through local currency loans. The expansion of the 
primary system capacity is necessary to keep abreast of the expanding gen- 
erating capacity in the Taiwan power system. 

22-301 (C) Fiscal year 1956 primary system improvement: Initial construc- 
tion costs for two new substations and other facilities under the continuing 
primary system improvement program of the Taiwan Power Co. will be provided 
wider this project. Equipment procurement was financed under the fiscal year 
1956 United States dollar program. Completion is expected in fiscal year 1958 
utilizing local currency funds made available as a loan from the 402 account. 
There will be in fiscal year 1957 in addition to construction funds, United 
States dollar and local curreney support from counterpart for the training of 
three Taiwan Power Co. engineers in the United States. 
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22-302 (C) Fiscal year 1956 power transmission and distribution: Local 
currency financing in the form of a loan from the 402 account is provided under 
this project to defray a part of the cost of installing equipment and materials 
procured under the fiscal year 1956 program. Project completion is scheduled 
for fiscal year 1958. The project is a part of the overall program for improvement 
of power transmission and distribution facilities necessary to support the ex. 
panded generating capacity within the Taiwan Power Co. system. As an integral 
part of the project, United States dollars and local currency financing from 
counterpart is provided to defray the cost of training six Taiwan Power Co, 
engineers and technicians in the United States. 

22-303 (N) Ku Kuan hydro: This project, initially proposed for financing 
under the 1956 program, was diverted to the fiscal year 1957 program because 
of fund shortages. It is imperative that this project be started in fiscal year 
1957 in order to assist in relieving the acute power shortage projected for 1959 
and 1960. United States dollar and local currency financing from the 402 account 
wil) be provided to start procurement of equipment and to defray first con- 
struction costs of the project which will be developed initially as a 90,000 kilowatt 
ruu-of-river station with peaking pondage. United States dollar funding and 
local currency costs defrayed from counterpart will, as presently programed, 
provide for the training of 3 Taiwan Power Co. engineers in the United States 
and support the requirements of 2 power engineers to serve in Taiwan as 
advisers on the project development and construction. 

22-379 (C) Suburban telephone expansion: Under this project local currency 
finuncing is provided to the Taiwan Telecommunication Administration from 
the section 4U2 account to assist in defraying the cost of installing equipment 
purchased through the fiscal year 1956 program under the United States dollar 
account. The program as initially conceived will provide for additional tele- 
phone circuits in the several suburban areas in Taiwan which have been under- 
going a rapid growth during the past several years. 

22-407 (N) Fiscal year 1957 power transmission and distribution: United 
States dollar financing of equipment and materials to be procured on a wurld- 
wide basis and local currency loans from the 402 account to finance procurement 
of equipment and materials through the Japan barter account will be provided 
for this project which is a portion of the Taiwan Power Co. program for the 
expansion and improvement of the transmission and distribution facilities neces- 
sary to keep pace with the development of new generating capacity. The fluanc- 
ing of equipment installation and facilities construction will be supported through 
local currency loans in fiscal year 1958. 

22-408 (N) Fiscal year 1957 primary system improvement: To carry the 
increased load and to support the additional capacity of the generating system 
of the Taiwan Power Co. Financing will be provided in this fiscal year 1957 
project under the United States dollar program to defray the cost of procuring 
trausformers aggregating 100,000 kilovolt-amperes. In addition equipment and 
materials necessary to the construction of a new trunk transmission line parallel- 
ing the existing 154 kilovolt line along the west coast of Taiwan will be sup- 
ported through this project. A limited amount of local currency funding through 
a loan from the 402 account will be made available as well. This project isa 
purt of the primary system improvement program established by the Taiwan 
Power Co. 

22-409 (N) Power control communication: Under this project, initial United 
States dollar funding will be provided for the purchase of communication and 
telemetering equipment for the Taiwan Power Co. to meet the need for more 
effective contrul and operation of the expanding power facility network. With- 
out sufficient equipment the ultimate benefit of the expanding power generating 
and transmitting capacity cannot be made available to the industrial economy 
of the island. The Taiwan Telecommunications Administration will be co- 
sponsor of this project. 

22-410 (N) Chin Shan hydro: United States dollar fundng and local currency 
support from counterpart will be provided under this project to defray the costs of 
contract services for planning and initial design of a hydroelectric plant, and 
the training of two Taiwan Power Co. engineers in the United States on hydro- 
power project planning and construction. The project, which it is proposed will 
be supported through the United States Aid program in subsequent years, con- 
templates the establishment of a hydropower station having an ultimate capacity 
of 120,000 kilowatts in the Ta Chia River drainage. The Ku Kuan and Tien Lung 
stations, financing for which has been provided under this or earlier fiscal 
years’ programs, are a part of the same power generating complex on the Ta 
Chia River. 
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92-372 (C) Shen Ao 1st unit thermal: Under this project, which contemplates 


‘the construction of a 75,000 kilowatts thermal generating plant for the Taiwan 


Power Co., United States dollar funds will be provided to defray the cost of 


equipment purchased, and local currency financing in the form of a loan from the 


402 account will be made available for project construction and equipment instal- 
lation. In addition United States dollars will be provided to continue contract 
services by the United States consulting firm and to support the training of two 
Taiwan Power Co. engineers in the United States. Local currency support for 
the engineer training will be provided from counterpart. ; 

93-046 (C) Urea plant: United States dollar and local currency financing 
through a loan from the 402 account is provided under this project to continue 
procurement of equipment and materials, plant construction, and installation of 
equipment in a urea plant owned by the Taiwan Fertilizer Corp., designed to 
produce annually, 85,800 metric tons of urea (44% N.). Initial planning began 
in 1952 when local currency financing of the initial survey and planning expenses 
was provided. United States dollar financing and procurement of plant equip- 
ment to defray the cost of technical services was provided from fiscal year 
1954 to fiscal year 1956. Local currency was made available on a loan basis 
during these years to defray cost of construction and equipment installation. 
In addition to funds provided for procurement in fiscal year 1957, United 
States dollar financing of contract services is completed as well. Plant operation 
is expected by the end of 1957. 

23-047 (C) MHualien nitrochalk plant: Final United States dollar funding is 
provided for procurement of miscellaneous items of equipment needed to complete 
this project, construction of which was started in July 1953, designed for the 
establishment of facilities to manufacture 70,000 metric tons of nitrochalk 
fertilizer annually (20% N.). 

23-050 (C) Nitrophosphate plant TFC: Funds are provided in the form of a 
loan from the 402 account to meet local currency costs of final local equipment 
procurement and construction and machinery installation costs for the nitro- 
phosphate fertilizer plant of the Taiwan Fertilizer Corp. United States dollar 
financing for procurement of equipment was provided from fiscal year 1954 to 
fiscal year 1956. Loans from counterpart in fiscal year 1955 and the 402 account 
in fiscal year 1956, were provided to defray a portion of the local construction 
and installation costs. Plant operation is expected by the end of fiscal year 1957. 

23-057 (C) Artificial wood board plant—DP: United States dollar, and local 
currency financing from counterpart, are provided to defray the cost of training 
in the United States, of one engineer from this privately owned plant, financed 
through the aid program, on manufacturing and control techniques necessary to 
the successful operation of the plant. 

23-061 (C) Lyproduct coke oven: Under this project United States dollar 
and local currency financing through a 402 account loan will be provided to meet 
a portion of the costs of completing the purchase of equipment and constructing a 
byproduct coke oven plant capable of producing 360 metric tons of coke per day 
to meet the requirements of the urea fertilizer plant and other industries in 
Taiwan as well as provide a source of byproducts which may be used as a basis of 
several chemical industries. The project was initially approved in 1954 and 
procurement authorization issued but because of policy decisions pending in 
ICA/W procurement has never been initiated. Decision is expected soon after 
October 15, 1956. 

23-062 (C) PVC manufacturing: This project will provide United States 
dollar and local currency financing from counterpart to support the training of 
2 engineers from the Formosa Plastics Corp., 1 in the United States and 1 in 
Japan, for a period of 6 months each in techniques involved in the manufacture 
of PVC in the plant initially financed through the fiscal year 1955 aid program. 

23-072 (N) Electric motor and switch manufacture: Under this project 
United States dollars are provided to defray the cost of procuring machine tools 
for manufacturing, and testing equipment supplementing equipment presently 
installed in the plant of the Ta Tung Engineering Corp. as necessary to support 
the production of small electrical motors, switches, switch gears and other 
electrical accessories. An addition to the procurement of equipment, provision 
is made for United States dollar, and local currency financing from counterpart, 
necessary to defray the cost of training two engineers from the project sSponsor’s 
staff in the design and manufacture of electrical motors and accessory electrical 
equipment. Technical cooperation and assistance is being provided to this 
Private project sponsor through the Westinghouse Electric International Co. 
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23-236 (C) Paper board manufacture: Under this project, necessary United 
States dollar, and local currency support from counterpart, are provided to 
defray the cost of training in Jupan of an engineer, from the Kin Dah Pulp 
and Paper Co. on the study of mechano-chemical and semi-chemical processes 
for the manufacture of pulp and paper from bagasse and bamboo. The project 
was initially financed under an ICA aid in fiscal year 1955. 

23-304 (N) Incandescent lamp manufacture: Under this project United 
States dollar financing is provided for the procurement of automatic bulb mak- 
ing machinery and auxiliary equipment and testing apparatus for the manw.- 
facture of uniform glass bulbs necessary to the effective operation of electric 
light globe assembly equipment now installed in the plant of the project sponsor, 
It is expected that total capacity of the plant upon completion will be approxi- 
mately 4.8 million bulbs yearly. 

23-306 (C) Sulphuric acid plant—KASC: A part of the expansion plan 
for the Kaohsiung Ammonium Works. Under this is continued financing of 
United States dollar costs of procuring equipment and machinery for the estab- 
lishment of a sulphuric acid plant with a designed capacity of 275 metric tons 
per operating day of 98 percent N2SOs, initial procurement for which was financed 
under the fiscal year 1956 program. Local currency financing will be provided 
in the form of a loan from the 402 account to defray the cost of building con- 
struction and equipment installation. Additional local currency costs projected 
for fiscal year 1958 have been designated to be financed through a similar loan, 

23-308 (C) Nitrophosphate—HNFW : Continuing the development of facilities 
for the production of mixed fertilizer integrated with the Haulien Nitrochalk 
Plant of the Hualien Nitregen Fertilizer Corp., United States dollar financing igs 
provided to cover the cost of freight on United States procured equipment. 
A local currency loan from the 402 account will help to defray local costs of 
construction and equipment installation. Initial United States dollar financing 
for equipment procurement was provided in fiscal year 1956. 

23-309 (C) Modernization of mills—TSC: This continuation project requires, 
in fiscal year 1957, US$262,000 to procure modern machinery and equipment 
to replace obsolete equipment in the sugar mills of the Government-owned 
Taiwan Sugar Corp. 

An instrument control and repair team of three training participants will be 
sent to the United States for 6 months, requiring US$9,000 and counterpart 
grant of NT$62,000, plus NT$62,000 to be provided by TSC. 

23-388 (N) Science equipment manufacture: Under this project it is pro- 
posed to establish facilities for manufacture of laboratory equipment such as 
balances, electrical and physical testing apparatus and miscellaneous optical 
equipment of a quality suitable for use in school laboratories. United States 
dollars for the procurement of necessary tooling and local currency support 
from counterpart is provided to defray the cost of construction locally and the 
installation of machinery. The equipment provided from this manufacturing 
facility will replace similar items now being imported and will save foreign 
exchange. 

23-411 (N) Bagasse shaving board—TSC: A shaving board plant having a ¢a- 
pacity of 55 metric tons daily of bagasse board, utilizing bagasse as a raw 
material, is being established under the direction of the Taiwan Sugar Corp. 
United States dollar financing is being provided under this project for the 
procurement of necessary equipment from the United States. With a chronic 
shortage of wood for construction in Taiwan, utilization of waste products 
is economically beneficial to the country. 

23-413 (N) Pentachloralphenol manufacture: Under this project local cur- 
rency funding a Japan barter account procurement of equipment will be financed 
through a 492 account loan which will provide equipment for the establishment 
of a pentachloralphenol plant in the An Shun Works of the Taiwan Alkali 
Corp. with a capacity of about one metric ton per day of pentachloralphenol, 
an excellent wood preservative. Excess chlorine derived from processes at the 
Taiwan Alkaline Corp. will be utilized in the manufacture of the penta- 
chloralphenol thus reducing the waste of a valuable byproduct and at the 
same time reducing the costs now incurred in neutralizing the chlorine prior 
to disposal. 

23-414 (N) Dynamite manufacture: Under this project will be financed the 
United States dollar costs of the equipment to be procured on a worldwide 
basis, and through a 402 account loan, the local currency costs of establishing 
a plant for the manufacture of 1,000 metric tons annually of industrial dynamite. 
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The contemplated plant will be established in conjunction with the double base 
yowder plant and the single base powder plant both presently managed by the 
296th Arsenal CSF through utilizing nitroglycerin available through the double 
pase powder plant. Under the proposed project all 3 plants will be operated 
under the management of a single nonmilitary corporation with the 2 powder 
plants being made available on a lease basis. ; 

93-305 (N) Acetic acid plant: Under this project United States dollar 
financing is provided for the procurement of equipment needed in the estab- 
lishment of an acetic acid plant having a capacity of 5 metric tons of glaeial 
acetic acid, utilizing as a raw material, calcium carbide. The Taiwan Fertilizer 
Corp., the project sponsor, proposes to utilize the facilities of their Factory 
No. 5 (calcium cyanimide) which is to suspend production at the time Plant 
No. 6 (urea) goes into production. In this way some of the productive facilities 
at the No. 5 plant, which produces carbide as an initial step in the manufacture 
of cyanimide, may be utilized in the production of an important industrial raw 

terial. 
m3 416 (N) Hydrodesulphurization and polymerization—CPC: Local cur- 
rency financing from a 402 account loan will be provided to support local con- 
struction and installation costs on a unifining unit, a polymerization unit and 
a sulphur recovery unit, procurement of which is being financed through a 
United States dollar loan to the Chinese Petroleum Corp., the Chinese project 
sponsor, from the Gulf Oil Corp. The equipment will be instrumental in im- 
proving the quality of the refinery products. There will be in addition, financing 
provided for the training of a Chinese petroleum refining engineer in the United 
States on the techniques and practices utilized in petroleum refining; both 
United States dollar and local currency from counterpart are being furnished. 

23-417 (N) Rubber tire manufacturing: Initial United States dollar financing 
is provided for the procurement of equipment for the establishment of a rubber 
tire manufacturing plant with a capacity of 30,000 automobile, truck, and bus 
tires annually. The sponsor, the China Rubber Tire Co., financed by the over- 
seas Chinese, is negotiating an agreemént with the Lee Tire Corp. of the United 
States to provide for technical advice in connection with formulae, processes, 
tire design, tire construction, specifications, and quality control. Additional 
financing will be required in fiscal year 1958. 

23-418 (N) Aluminum plant modernization: To improve efficiency and re- 
duce costs for the Kaohsiung plant of the Taiwan Aluminum Co., procurement of 
equipment to the value of US$525,000 is provided for (@) reconstruction of 
potline with enlarged anode and vertical studs, (b) purchase of two addi- 
tional units of d. c. rectifiers of 6,000 amperes each, (c) installation of new 
cryolite plant equipment to recover fluorine gas, and (d@) recovery of byproducts 
from the red mud (caustic soda, aluminum and iron). <A section 402 loan of 
NT$7,000,000 is required to cover part of local currency costs for local procure- 
ment and installation. TAICo is providing N'T$7,000.000 to complete this project. 

23-399 (N) Lithograph printing and platemaking: This project provides 
for the establishment of a modern printing plant in Taiwan to supply photo- 
engraving and photolithographic plates to the printing trade, and to 
provide high-grade printing facilities, such as multicolor reproduction for 
Taiwan, including the printing of high-quality labels for export industries. 
US$600,000 is provided to procure color offset presses, vertical platen presses 
and cylinder lead presses; a section 402 loan of NT$8,000,000 will provide for 
buildings, installation, etc. Training in the Philippines is provided for two 
Type AX participants on a grant basis. 

The Government will sponsor this project, but the plant will be turned over 
to private finance and operation after completion and after an adequate training 
program has been carried out. 

23-419 (N) Shop improvement—TMMC: The Taiwan Machinery Manufactur- 
ing Corp. produces the major portion of heavy machinery manufactured on the 
island. United States dollar financing is required to procure modern machine 
tools and equipment for plant improvement and expansion. New production to 
the value of NT$10,000,000 per year is estimated to accrue from this expansion. 
TMMC will provide NT$2,500,000 to complete this project. 

One training participant from TMMC will be sent to the United States for 1 
year to study refrigeration equipment manufacture. 

23-420 (N) Tang Eng Iron Works substation: Aid financing of US$250,000 
is requested to procure equipment for this privately owned works, providing 2 
new substations to meet thé additional load requirements directly from the 
66-kilowatt line in Koahsiung. Local currency costs for duties, installation, of 
NT$3,000,000 are provided by Tang Eng to complete this project. 
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23—421 (N) Chianan Jute Mill rehabilitation: This 20-year-old Government- 
owned mill was transferred to private ownership in 1955. In order to improve 
the quality of products and to reduce production costs, US$105,000 is requested 
to procure replacements for worn-out:machinery. 

23—422 (N) Fengyuan Jute Mill rehabilitation : This 20-year-old Government- 
owned mill was transferred to private ownership in 1955. In order to improve 
the quality of products and to reduce production costs, US$140,000 is requested 
to procure replacements for worn-out machinery. 

23-065 (C) Taiwan Aluminum Co. expansion: In fiscal year 1955, a 2,500-ton 
extrusion press was procured for the Taiwan Aluminum Co. Due to delays in 
procurement and delivery, local currency funds are not required until fiscal year 
1957 for installation of this equipment. A section 402 loan of NT$2,300,000 is 
is provided to cover installation and local procurement ; NT$1,000,000 is provided 
for Japan barter account credits to procure subsidiary equipment from Japan. 
TAICo is providing NT$3,000,000 as their share of total cost in fiscal year 1957, 

24-077 (C) Small industry fund: This is a continuation of a major project 
begun in fiscal year 1954 and designed to make available industrial development 
loans or relativly favorable terms to a great number and wide variety of small 
privately owned industries. Delayed payments for United States dollar aid 
equipment and machinery and local currency loans for plant expansion are ex- 
tended through three privately owned and managed commercial banks with 
branches situated in all major cities of Taiwan. The banks provide 20 percent of 
the funds required for each approved loan. 

This highly successful program will be continued through fiscal year 1957, and 
continuation is expected next year. End-use check of about 130 recipients by the 
mission to date reveals that practically all of the loan funds are being used to 
further worthwhile projects designed to increase production, decrease costs, or 
improve quality. 

25-282 (C) Water resources survey: This continuation project provides in fis- 
cal year 1957 US$300,000 and counterpart NT$2,940,000 as a grant to support a 
United States water resources survey team and the Chinese Water Resources Plan- 
ning Commission. Completion of this project in fiscal year 1958 will require an 
estimated US$300,000 and NT$3,000,000. The Chinese Government is providing 
NT$1,700,000 in fiscal year 1957 toward the survey. Contract for the United 
States team has not yet been finalized. 

25-298 (C) . Steel industry survey: Financing for this continuation project, 
started in fiscal year 1956, will be completed this year. US$20,000 is provided as 
a contingency fund for services of a group of six consultant engineers, financed 
in fiscal year 1956. The survey*team:will-work with the Industrial Development 
Commission on (@) general overall planning, (0) blast furnace installation, 
(c) byproduct coke oven, (d) steelmaking processes, and (e) rolling mill instal- 
lation. Contract for the United States team will be finalized shortly, and work 
begun immediately thereafter. 

26-423 (N) Taiwan Trade Fair: Purposes of this project are to give wide 
publicity to the economic achievements realized under the 4-year plan, to en 
courage improvement of quality of products, to promote trade and investment, 
and to coordinate with other Government activities in the economic defenses 
against the Chinese Communists. It is anticipated to be held from March 1 to 
April 30, 1957, opposite the Taipei Stadium, and will have an estimated floor space 
of 8,700 square meters, with an additional 4,000 square meters to be reserved for 
foreign exhibits. Financing will be from the counterpart fund, with balance of 
requirements met from Government funds, and from exhibitors. 

26-424 (N) Bangkok Trade Fair: The Chinese Government, through en- 
couragement of the mission, has accepted an invitation to participate in the 
International Trade Fair to be held in Bangkok from December 7 to 22, 1956. 
‘Local products, models, photos, charts, and other articles, totaling approximately 
1,300 tons in weight are being collected. About 4,000 square meters of space 
has been allocated without charge to.Taiwan for display of its exhibits. The 
mission will support this with counterpart funds of NT$3 million. 

27-311 (C) China Productivity Center: Fiscal year 1957 continues support 
to the China Productivity Center established in fiscal year 1956. The services of 
six American technicians for the entire year are provided in the fields of in- 
dustrial training, small industry, industrial management, industrial engineering, 
and technical exchange, under the leadership of a Chief, Industrial Productivity 
Division. A training program for Chinese participants includes 6-month training 
in the United States for a team of 4 participants in industrial management and 
a 5-man industrial engineering team. 





: of 


| to 
or 


fis- 
tt a 
lan- 
ans 
ling 
ited 


ect, 
las 
iced 
1ent 
ion,. 
stal- 
rork 


vide 

en- 
ent, 
nses 
1 to 
pace 
| for 
e of 


en- 

the 
1956. 
itely 
pace 


port 
os of 
f in- 
ring, 
ivity 
ning 

and 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 SS5 


97-312 (N) Industrial Research Institute: Grant aid of US$100,000 is pro- 
vided for procurement of laboratory instruments and apparatus for the Union 
Industrial Research Institute. One training participant will be sent to the 
United States for 1 year to study research laboratory equipment and operations. 
No continuation is planned for fiscal year 1958. 

98-252 (C) Handicraft training (RETSER): This continuation project pro- 
vides as a counterpart fund grant local currency for finalizing the establishment 
and equipping of a handicraft and small industry center to provide training, 
initial operating expenses, housing, production and warehousing facilities for 
2,090 combat ineffectives to be discharged from the Chinese Armed Forces. 
ICA mission and George Fry contract team small industry experts are advising 
on the development of this center to insure that its products find a ready market. 
Planning is nearly completed and building coristruction will commence in 
October 1956. Permanent productive employment is envisioned for 2,090 combat 
ineffectives. A small amount of aid dollar grant funds are provided for the 
import of trucks for the center. 

98-313 (C) Handicraft promotion center: This project continues aid to the 
center, established in fiscal year 1956, to coordinate and promote greatly ex- 
panded activities in this field. A technical cooperation contract with Russel 
Wright Associates of New York for a year in the amount of US$125,500 has 
been arranged to provide guidance and back stopping for all the varied activities 
in Taiwan; design and marketing services are included. 

A training program provides for sending 2 Chinese participants to the United 
States and 4 to Japan and the Philippines to study various aspects of handicraft 
design, production, and marketing. Local currency grant from counterpart is 
provided for support of activities of the local handicraft promotion center, and 
for procurement of the limited amount of handicraft production tools. 

28-322 (C) Handicraft training (Tachen): This continuation projects 
budgets counterpart funds expected to be used for the maintenance and expan- 
sion of handicraft projects implemented for 814 Tachen evacuee families in 
fiscal year 1956. Funds are being set aside at the time for these 814 families 
and will be disbursed as grants or loans against programs developed by ICA 
small industry experts. These programs must insure resettlement of the Tachen 
families in self-supporting employment. The determination has yet to be made 
whether handicraft work can provide such self-supporting employment, thus 
some of these funds may be used for resettling these people in industrial 
employment. 

29-080 (C) Industrial Program Administration: The cost of the services of 
eight consultants and technicians who are to assist the Chinese Government in 
the administration of the industrial development projects financed through the 
United States assistance program, is financed through a grant of United States 
dollars. Services include industrial program planning and administration, in- 
dustrial economic analysis, industrial training program planning and super- 
vision, industrial project status reporting. 

29-257 (N) General Construction Corps (RETSER): This is a new. project 
which provides as a counterpart fund grant local currency for financing the 
training, equipping, and housing of several thousand combat ineffectives retired 
from the Chinese Armed Forces, who have joined together to form a construction 
working corps. This construction corps has been working on various water 
conservancy projects throughout Taiwan and is now employed on the East-West 
Highway. This project will enable the construction corps to be permanently 
resettled in self-supporting productive employment in Taiwan. United States 
dollar aid financing is tentatively budgeted for importing construction machinery 
for use of the construction corps. 

29-276 (C) Industrial consultation: Funds are provided, as a grant, te defray 
the cost of services of a pharmaceutical adviser, for 6 months in fiscal year 1957. 
Due to the very high requirements of foreign exchange annually for imported 
drugs, the Chinese Government is interested in the possibility of setting up 
pharmaceutical subdividing and packaging plants in Taiwan. A survey by this 
adviser should help determine whether this is feasible. 

29-422 (N) Employment placement (RESTER): This is a new fiscal year 
1957 RETSER project which provides as a counterpart fund grant local cur- 
rency for establishing an employment placement center with the function of 
finding permanent employment in Taiwan commerce, industry and public serv- 
ices for combat ineffectives being discharged from the Chinese Armed Forces. 
It is realized that such employment opportunities may exist in the expanding 
economy of this island and this project establishes the operating agency to 
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bring employers and retired servicemen, potential employees together, there being 
no other such agency providing similar services in Taiwan. 

29-433 Job training (RETSER): This is a new fiscal year 1957 RETSER 
project which provides as a counterpart fund grant local currency for financing 
basic job training, either on or off the job, required by combat ineffectives being 
discharged from the Chinese Armed Forces to qualify them for permanent, 
self-supporting employment within Taiwan’s civilian economy. Specific training 
may be given in order to meet the known needs of specific industries. This 
project will train and provide the training opportunities needed to help re 
tired servicemen return to productive civilian life. 


TRANSPORTATION 


31-251 (C) East-West Highway survey (RETSER): This continuation 
project provides as a counterpart fund grant a small amount of local currency 
to complete the East-West Highway survey commenced in fiscal year 1956, con- 
struction of which will link the east and west coasts of Taiwan facilitating the 
opening of vast areas of new land for the productive resettlement of combat 
ineffectives to be discharged from the Chinese Army under the RETSER’s pro- 
gram. This survey is now nearly complete and actual construction on the high- 
way has commenced. Based on this survey, it is expected that resettlement 
projects in the newly investgated areas will soon be developed. 

31-314 (C) Municipal road improvement: A counterpart grant is provided to 
complete this project, begun last year, for the construction of new connecting 
roads and bridges, and paving of presently unpaved important roads in several 
major suburban areas near Taipei, as well as suburban roads, to provide better 
access to suburban industrial areas, expedite military movements and population 
dispersal and alleviate serious traflic congestion. Municipal governments are 
providing NT$10,000,000 to complete the total cost. 

One TA participant will be sent to America for 1 year’s study of road paving 
techniques, sponsored by the Taipei municipal government, US$5,000 and counter- 
part NT$41,000 are provided as a grant. 

31-315 (C) East-West Highway construction (RETSER) : This continuation 
project providing United States dollars and counterpart for continuing and ex- 
panding construction of a major highway connecting the east and west coasts 
of Taiwan commenced under an fiscal year 1956 RETSER project. This high- 
way traverses Taiwan’s high Central Mountain Range and opens up vast areas 
of the island for exploitation as resettlement activities for combat ineffectives in 
the fields of forestry, farming, livestock raising, mining, etc. The project also 
gives labor employment for thousands of combat ineffectives. Imported con- 
struction machinery and materials for the highway which cannot be obtained 
locally or in Japan are provided. 

As this project is a vital and major development project for all of Taiwan’s 
economy, it is possible that some of the RETSER funds now tentatively pro- 
gramed may be substituted by general industrial development funds in future 
fiscal year’s. ‘ 

31-425 (N) East-West Highway development (RETSER): This new project 
provides as a counterpart fund grant local currency for financing resettlement 
projects for combat ineffectives to be developed in the areas to be opened by 
the new East-West Highway. These projects, which will be in the fields of farm- 
ing, forestry, livestock raising, or mining, are expected to provide permanent, 
self-supporting, employment and living opportunities for several thousands of 
combat ineffectives waiting to be retired from the Chinese armed forces. 

31-426 (N) Hualien-Taitung Highway: A counterpart grant is provided to 
complete the Hualien-Taitung Highway, built by the Japanese, except for bridges. 
Five major railway bridges will be utilized to serve highway traffic. Completion 
of this link will provide complete round-the-island highway facilities, and pro- 
mote development of industrial and agricultural activities on the east coast 
and facilitate military transportation. 

33-427 (N) Expansion of railroad facilities: The Taiwan Railway Admin- 
istration has embarked upon a 4-year (1957-60) development plan to meet in- 
creasing requirements of a growing economy and population, and to replace worn- 
out equipment. This project combines the following three projects: 

(a) Procurement of 5 steam locomotives, 1 wrecking crane, and materials 
for construction of 6,000 tons of freight cars. The 4-year plan aims at adding 
25 steam freight locomotives, 6 switching locomotives, 25.000 tons of freight 
cars, and 146 passenger cars. 
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(b) Railway shop expansion will provide for procurement of machinery 
and equipment and extension of shop buildings for expansion of TRA’s 
Taipei and Kaohsiung work shops for local construction of railway freight 
and passenger cars. No continuation is foreseen for fiscal year 1958. 

(c) Railway double track will be built over three sections, totaling 21 
kilometers which now represent bottlenecks in the north-south trunk line 
transportation. In fiscal year 1958 remaining sections, totaling 16 kilometers 
will be doubie-tracked. 

The fiscal year 1957 aid program also provides for training of four participants 
in the United States, who will study passenger and freight car construction and 
maintenance. 

34-106 (C) Keelung Harbor improvement: To continue improvement of 
Keelung Harbor’s facilities, US$61,400 is required for (1) expansion of the grain 
elevator from 10,000 to 15,000 ton capacity and (2) construction of three new 
small tugs. A section 402 loan of NT$4,700,000 is requested for construction of 
a grain silo and tug hulls. ‘The Harbor Bureau is providing NT$270,000 to cover 
duties on imported equipment. 

34480 (N) Kaohsiung industrial harbor construction: The project is a 4 
year development plan to (1) dredge the present channels to accommodate ocean- 
going vessels, (2) reclaim 100 hectares of lagoon by using the dredged mud, and 
(3) construct revetments, docks, railway and highway connections to the re 
claimed areas. After completion, the Kaohsiung Harbor will provide a large 
area of land for industrial plant sites, in addition to greatly increasing the capac- 
ity of the inner harbor. 

86-108 (C) Shipping management: The services of Mr. Alan Laidlaw, as 
shipping management consultant, are continued in fiscal year 1957. Also this 
project will provide for training in the United States for 6 months one participant 
from the Ministry of Communications to study maritime administration. 

36-415 (N) Coastal ships construction: Aid loan of US$775,000 is requested 
for construction of one 2,500 dead-weight tons general cargo ship for banana 
export to Japan, one 350-gross-ton ferry boat to run between Kaohsiung and 
Makung, and two 50-gross-ton ferries to operate Taitung/Orchid Island/Green 
Island. 

87—109(C) CAA improvement: This project continues the improvement of 
navigational aids, landing and communication facilities of Taipei International 
Airport and Tainan and Hengchun NDB and VOK stations, as well as mainte- 
nance and overhaul facilities. US$367,000 will be used to procure power plants, 
transmitting and rece:ving equipment, maintenance vehicles, antennas, and 
electric apparatus. From section 402 will be provided NT$4,335,000 for in- 
stallation and construction costs. 

US$76,000, and NT$1,200,000 from counterpart, are provided, as a grant, for 
continued support of the civil aviation group, a five-man team from USCAA. 

The training program will be continued, with the sending of three local per- 
sonnel of the Chinese CAA to the United States, for a period of 8 months each, 
to study radio teletype, radar, and airway system planning. US$10,000 and 
counterpart NT$123,000 are provided, as a grant. 

39-352 (C) Transportation: This project was submitted in fiscal year 1956, 
but was deferred to fiscal year 1957 due to delay in recruitment. Funds are re- 
quested to provide the technical services of transportation specialist to assist 
the Chinese Government in the preparation and implementation of a balanced 
program for transportation development. 

39-431 (N) Shipyard expansion: United States dollar and 402 fund account 
aid is programed for procurement of one 35-ton crane for the building berth of 
Taiwan Shipbuilding Corp., as well as additional arc welding machines, acetylene 
generating and piping system, and electric apparatus. The underwater section 
of No. 2 building berth will be extended to permit simultaneous construction 
of fishing boats and coastal vessels, leaving drydock No. 1 available full time 
for ocean ships repair. TShC will provide NT$2,000,000 for customs duties, 
installation costs, ete. 

HEALTH AND SANITATION 


52-127 (C) Kaohsiung water works rehabilitation: To provide additional 
potable water to the Kaohsiung area and serve as a demonstration to stimulate 
other communities to improve their water supplies. 

54-134 (C) NDMC: This continuing project is to expand the National 
Defense Medical Center primarily for medical and para-medical education of 
overseas Chinese students as well as improvement of the quality of medical 
and associated personnel of the country. 
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55-248 (C) Hospitalization I—Lepers (RETSER): This continuation project 
provides as a counterpart fund grant local currency for finalizing the constructing 
and equipping and operating expenses of hospital facilities for 100 transmissible 
lepers and 200 neuropsychiatric retired servicemen patients discharged as 
combat ineffectives from the Chinese Armed Forces, plus resettlement facilities 
on a leper farm now being established for 200 intransmissible lepers also dis- 
charged as combat ineffectives. Hospital facilities provided represent expan- 
sion of existing civilian leper and NP hospitals. Construction work is expected 
to commence on the hospital facilities during October 1956 and on the leper 
farm in November 1956. The project also provided a nominal grant of United 
States aid dollars for importing drugs which cannot be locally procured or 
financed with barter credit. 

55-328 (C) Hospitalization interim (RETSER): This continuing project 
provides as a counterpart fund grant local currency for financing the interim 
medical care and living expenses for 19,837 disabled and sick combat ineffectives 
discharged from the Chinese Armed Forces in June 1955. This is interim care 
and maintenance pending completion of the permanent hospital and domiciliary 
facilities for these men provided in other RETSER aid projects commenced in 
fiscal year 1956 and continuing this year. This project will be terminated when 
permanent hospitalization and domiciliary facilities are completed. 

55-359 (C) Hospitalization II—General (RETSER): This project provides 
as a counterpart fund grant local currency for continuing the construction of a 
1,000 bed general hospital being constructed for meeting the health requirements 
of combat-ineffective veterans discharged from the Chinese armed forces under 
the RETSER program. This project was implemented in fiscal year 1956 and 
construction of the hospital is about to commence on a landsite near Taipei, 
Engineering studies and building plans have been completed. This project also 
provides considerable United States dollar aid financing for the import of con- 
struction materials for building construction and its support facilities such as 
staff housing as well as for importing medical supplies and equipment for equip- 
ping and operating the hospital. 

55-360 (C) Hospitalization III—TB (RETSER): This is a continuation 
project which provides as a counterpart fund grant local currency for financing 
the constructiug, equipping and operating of a 1,500-bed tuberculosis hospital 
together with its supporting facilities, for combat-ineffective veterans discharged 
from the Chinese armed forces under the RETSER’s program. This project was 
implemented in fiscal year 1956; engineering studies and basic building plans 
have been completed and a landsite obtained. Construction is expected to com- 
mence during November 1956. The project also provides United States dollar 
aid for financing the import of construction materials for building the hospital 
as well as for medical supplies and equipment for equipping and operating the 
hospital. 

55-361 (C) Hospitalization IV—Clinics (RETSER): This continuation 
project provides as a counterpart fund grant local currency for completing the 
constructing aid equipping as well as operating of three clinics being built to 
provide adequate medical facilities for approximately 10,000 combat ineffectives 
retired from the Chinese armed forces now living in convalescent camps. United 
States dollar financing is also provided for importing medical supplies and equip- 
ment for equipping and operating these three clinics. 

59-428 (N) Tachen villages health facilities: This new project provides a 
limited counterpart fund grant of local currency for establishing permanent 
health facilities in the 20 most remote new Tachen villages occupied by some 
2,500 Tachen families who moved to Taiwan at the time of the evacuation of 
their home islands to the Communists in early 1955. Under this project basic 
furnishings aud equipment is provided, in coordination with the Chinese Gov- 
ernment’s provision of new personnel, for equipping and operating health rooms 
in those Tachen villages which are at least 5 miles away from other health 
facilities. This is a one time project and will not be continued in later years. 


EDUCATION 


66-228 (C) Expansion of educational facilities for overseas Chinese: The 
fiscal year 1957 program will represent a logical expansion and extension of 
this project. As before, the bulk of the financial aid will be spent upon physical 
facilities and improvements on the various college and high school campuses, 
but with significant expenditures on technical services and in aid to recruitment 
of overseas Chinese students. 





ct 
ng 
ble 
as 
ies 
lis- 
ne 
ted 
per 
ted 
or 


ject 
rim 
ives 
‘are 
ary 
i in 
‘hen 


ides 
of a 
ents 
nder 
and 
ipei, 
also 
con- 
h as 
juip- 


ation 
icing 
pital 
irged 
; was 
plans 
com- 
lollar 
spital 
g the 


lation 
ig the 
lilt to 
ctives 
Jnited 
equip- 


ides a 
anent 
- some 
ion of 
. basic 
e Gov- 
rooms 
health 
pars, 


p: The 
sion of 
bysical 
npuses, 
1itment 





ee ty 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 SS9 


PUBLIC ADMINISTRATION 


71-017 (C) General program planning: This project is to continue provision 
of the services of experts to the Chinese Government to help development of 
eccnomic plans and programs, assist in administration of the aid program, 
and make program: reviews and: analyses in order that funds provided under 
the aid program are effectively utilized. 

71-278 (C) RETSER program administration: This continuation project pro- 
vides United States dollar aid as well as a local currency counterpart fund grant 
to finance the George Fry & Associates contract team services and one 
ICA/MSM/C RETSER program adviser, for assisting the Chinese Government 
in carrying out its retirement program for discharging combat ineffectives from 
the Chinese Armed Forces. 

The six American members of George Fry & Associates, augmented by their 
Chinese support personnel, advise the Chinese Government on all phases of its 
retired servicemen’s program which aims at permanent resettlement, as far as 
possible in productive, self supporting, employment, of combat ineffectives in 
the Taiwan’s civilian economy. 

72-140 (C) CUSA/CTM administration: This project is to continue provision 
of the services of the experts to the Council for United States Aid, which is 
the liaison agency of the Chinese Government in Taiwan, and is responsible for 
effective coordination of activities among the ministries of the Government, assist 
in supply and procurement of aid goods; and assist in effective implementation of 
program plans and objectives. 

79-354 (C) Classification centers (RETSER) : This continuation project pro- 
vides as a counterpart fund grant local currency for operating under the super- 
vision of George Fry contract team personnel, classification centers established 
under the tiscal year 1956 project where combat ineffective servicemen, being 
discharged from the Chinese armed forces, are screened in order to provide 
guidance for their successful integration into civilian life with or without 
RETSER program assistance. As of September 15, 1956, about 46,000 combat 
ineffectives including 4,500 officers, have passed through these classification 
centers. Of the 4 centers originally established 2 have now been closed, as the 
number of men to be processed has passed the 50 percent mark. The work of 
these centers has proved of vital importance to the RETSER program. 


COMMUNITY DEVELOPMENT, SOCIAL WELFARE AND HOUSING 


81-429 (H) Tachen community development: This is a new project which pro- 
vides as a counterpart fund grant local currency for financing community develop- 
ment activities in the 38 new Tachen self-heip villages built in Taiwan by some 
5,100 Tachen Island families who moved to Taiwan at the time their home islands 
were occupied by the Communists in early 1955. Community development type 
activities within these villages have been found to be necessary in order to raise 
the spiritual, educational, and economic level of the Tachen people to that of the 
local Taiwan people. This project brings community services to the Tachen vil- 
lages and strives to develop self-government and leadership among the Tachen 
people themselves while integrating them in the local communities in which they 
have been settled. Emphasis on the community and Government service activities 
to be assisted by this project encourages self-help. 

82-256 (C) RETSER Home lI: This continuation project provides as a coun- 
terpart fund grant local currency for constructing, equipping, and operating 6 
domiciliary type homes for 6,000 disabled, combat ineffectives retired from the 
Chinese Armed Forces. Limited amounts of local currency are also used for pur- 
chasing barter credit for importing construction materials and equipment for the 
homes from Japan. Also provided as grants are small amounts of local cur- 
rency and United States dollars for financing the technical training of partici- 
pants in modern home management techniques in the United States. Construction 
of two of these homes will be completed during November 1956 and will commence 
on the four remaining homes under this project during October. These homes 
will be permanent establishments requiring for their operation an administrative 
staff of 32 persons and a general utility force of 60 persons, all to be drawn 
from among retired servicemen. Thus this project permits the permanent re- 
settlement of a total of 6,552 combat ineffectives. 

82-355 (C) RETSER Home II: This continuation project provides local cur- 
rency as a counterpart fund grant for constructing, equipping, and operating an 
additional four domiciliary type homes accommodating 4,240 enlisted men and 
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128 officers being retired as disabled combat ineffectives from the Chinese Army, 
Construction of these four permanent homes is expected to commence before 
November 15, 1956. 

83-158 (C) Public housing program: Project is to build 9,500 low-cost dwel. 
lings for low-income workers during fiscal year 1957 by making construction loans, 
Counterpart funds comprise about 40 percent capital required. Balance is pro. 
vided by either the Republic of China or private Chinese sources. The Republic 
of China donates land for many projects but otherwise no subsidy is involved, 
Repayment with interest of entire loan is required. Special preference is given 
to loans involving self-help. 

89-331 (C) Small business development—Tachen: This continuation project 
provides counterpart fund grants and loans of local currency to small business. 
men and tradesmen who moved to Taiwan from the Tachen Islands prior to 
their fall to the Communists in 1955. These grants and loans are being made to 
augment loans made with funds provided in the fiscal year 1956 project to ap 
proximately 1,000 Tachen families engaged in every type of small community 
business. Some of these families have also joined together to form small 
businesses such as fishboat building, soybean sauce making, building construction, 
ete. These small businesses are being assisted with funds which provide capital 
equipment. This project terminates emergency aid assistance to Tachen smal] 
businesses. 

GENERAL AND MISCELLANEOUS 


92-325 (C) Motion picture production facilities: The purpose of this project 
is to continue assistance to the Chinese Government in developing its program 
for improvements in motion picture production facilities for filming documentary 
subjects, including fields of agriculture, industry, and related areas. This project 
is to provide for the services of three technicians from the United States of 
America, whose services were partially financial from fiscal year 1956 funds 
and for the training of two participants for a period of 8 months each in the 
United States of America, in this field of work. There is an obvious lack of pro- 
duction techniques for filming subjects which can be used to disseminate effec- 
tively and widely the latest information and methods for farming, forestry, 
mining, and related fields. This training is to help supply the necessary tech- 
niques. The project also provides for a limited amount of local and United States 
procurement of supplies and equipment. 

92-397 (N) Overseas Chinese information: This project is to meet the critical 
need for greater and improved informational services in southeast Asia and 
among overseas Chinese elsewhere by: (1) Invitational travel for overseas 
Chinese leaders and journalists, and other groups from southeast Asia, including 
active seeking-out of international conference to be held in Taiwan. (2) In- 
creased travel of Chinese press, civic, technical and cultural leaders to and in 
the countries of southeast Asia, (3) Assistance in providing United States dollar 
equipment and reading room materials for Chinese Government Information 
Service offices throughout southeast Asia. 

92-398 (N) Overseas broadcast facilities: The purpose of this project is to 
assist the Broadcasting Corporation of China in stepping up and improving broad- 
casts to overseas Chinese in southeast Asia through procurement of shortwave 
transmitting equipment, and supplying necessary funds for cost of construction 
and installation. 

99-258 (C) Shihmen Dam: This is a multipurpose project for irrigation, 
hydropower, flood control, and domestic water supply. $4,470,000 to continue 
procurement is included in the fiscal year 1957 program as well as $500,000 for 
contact services and $12,000 for three training participants. A total of $12,400,000 
is required for the project, local currency costs are provided by the Chinese 
Government. 

99-371 (C) Government budget support: This continuing project is to pro- 
vide the Government of the Republic of China general budget support in fiscal 
year 1957, the amount provided is not to be applied to a specific project or items 
in the Chinese Government budget, but rather to the general support of the 
Government. 
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SHIHMEN DAM,PROJECT 
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1 To be paid by the Chinese Government from their own revenues. 


Of the above cost NT$585,356,000 is allocated as an irrigation cost. Of this 
amount, it is planned that the beneficiaries from irrigation water will repay to 
the Chinese Government NT$30,320,000 annually during an amortization period 
estimated at 23 years, and operation and maintenance costs thereafter. The 
annual repayment of NT$30,320,000 by the water users is calculated on the basis 
of their ability co repay and represents the repayment of principal plus 1.5 percent 
interest during the 23-year period. 





Exuisir B 
TECHNICAL COOPERATION 


From: ICA Taipei. 
Serial No.: TOICA A-150. 


AGRICULTURAL AND NATURAL RESOURCES 


11-333 (C) Research, agricultural education and extension (JCRR): As- 
sistance in strengthening the work of the agencies engaged in agricultural re- 
search, education and extension. Special emphasis during the year will be 
devoted to initiating a coordinated system of agricultural extension. 

11-381 (N) NTU/UC contract: A team of 9 technicians is to be provided to 
advise the College of Agriculture of the National Taiwan University in making 
revisions of its curricula, strengthening its physical facilities and teaching aids, 
etc., in their respective fields of specialty. 

12-234 (C) Land and water resources (JCRR): To assist the provincial 
Water Conservancy Bureau and associations of water users in improving the irri- 
gation of agricultural lands. Assistance will also be given to improvements in 
drainage and tlood control in those localities where these problems exist. 

13-335 (C) Crop and livestock development (JCRR): This project is to 
help increase ithe production of various crops and types of livestock to meet the 
needs of a rapidly increasing population. Emphasis will be placed on improve- 
ment in the varieties of crops and breeds of livestock, insect and disease control, 
improved management practices, ete. 

14-336 (C) Agricultural economics, farm organization and agricultural 
credit (JCRR) : To assist in strengthening farmer organizations, especially the 
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farmer associations (agricultural cooperatives) and the agricultural credit actiy- 
ities of Government/private agencies. 

15-100 (C) Food dehydration: Funds are provided as a grant for the train- 
ing in Japan, of one technician for 6 months, in the line of food dehydration and 
canning. Sweet potato dehydration and tomato canning projects are being 
financed by ICA to overcome wastage from present primitive methods of sun 
drying and seasonal crop spoilage. 

15-337 (C) Agricultural marketing and processing (JCRR): To provide 
technical assistance, equipment and materials to demonstrate improved food 
processing metiiods that will reduce losses from spoilage, thereby reducing the 
marketing costs for producers and consumers. 

13-338 (C) Home economics and rural youth (JCRR): To assist in the ex. 
pansion of rural youth clubs (4-H), which are popular and are making a sub- 
stantial contribution to the training of farm youth and the adoption of improved 
farming practices. Emphasis will also be given to homemaking activities of 
rural families—improved methods of food preparation and preservation, home 
sanitation, child care, sewing, etc. 

17-339 (C) Forestry (JCRR): To assist in the reforestation of cut-over 
areas, forest management, farm windbreaks, and soil conservation. The forests 
of Taiwan represent one of its greatest potential resources and much work is 
needed to develop these resources to the maximum so that eventual self-suffi- 
ciency of forest products on a sustained yield basis, consistent with expected 
population increases, can be attained. 

17-376 (C) Development of forest policies and management (JCRR): This 
project is a continuation of a fiscal year 1956 project in which US$25,000 was 
provided to secure, through contract employment and/or contract services, the 
services of four foresters to assist and advise the Chinese Government on the 
development of improved forest policies and management plans in order to utilise 
to the greatest extent possible the forest yields of Taiwan. 

18-340 (C) Fisheries (JCRR): To provide assistance in the development 
of fisheries so as to add to the total production and catch of fish which plays an 
important role in the diet of the people. 

19-330 (C) Rehabilitation of Tachen farmers: This project is to provide for 
the completion of the farming resettlement program of Tachen evacuees; 159 
farming families have yet to be resettled. 

19-341 (C) All other—Farm tools, agricultural engineering, agricultural 
machinery (JCRR): To assist in the improvement of farm tools and thus 
improve the efficiency of man and animal power. Attention will also be given to 
improved methods of drying paddy rice to minimize spoilage. 

19-342 (C) General administration (JCRR): To provide funds for covering 
the general administrative expenses of JCRR, for the services of four United 
States technicians and for implementing of miscellaneous subprojects. 

19-395 (N) Regional conferences (JCRR): This project is to provide travel 
costs and maintenance allowances (per diem) to participants in conferences in 
the Far East, in the field of agriculture and related matters. At least four such 
conferences are scheduled during the fiscal year. 


INDUSTRY AND MINING 


22-343 (C) Power and communications (JCRR): This project provides funds 
for the electrification of 100 villages and installation of transmission lines for 
telephone service to 25 villages. 

27-230 (C) Industrial management: Funds are provided for the training in 
the United States for a period of 6 months of a team of four industrial execu- 
tives to be selected from the Taiwan Sugar Corp., Taiwan Fertilizer Co., Taiwan 
Pineapple Corp., Taiwan Pulp & Paper Corp., and others. The training is in- 
tended for promising junior executives to study management techniques in 
American industrial and chemical firms, including marketing, personnel mal- 
agement, labor relations, cost control, etc. 

29-323 (C) General industrial training: This project covers specialized in- 
dustrial training in various fields for 7 engineers in the United States and 4 
engineers in Japan. About half of the sponsors are public and half private 
industries and, in most cases, costs are shared between ICA and the sponsor. 
The training includes the fields of electric power, aluminum, paper board, 
refrigeration, chemicals, and handicrafts. 
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TRANSPORTATION 


41-115 (C) Highway bridge engineering: To provide a course of observation 
and training in the United States in the fields of highway bridge design and 
construction and in operation and maintenance of highway construction 

uipment. 

31 324 (C) Highway improvement: This project provides for the technical 
training of one participant in the United States for a period of 1 year. The 
Taiwan Highway Bureau will sponsor the trainee in the field of highway bridge 
design and construction. Cost of the training will be shared equally between 
ICA and the sponsor. 

32-882 (N) City bus administration: To provide a course of observation 
and training in the United States in modern city bus management and admin- 
istration, for one participant. 

LABOR 


49-123 (C) Labor productivity and welfare adviser: This project provides 
for the services of an expert on labor practices, labor relations, and labor 
administration. The Chinese Government has requested that the mission con- 
tinue providing advice on industrial safety practices, industrial and mining 
labor administration, labor relations, and labor welfare activities. 


HEALTH AND SANITATION 


51-125 (C) Malaria control: This project provides funds for the final year 
of a large program started in 1952 as malaria control and was so successful 
that last year it was decided that eradication, instead of control, could be 
accomplished. This project should end this year with practical eradication of 
malaria on Taiwan. 

52-128 (C) Improvement of village water supply: This project provides 
for the construction, extension, and improvement in the public water supply of 
14 cities and villages in Taiwan and for the continuation of the waterworks 
operators training school. 

h2-13 (C) Improvement of sanitary engineering practices: This project, 
designed to improve the practice of sanitary engineering in Taiwan, provides 
for 2 type B consultants, training for 3 type A participants, 2 AX participants 
to train in Japan, and minimum essential equipment to permit effective training 
of additional sanitation personnel in locally operated training courses. 

82-291 (C) Environmental Sanitation Bureau: This project provides for the 
local training of sanitarians, acquiring aids for use in the training, and con- 
ducting demonstrations in protection and construction of safe wells, etc. 

52-392 (N) Small village wells: This project provides assistance to the 
Chinese Government plan for an islandwide sanitation development program 
involving water supplies, latrines and graveyards. 

54-133 (C) Improvement of nursing practices: Consists of training nurses 
in the United States and Japan for supervisory and teaching positions in 
Taiwan; for a nursing consultant and equipment costs for nursing schools. 

54-292 (C) Improvement of public health practices: Consists of training 
local doctors in better administrative practices and improving physical facilities 
of some public health centers. 

54-384 (N) Improvement of medical practices: This project is partially a 
continuation of improvement of NTU Medical College. Includes 3 participants, 
2 United States technicians, and equipment for improving teaching of medical 
arts. 

55-380 (N) Hospital construction and equipment: Provides assistance to the 
NIU Hospital to install a cobalt deep therapy equipment and a modern telephone 
and call system, rebuild the war damaged dietary department, and build quarters 
for interns. 

55-393 (N) Trachoma control: This project is designed to assist the PHA 
and WHO in enlargement of a program of trachoma control which has been 
carried on by PHA, WHO, and UNICEF since 1952. 

55-395 (N) Hospital administration: To provide courses of observation and 
training in hospital administration, including personnel utilization, hospital 
management, and related studies. 

F9-051 (C) Public health officer: Chief of Public Health Office, MSM/C. 

59-385 (N) Food and drug control: Project is to assist Department of Health 


in MOI to improve the food and drug inspection system by building and equipping 
a testing laboratory. 
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59-386 (N) Rural health (JCRR): This is, in part, a continuation of the 
several JCRR health projects listed separately in fiscal years 1955 and 1956. It 
covers the whole field of rural health work that is being done by JCRR, i. e. to 
assist in the control of diseases, strengthen the services of the rural health 
stations, and training of personnel. 


EDUCATION 


61-012 (C) Improvement of vocational-industrial schools: This project under. 
takes to assist the vocational industrial schools in becoming an adequate, de 
pendable source of skilled workers of the kinds most urgently required for planned 
industrial development. Necessary equipment and construction are being pro. 
vided to demonstrate the improved methods of training. 

61-137 (C) Establishment of Industrial-Vocational Department, Taiwan 
Provincial Normal University: A project to create and set in motion a competent 
educational unit for the production of two types of urgently needed teachers, 
Under the terms of the contract between TPNU and Pennsylvania State Univer. 
sity, United States technicians are assisting in the inauguration of a training 
program for the future teachers of vocational industrial and of industrial arts 
courses. 

62-011 (C) Improvement of vocational-agricultural schools: In this con. 
tinuing project, the vocational agricultural schools of Taiwan are being assisted 
to develop more effective and modern means of organization and instruction ip 
agriculture. 

62-285 (C) Establishment of Vocational Agricultural Teacher Training De. 
partment (TCA): This continuing project is to establish and strengthen the 
Agricultural Education Department, to train vocational-agricultural teachers, to 
train in-service vocational-agricultural teachers, to supply laboratory equipment 
and training aids, construction of buildings, and send participants to the United 
States. 

63-286 (C) Improvement of Home Economics Teacher Training Department: 
This project, designed to prepare competent teachers for academic high schools 
and home economics vocational schools so that present home economic practices 
may be improved, will provide 1 type A participant to be trained in the United 
States, 1 AX participant for training in Japan, and construction of buildings. 

65-288 (C) Educational Materials Center: This project, designed to aid in 
improving teaching methods in elementary and secondary schools, provides for 
one United States technician, training of participants in the United States and 
other countries, and construction of buildings at the National Educational 
Materials Center. 

66-009 (C) Improvement of Taiwan College of Engineering: A project to 
create a permanent source of capable engineering talent for the development of 
Taiwan’s industry, by improving both the facilities and the instructional methods 
at the Taiwan College of Engineering. 

66-228 (C) Expansion of educational facilities for overseas Chinese: The 
fiscal year 1957 program will represent a logical expansion and extension of this 
project. As before, the bulk of the financial aid will be spent upon physical 
facilities and improvements on the various college and high school campuses, but 
with significant expenditures on technical services and in aid to recruitment 
of overseas Chinese students. 

67-010 (C) Community school demonstration: This project, designed to 
stimulate the development of community schools, will add 2 new pilot schools 
and 2 normal schools in fiscal year 1957. 

69-139 (C) Education adviser: The mission’s education officer, for which 
this project provides, gives leadership and coordination to the total educational 
effect of ICA in Taiwan. 

69-387 (N) Science equipment: This project is designed to replenish urgently 
needed science equipment of some colleges and secondary schools and provide 
in-service training in physics, chemistry and biology to science teachers of 
vocational-industrial, vocational-agricultural and community schools. 


PUBLIC ADMINISTRATION 


71-155 (C) Leadership personnel: This project finances training programs 
in the United States for Chinese personnel of executive caliber in order that 
they may attend conferences, seminars, and other courses offered in such fields 
as management problems for executives, executive controls, personnel admin- 
istration, and related training. Participants in this field can remain away from 
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their official duties for a limited period of time only, and courses, therefore, are 
to be concentrated and of such a nature as to broaden the vision of the partici- 
pant beyond the departmental areas in which he is working and interest him in all 
of the aspects of management that are essential to successful business operation. 

71-289 (C) Public safety: This project is to continue assistance to the Chi- 
nese Government in improving police administration. 

72-146 (C) ESB-IDC: This project continues budget support for the In- 
dustrial Development Commission and the Economic Stabilization Board. 

74-150 (C) Budget adviser: This project continues provision of the services 
of technicians in the field of budget planning, budget controls, and budget 
administration. 

75-151 (C) Economic planning: This project continues provision of the serv- 
ices of experts in the fields of economics and finance. 

78-158 (C) Statistics: This project continues assistance to the Chinese 
Government in improving the compilation of statistics upon which Government 
policy can be based for formulation of its economic programs, its military plans, 
and related planning. This project will train three statisticians in the fields of 
national income statistics, national industrial statistics, and price series and 
indexes preparation. 

79-154 (C) Legal advisory services: This project provides the services of a 
legal expert and relevant administrative support to assist the Chinese Govern- 
ment in interpretation of aid regulations, help prepare contracts and agreements, 
advise on the effect of foreign investment laws and regulations, procurement 
regulations, and, in addition, when requested by the Chinese Government, offer 
advice and assistance for improvements in local legal practices. 

79-389 (N) Stock exchange administration: This project will provide courses 
of observation and training for one participant in the United States for a period 
of 1 year in stock exchange administration and related practices. 

79-390 (N) Economic Development Institute: This project will provide a 
course of observation and training for a participant for a period of 12 months 
in the United States under a specially devised program to be conducted under 
the auspices of Vanderbilt University. This program is to provide the participant 
with the fundamentals of economic analysis as related to economic development 
problems. 


COMMUNITY DEVELOPMENT, SOCIAL WELFARE AND HOUSING 


82-160 (C) Taiwan Council of America Voluntary Agencies: This project is 
to provide funds to reimburse the local voluntary agencies for handling costs of 
imported relief supplies. 

82-391 (N) Social Welfare Administration: This project is to provide courses 
of observation and training in the United States for a participant for a period of 
12 months in the field of social welfare administration. 

82-349 (C) Land reform (JCRR): This project provides for the continua- 
tion of the land reform program in Taiwan, in constructing land record storages, 
land grading and consolidation, land storage and land program on Kinmen, 
and survey of effects of land inheritance on land fragmentation after land re- 
form in Taiwan. 

GENERAL AND MISCELLANEOUS 


91-156 (C) Foreign trade and investment: This project continues provision of 
the services of 2 experts in foreign trade and investment, and for the training 
of 2 participants for a period of 6 months each in the United States in this field. 

92-001 (C) Information: This project provides the services of 6 experts 
in the field of information techniques and dissemination and for the training of 
5 participants in the United States of America in the field of information. Funds 
are also to be provided for the purchase of supples, commodities, and equip- 
ment necessary for effective implementation of the program. 

98-297 (C) Training in atomic energy: This project provides for the train- 
ing in the United States of four participants in peaceful uses of atomic energy. 

99-000 (C) Technical support: The purpose of this project is to provide 
funds for the purchase of supplies and commodities which are required for ad- 
ministrative support of American technicians on the mission staff, billeting, 
and related local needs. 

99-163 (C) J. G. White contract: This project is to continue assistance 
to the Chinese Government in planning and implementing its industrial develop- 
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ment. program by providing general engineering and consulting engineering gery. 
i 


ces. 

99-229 (C) TA participants pre-departure expenses: This project finances 
predeparture orientation expenses for participants departing for the Uniteg 
States of America, English refresher training, and miscellaneous costs related 
to participant training incurred in Taiwan. 

99-365 (C) TA Participants (AX) post-departure: This project provide 
funds to cover sundry expenses not related to one specific project, such as group 
training or orientation courses in Japan, post-departure mailing of publications 
and miscellaneous expenses. 

99-394 (N) Capital development training course: This project provides 
courses of observation and training for short periods of time for eight partici. 
pants of the upper level of the Chinese Government and private industry. Thege 
courses are to deal with problems of formation, mobilization, and utilization 
of capital, and administrative and financial management. 

98-PO2 (C) Nuclear science and engineer training: This project is inde 
pendently financed by Tsing Hua University and is to continue the training 
of Mr. Yang Yu-tang, currently in the United States of America as a partici. 
pant from the 1955 program. Mr. Yang has been accepted as a Resident 
Research Associate at Argonne National Laboratory for a year’s additiong} 
training. 
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ExuHisit F 
CHINA (TaIwan) 


Summary of operations of International Cooperation Administration (formerly 
Foreign Operations Administration) 




















{In millions] 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1954 1955 1956 1957 (esti- Total 
mated) 
Total expenditures: 
ua United States funds (counterpart 
funds generated) -.-_-----_- «86.4 74.3 72.0 | (Deleted) (Deleted) 
United States funds (no counter- 
part funds generated) - -- 2.0 5.5 8.2 | (Deleted) (Deleted) 
Counterpart funds (in equivalent 
United States dollars) -- 88.4 79.8 80.2 | (Deleted) (Deleted) 
77.9 76.7 83.3 | (Deleted) (Deleted) 
Local government contributions in 
equivalent United States dol- (Deleted) 
NN care cceceecn > 41.2 47.7 57.6 | (Deleted) (Deleted) 
| Unobli- Unliqui- 
gated dated 
(B) Balances as of June 30, 1956: 
a ae ee Gaideebecetwecedwiaseeks 3.6 97.1 
Counterpart funds (in equivalent 
cto. a cipkumendbcancentiecdwnscacésbeuouns 8.6 23.4 
(C) New allocations (tentative) from fiscal 
year 1957: 
Foreign aid appropriation: 
Sas cn Tel Giles gh wn Unload on a 
Counterpart funds (in equivalent United States dollars stieiasadd ss sa et 
Available | Available 
for obliga- | for expend- 
tion iture 
(D) Total amounts available for obligation and expenditure in fiscal year 1957: 
RN IRIN cone nnannaetebesies sacknvieneWccucacecusanascdaescas 4(Deleted) | * (Deleted) 
Counterpart funds (in equivalent United States dollars)_..........-..-..--..- (Deleted) | / (Deleted) 


«Common use items included. 

+ Estimated. 

* Excludes DFS. 

é Fiscal year 1957 proposed operational program. 

¢ Fiscal year 1957 illustrative program plus (B) line 1, unexpended. 

1 Of these funds $23.4 million committed to existing projects; the balance to be utilized for fiscal year 1957, 


(E) Number of ICA employees: 











Locals | United Total 
States 
= ee a 
(e) Technicians: 
1, United States employed iiigeawede Tanck kenee 492 | 57 549 
> seemerect employees.........................-... ha walho waaewncse 67 51 118 
(0) Others (administrative) ................-..----..-.------------- 121 | 22 143 


i i i spice Nietinaite | 680 | 130 | 810 
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HONG KONG 


The pressing problem facing the British in Hong Kong is the 
resettlement of refugees fleeing the Red rule in Communist Ching, 
Estimates of how many displaced persons are presently residing 
within the restrictive confines of Hong Kong vary, but it can be safely 
estimated that between 500,000 and 800,000 refugee Chinese are pres- 
ently crammed into this small area. 

Both the United States Government, under the Far East refugee 
program, and the British are endeavoring to provide housing and em- 
ployment for as many of these refugees as possible. The British have 
constructed a number of apartment buildings. They charge suf.- 
ficient rental to amortize the cost of the structures and to pay for cur- 
rent expenses. Initially, 2 story buildings were erected, but because 
of the high cost and shortage of land, subsequent construction has 
consisted of buildings of 5 to 7 stories. Even so, the accommodations 
are rather crowded. Nevertheless the contrast between the old, rickety, 
ramshackle, tenement-type structures, and the spanking new multi- 
story dwellings is astounding. 

The United States has also undertaken a construction program here, 
This program, administered under the Far East refugee pro- 
gram has built a number of one-story buildings. These struc- 
tures are located on the side of mountains and are by comparison with 
the older dwellings quite attractive. The mountain is first terraced 
and the stone thus obtained is used for building materials. Ac- 
cording to my information, each unit costs about $200. I visited sev- 
eral of these projects and it was my impression that much good work 
is being done. A small rental is charged by the British, who take 
over after we have constructed these dwellings, to defray maintenance 
costs and the cost of building streets up in the mountain. We are not 
repaid for expenditures in building as is the case with British-built 
facilities. 

The most commendable feature of this program is the opportunity 

iven the refugees to help themselves. Actually they furnish the labor 
he the building operation. Some hew stone slabs, while others make 
brick out of crushed stone. Thus the program not only provides hous- 
ing, but it is also a means of keeping the refugees occupied. 





THAILAND 


The fiscal accounts of this country with respect to the nonmilitary 
mutual assistance program are, in my opinion, in a most unenviable 
position. According to information provided, our assistance —_ 
the period fiscal year 1951 through fiscal year 1956, inclusive, totale 
$99.9 million. During the period fiscal year 1954 through fiscal year 
1956, actual expenditures aggregated some $37.5 million. Unexpended 
balances as of the end of the 1956 fiscal year totaled $62.3 million with 
$1.6 million of this amount unobligated. In other words, out of a 
grand total of approximately $99.8 million appropriated during this 
3-year period, less than one-third was actually spent. Despite the fact 

\ that on June 30 the unexpended balances amounted to $62.3 million, 
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our foreign aid planners prevailed upon Congress to appropriate an 
additional in new funds. This raised the amount available 
for obligation and expenditure in fiscal year 1957 to in United 
States funds and approximately in counterpart funds equiva- 
lent. 

Information provided in response to my questionnaire indicates that 
during the 1957 fiscal year approximately in American funds 
are proposed for expenditure. If this amount is deducted from the 
total amount of available for obligation and expenditure in 
fiscal year 1957, it is obvious that the 1958 fiscal year will begin with 
approximately in funds available for expenditure in Thailand 
without the appropriation of another dime by Congress. 

It was also interesting to note that as of August 31, 1956, a total 
of 475 persons were on the ICA payroll here. Of this number, 271 
were Americans and 204 locals. Of the 271 Americans, 86 were United 
States employed technicians, 165 were contract employees, and 20 were 
in “other” categories, presumably administrative. 

Why is there necessity for so many employees in this comparatively 
small nation? Perhaps it is due to the fact that the United States is 
footing the bill for practically every conceivable kind of endeavor. 
They range from road construction to education, and include develop- 
ment of manufacturing resources through labor union formation, fish 
hatching projects, and public administration programs. 

Our program of aid had its inception in the fiscal year 1951, and 
until fiscal year 1955, it consisted primarily of technical assistance. 
In 1955, our planners began to pour economic assistance funds into 
this country, in an effort to raise the standard of living and remake 
the entire economy. Our planners hold that the economic aid funds 
make possible the undertaking of larger scale assistance projects and 
in addition provide needed budgetary support to the Thai Govern- 
ment. 

The attached document entitled “United States of America Opera- 
tions Mission to Thailand” amply illustrates the range of our program 
here. 

It is not my purpose to outline in great detail each and every pro- 

ram undertaken but the committee and the Senate should know that 
& fields of endeavor have been neglected by ICA in its attempt to 
remake this tiny nation overnight. 

The first category is agriculture and natural resources. Our proj- 
ects in this area are many and varied. To mention a few, here is what 
we have done so far. We have become involved in a huge program of 
upland crop improvement, of plant protection, and a comprehensive 
effort of soil fertility and management. We have established a soil 
laboratory and conducted innumerable demonstration projects. We 
have a thorough extension program, including a youth organization 
similar to the 4-H Clubs in the United States. We have undertaken 
to enlighten the citizens of Thailand in agricultural engineering. We 
have created a 200-acre completely mechanized rice farm. We have 
assisted in planning the northeast Thailand land clearing and level- 
ing project in order to make available more land. We have erected 
10 Butler steel storage bins for the storage of rice and corn, and many 
others too numerous to itemize. 

The United States, in cooperation with the Government of Thai- 
land, has also embarked upon a program of livestock improvement 
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and disease control, including the implementation of a regional eradj. 
cation program of rinderpest. 

In earlier reports, attention was directed to the so-called fisherig 
project, under which the United States had built 4,000 additional pri. 
vate fish ponds to say nothing of fish hatcheries. One of our fishe 
experts has been in Thailand for 5 years. The bulk of his time x 
spent in attempting to increase the production of a certain species 
of fish which matures in 4 month. During my discussion with hi 
he admitted that Thailand has enough fish and shrimp in the south. 
ern part to supply its needs but that he is attempting to increase fish 
production in the northern areas where fish have never been pro. 
duced heretofore, because of a lack of water. Since the United States 
has, to some extent, remedied the water deficiency, it must now de. 
velop the fish. This program should be ended immediately. 

Our efforts in the public works and industrial areas have included | 
the following projects: | 

(1) The expenditure of $1,250,000 for construction equipment and | 
spare parts, $200,000 for the repair and maintenance shop machinery, 
and $11,000 for laboratory and testing equipment in connection with 
the Thai highway programs. In this connection, the Northeast High- 
way project alone involves three major services contracts. The first 
of these covers the purchase of $2,500,000 of construction machinery, | 
title to which, goes to the Thai Government upon completion of the 
project. The second covers a contract for $1 million in engineering 
services for the first 63 kilometers of a 172 kilometer highway. The 
third involves a contract amounting to $4 million for construction 
services and the 63 kilometer link just mentioned. 

According to my information negotiations for extensions to the 
above contracts are presently underway. ‘These will include an ad- 
ditional $2 million in construction equipment which also will become | 
the property of the Thai Government. Thus, a total of $4.5 million 
in construction equipment will become the property of the Govern- 
ment of Thailand upon completion of the highway. | 

Information in my files also indicates that under the expanded aid 
highways project USOM and the Thai Highway Department have | 
icnaniatel a program for undertaking additional construction aggre | 
gating approximately $6 million. This will be done under a con- 
tract which will provide for complete construction of another highway 
located in some other pe of the country. This project contem- 
plates the purchase of $1,600,000 in construction equipment which 
will become Thai Government property. 

We have not aided the Thailand highway system at the expense 
of the railroads. The following commodities and equipment have 
been purchased and furnished to the state railways: (1) 2 diesel elec- 
tric generating sets at a total cost of $108,000; (2) $1 million of rail- 
way materials and supplies such as wheels, couplers, air-brakes, cast- 
ings, ete.; (3) $350,000 of equipment and aiinenr: and (4) $34, 
000 of test equipment and laboratory equipment for installation at 
various locations throughout the system. 

Reference to my files also discloses the following: 


Construction of the Udern-nongkai line was performed largely by state raik 
way forces utilizing United States furnished equipment. Services of a local 
contractor were used to some extent in this work. The line is presently % 
percent complete and consists of 54 kilometers of single track line with all 
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necessary Sidings, bridges, and yards. The total cost of this new line, including 
construction costs, materials, and equipment is $4 million. In addition, $1,100,- 
000 of rolling stock and communications equipment have been procured and are 


jn the pipeline. : 

A ferry landing and railway spur which will form the extreme terminus of the 
Northeast System have been planned and approved. Foundation investigations 
are underway and construction will begin shortly. This will provide facilities 
to accommodate the movement of traffic and goods across the Makong (river) 


Laos. : ' _ : 
a the area of air transport, the United States has participated in 


projects pertaining to three major fields—traflic control, meteorologi- 
cal services, and technical assistance to the Thai Airways Company. 
In addition approximately $9.2 million of economic aid funds includ- 
ing counterpart funds have been provided for airfield construction. 
The International Airport at Bangkok is one of the finest in all of 
Asia. It does much business and is more than self-sustaining, I was 
informed. 

I was advised that on March 8, 1956, a contract was signed providing 
for Pan American Airways to furnish technical assistance to the Thai 
Airways Company for developing a program to improve and expand 
its air transport service. This 3-year contract has a total value of 
$2,800,000. It is my view that the Thai Government is well able to 
provide such technicians. 

Our aid program has placed considerable emphasis on water re- 
sources. USOM has assisted in projects for tank and pump irriga- 
tion and ground-water research. Under the tank-irrigation project, 
@ irrigation tanks and dams have been completed and 56 are presently 
under construction. ‘Those completed provide a volume capacity of 
118 million cubic meters and cover an irrigable area of 60,000 acres. 
We have furnished 28 truck-mounted and 2 barge-mounted pumps. 
We have begun the water-research program by drilling 5 wells of an 
estimated total of 150 to 250 to be ultimately drilled. We have also 
furnished a number of other items of supplies and equipment, ware- 
houses, repair shops, laboratories, rainfall-gaging apparatus, motor 
vehicles, and testing equipment. 

In the area of power and communications, USOM has provided 
assistance in three specific areas. These are power facilities improve- 
ment, power exploratory survey, and telecommunications engineering. 

In the field of mining and geology, we have also undertaken three 
projects—geological survey, experimental metal mining, and minerals 
experimental center. The minerals experimental center at Bangkok 
was recently dedicated. It consists of a modern laboratory where 
studies of minerals, ore-dressing methods, and other research projects 
are performed. 

e have also established mining centers for instruction throughout 
the three mining areas of the country. Instruction and training 
courses are conducted in modern mechanized mining methods and in 
the location of cre-bearing bodies. Approximately $160,000 in equip- 
ment has been furnished for this program. 

Other ventures into the public works and industrial areas include 
the following: (1) Provided training facilities in the United States 
for Thai technicians in the small industries field. Services of an in- 
dustrial adviser have been made available to examine overall industrial 
development needs and possibilities in Thailand, and to advise on 
methods to stimulate the growth of industrial enterprises. 
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(2) Established an automotive maintenance training center. This 
year a contract is proposed which will provide for a technical surve 
by American engineers to determine requirements and establish pro. 
cedures for properly maintaining and repairing the 10,000 vehicles 
owned by the Thai Government exclusive of those which are the prop- 
erty of the various defense agencies. 

(3) The hydrographic study, which was begun in 1951, continues 
unabated. ‘Thirteen participants have received training in the United 
States in fields of hydrography, port operations, and allied subjects, 
Four more were scheduled for training in fiscal year 1956. The com- 
mittee will recall that, in my previous reports, I noted that not only 
would the United States provide the dredge “Manhattan” for work on 
the Chao Phya River, but that it would be necessary to do maintenance 
dredging with United States technicians until such time as we had 
trained a sufficient number of Thai for this operation. 

(4) Thailand, through the American aid program, has also partici- 
pated in a project described as the Mekong River Reconnaissance, 
This is a regional effort and invoives the four countries of Trailand, 
Laos, Vietnam, and Cambodia. In December 1955 and January and 
February 1956, the team of United States experts, aided by local 
USOM and Trai Government consultants reconnoitered the Mekong 
River from upper Laos to its mouth on the South China Sea. On 
February 8, a final regional conference was held at Saigon, following 
which the team members returned to the United States, where they 
are now preparing a final report. This report will contain recom- 
mendations for specific surveys to accomplish long-range development 
of the river for irrigation, flood control, navigation, and hydroelectric 
power generation. 

The committee bill will recall that in 1955 when the President first 
requested funds to implement his so-called Asian aid program, the 
Mekong River project was cited as a possible project. Now nearly 2 
years later, the “project” has at last reached the point there, if every- 
thing goes well, a preconstruction survey will be understaken. As yet 
there is no hint what projects will be undertaken, where they will be 
located, what they will comprise or what they will cost. Thus again, 
we have a concrete example of Congress being forced to “legislate in 
the dark.” 

Earlier in this report I referred to our labor and welfare program. 
It was indicated in the data provided me during my visit in Thailand, 
that “within a few months” significant developments would occur, 
namely, the passage of basic labor legislation. It is my understanding 
that our mission’s labor adviser, upon request of the Government of 
Thailand has analyzed five bills, submitted opinions on the applicabil- 
ity to Thailand, suggested and discussed proposed revisions, and actu- 
ally assisted in formulation of policy for (1) settlement of labor dis- 

utes including the right to organize labor unions and to bargain ¢ol- 

ectively and the establishment of an advisory labor board; (2) a reg- 
ulation of labor unions including registration; (3) limiting daily and 
weekly hours of work, and establishing rules for paying wages; (4) 
protection of women and child labor including prescribing conditions 
of work, forbidding work in specified occupations, and setting up age 
and health standards for hiring; and (5) weekly holidays. 

In addition to the USOM is helping to train personnel to administer 
these labor laws and to provide “sound” trade-union training to labor 
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officials and workers. Also there are plans for improving the eco- 
nomic and social welfare of the people of Thailand which includes a 
survey of worker’s housing, recommendation of a program for future 
development, and a so-called self-help program. This self-help pro- 
ram 1s built around active cooperation in the field of community 
ceeelopment and is described as “a way of building democracy from 
the bottom up.” It is my understanding that future work will be 
integrated with the self-help settlement work initiated by the Prime 
Minister and with other experiments in operation in several places in 
Thailand. 

In the field of education, we have endeavored to provide more 
teachers. We have also expanded our program of vocational educa- 
tion, and have built a new technical institute, comprising 38 new build- 
ings and offering instructions to Thai students in 15 vocational areas. 
The lands and buildings of the institute were purchased with local 
funds generated for the most part under our aid program, while ap- 

roximately 95 percent of the equipment was supplied directly by the 

nited States. Assistance has also been extended to secondary educa- 

on. 
. We have provided some $11 million in United States assistance to 
16 health projects. Under this program, we have accomplished much 
good and it is interesting to note that the USOM assistance project 
aims toward phasing out its dollar assistance in 1957 and its counter- 
part fund assistance in 1959. By that time malaria should largely be 
eliminated and health protection can be maintained out of the local 
government’s budget. 

The public health effort was well worth the money it involved. It 
has produced concrete results in a comparatively short time. It has 
done what our mutual security aid should do, that is, improve the way 
of life of present citizens, not future generations. 

We have done much to assist in the area of medical education. 
Twenty-eight United States technical advisers have been here for 
periods of time up to 2 years. 

Hospitals have been built in all but 1 of the 71 provinces by the 
Thai Government from its own funds and funds contributed by us by 
way of counterpart funds and direct United States dollar aid for hos- 
pital equipment and to train Thai doctors and nurses. 

In the field of environmental sanitation, major accomplishments in- 
clude the construction of 6 municipal water systems in the North- 
east area, the estabislhment of a regional headquarters, the provision of 
$400,000 worth of commodities for the program, construction and/or 
rehabilitation of 364 wells and small reservoirs, plus the construction 
and installation of privies with the aid of mobile sanitation teams. 

Our aid program has also embraced the actual administrative opera- 
tions of the Government of Thailand. In May of 1955 a contract was 
signed with Indiana University under which it is cooperating with. 
Thammasat University in a program to strengthen training facilities 
in the area of public administration. It is my understanding that in 
March of 1956 another agreement was concluded under which the 
public administration service, a nonprofit United States organization, 
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is to assist the Government of Thailand in modernizing its budgeta 
procedures and its accounting programs. Our aid program is makin 
available some $400,000 to cover the dollar cost of this contract and the 
Government of Thailand was agreed to provide the equivalent of 
$210,000 in its local currency. Under this latter contract, a resident 
staff of 6 advisers will be sent to Tailand for a 26-month period with 
other advisers coming in for consultation for shorter periods of time, 
These experts are to work with the government officials as consulters 
and advisers. They will collaborate with and use the training facili. 
ties of the Public Administration Institute at Thammasat University, 
As I noted in my report last, it is interesting, to say the least, that the 
United States of America, with its huge debt and almost chronic 
deficit, has now undertaken to advise foreign governments on bud- 
getary practices and procedures. 

The above outline, lengthy though it may be, is submitted as indica- 
tive of the programs presently operating, and what can be expected 
for the future. The huge amounts of funds on hand, plus the budget 
request for additional appropriations in fiscal year 1957, make it 
obvious that our aid planners contemplate remaining in Thailand for 
many more years. The multitudes of programs begun by us will 
require our continued support for a long time because the local govern- 
ment will not possibly be able to raise funds necessary to maintain 
and operate these programs once the United States terminates the 
existence of the mission. Our eager beavers are still most active and 
always try to overdo the job. ‘These many programs point up the 
second weakness in our programs that I have complained about, 
namely, “That our planners promote programs far beyond the finan- 
cial capacity of a host country to maintain out of its own economy.” 

I also want to call the Committee’s attention to the fact that the 
yardstick for measuring the magnitude of programs is apparently no 
longer needed, but, rather, how much Thailand demands as its rightful 
share of our aid as compared with that extended to neighboring states. 
There appeared to be dissatisfaction with the amount of assistance we 
have provided. Apparently, host government officials take the stand 
that, if they were not as cooperative as they have been, the United 
States would be more liberal with its aid. They cite India and other 
neutrals as examples of those who obtain more money by extending less 
cooperation. 1 noted that some of the newspapers were editorializing 
along this line. 

Unfortunately, the military assistance program, since it is classified, 
cannot be opened for public scrutiny. For further information 
on this phase of aid, I refer you to the attached classified material 
on the military assistance program. Complaints are now being made 
that the local government will not be ile to carry its share of the 
military program that, it is too costly and beyond the capability of the 
host government to support. That means that the forces may be re- 
duced or else we may have to carry some of the load. 

Exhibit “B” appended indicates the use of funds for information 
services during the 1957 fiscal year as compared with fiscal yea: 1956. 
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As indicated there is an increase of $81,070 for 1957 over 1956. Here, 
as in other countries, I found a determined effort to make the informa- 
tion service a permanent: institution. It appears that the information 
service label is automatically regarded as propaganda in Thailand 
as in many other countries of southeast Asia. Needness to say, the 

information program needs an increase in direction, but not, in funds. 

I visited our library in Bangkok. It is ornate and spacious, indeed 
a beautiful showplace. However, it is not visited by the Thailand 
ordinary citizen, for two reasons. First, most of them do not know it 
exists and second. those who know of its existence are frightened aw ay 
by the “swank look.” 

“Of this $81,000 increase for fiscal year 1957 over fisc: al year 1956, 
$37,800 will be used to increase loc al salaries and to hire 3 addi- 
tional local employees: $11,587 will go to increase USIS American 
employees allowances: $12,571 will be used to increase the radio and 
TV programs ; $22,056 will expand the press and publications branch, 
with SE iation al funds to finance the cost of increasing the circulation 
of Free World to 50,000 copies per month and for increasing the 
circulation of a weekly newspaper from 15,000 to 20,000 copies. It is 
also proposed to print some pamphlets in Chinese for distribution 
among the some 3 million Chinese now residing in Thailand. 

Ten thousand five hundred and twenty-six dollars has been cut from 
the motion-picture budget, however, along with $200 from the funds 
available for representation allowances. 

Twenty-eight thousand one hundred and seven additional will be 
devoted to the information center and cultural activities, including 
$29,000 to transiate American books into the Thai language. 

Among other reductions which will be effective during fiscal year 
1957 is a $22,513 cut in program direction and $18,837 cut in adminis- 
trative expenses resulting from more efficient management. 

Equipment available for USIA here along with an outline of the 
publications, press, and film programs is included in exhibit B. 

Here as in other countries | visited. no new elements have been added 
tothe programs. We are simply expanding the existing program. 


EXHIBIT A 


SCHEDULE 1.—Summary of operations of International Cooperation Administra- 
tion, United States operations mission to Thailand 


[In thousands of U. S. dollars] 





| Fiscal year | Fiscal year | Fiscal year | Fiscal year| Total 
1954 =| = 1955 1956 | 1957 
(A) Total expenditures: | 

United States Funds (counter- | | 

part funds generated) 3, 135 3, 445 19,323 | (Deleted) | (Deleted) 
United States funds (no counter- | 

part funds generated) _- 1, 738 3, 103 6,753 | (Deleted) (Deleted) 
Counterpart funds (in equivalent | 

United States dollars) at 20 4, 298 5, 291 10, 194 (Deleted) (Deleted) 
Local government contributions 

(in equivalent United States 

dollars), estimated ...........-.- (?) (*) 0) | (1) (Deleted) 


| 


re 


‘Not available by fiscal years. 





906 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


ScHEDULE 1.—Summary of operations of International Cooperation Administra. 
tion, United States operations mission to Thailand—Continued 


[In thousands of dollars} 


| Unobligated | Unexpended 





























} a 
(B) Balances as of June 30, 1956: 
United States funds-__--- 1, 600 | 62, 61 
Counterpart funds (in equivalent ‘United States dollars) at 20-- -| 9, 103 | 9, 103 
(C) New allocations (tentative) from fiscal year 1957: Foreign aid appro- | 
priation: 
United States funds_.----- = (Deleted) (Deleted) 
Counterpart funds (in equivalent United States dollars) - (Deleted) | Deleted) 
(D) Total amounts available for obligation and expenditure in fiscal year | 
' 
Sneed Meneee Gade ............-5-....--..--..-- ‘ | (Deleted) | (Deleted) 
Counterpart funds (in equiv alent United States dollars) -_._--- (Deleted) | ‘Deleted 
ree a8 
Lecals United | Total 
States 
= an - — ———| “| iene 
Number of ICA employees (as of Aug. 31, 1956): | 
(a) Technicians: 
1. United States employed A 178 86 4 
2. Contract employees. .--.-.-.--..---- ‘ a emcee 165 165 
Pe REN o sti smianwccecenscmasnes Sale scesetins aacmaan eons : 26 20 | 46 
PRE sock ca beek bake rans cnbedkenuciohickpienpeernncene ds duccme 204 271 | 75 
' 


Pusiic Law 480 anp SEecTIon 402 SuRPLUS AGRICULTURAL COMMODITY PROGRAM 


Section 402 


No section 402 agricultural surplus sales have been made in Thailand, nor 
are any contemplated. 


Public Law 480 


Prior year sales Proposed 


Ie nan IRI © 5 EN lic sie iene 2, 000 
Fiscal year 1957: 
I a eee ee coo Sue 2, 000 
I, So ana ace aatnodaake 500 
Miscellaneous canned fruits, vegetables, and meats__-______-_--__--- 250 


In June 1955, a Public Law 480 sales agreement was signed _ the Thai 
Government, providing for the sale of tobacco in the amount of $2 million 
(United States). Tobacco in this amount has been imported, and rly proceeds 
therefor have been deposited to the United States-owned local currency account. 
The aim for utilization of these proceeds from this sale is to provide for 1.2 
million in United States equivalent to be used for United States purposes and 
for $800,000 United States equivalent to be loaned to the Thai Government 
for reloan for industrial development purposes. A breakdown of the $1.2 mil- 
lion for United States purposes is as follows: $200,000 for agricultural products 
market development, $400,000 for the Fulbright exchange program, and $600,000 
for local United States Government agency expenses. 

The loan agreement for the $800,000 is still in the process of negotiation. 
However, it is contemplated that the loan will be repaid over a period of 10 
years, either in local currency or United States dollars (optional), and that 
the money is to be reloaned by the Thai Government to local private industry. 

Currently under consideration for fiscal year 1957 is an additional sale of 
surplus agricultural products amounting to $2.750 million, which tentatively has 
been established to include $2 million for tobacco, $500,000 for dairy products, 
and $250,000 for canned fruits, vegetables, and meat. The final decision. on 
this sale has not yet been made, nor has a decision been made on utilization of 
the local currency proceeds expected from this sale. It is proposed that 60 
percent be used for United States purposes and 40 percent for loans for the 
Thai Government for industrial development. 
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PIPELINE ANALYSIS 


In clarification of the (deleted) million figure of the unexpended United States 
dollar balance as of June 30, 1956, as shown on page 2 of the briefing material, 
it is believed that the following information concerning the breakdown of this 
amount may prove helpful: 


(a) Funds committed for military purposes, the implementation of 


which is JUSMAG/Thai military responsibility--______-_--~- (Deleted ) 
Construction projects____-_-_- le ee aes ( Deleted ) 
Nonconstruction projects... __... ......~-. ( Deleted ) 
a a a he at 10, 167, 000 

(>) Funds under commercial procurement program for baht 

IRIN, iio a ee ene ai Sama 27, 060,000 
I Ma ek $17, 101, 000 
a a A oe coe 9, 959, 000 
SN nh 27, 060,000 

(c) Funds committed for Defense Support projects_-_-.__-----~-_- 13, 771, 000 
emeec, Sorrieer. =. ee a, $7, 600, 000 
Parnenas —........~- ee ee ee 95, 000 
Commodity procurement____........._.~- 6, 076, 000 
a a aaa aes 3, 771, 000 

(d) Funds committed for Technical Cooperation projects____-__- _ 9,567,000 
Comey: MON WERO oo $4, 591, 000 
III ae ee meet 3, 239, 000 
IIE ics ns tates Sn or acne eentaeeeeoae 1, 737, 000 
Sc ae Se. 9, 567, 000 

(e) Funds committed for Regional Projects___._.__.__-__-______---_- 1, 696, 000 
AEDF telecommunications project____--~-~ $1, 600, 000 
eon) TC WIth or te 96, 000 
la ia cae apnea occa ican $1, 696, 000 

as (Deleted) 


Of the foregoing amount, $19.466 million has been obligated for contract serv- 
ices for construction contracts extending over a period of 1 to 3 years, for which 
the provision of funds was essential to allow contract negotiation. Expendi- 
tures are necessarily slow for this type of project activity. 

Participant costs account for $1.832 million of the total. Since participants 
usually begin training in September of each year, prior year funds must be 
obligated to allow firm training schedules. Expenditures normally range from 
6to 18 months after funds are obligated. 

Commodity procurement of $13.807 million for projects primarily of public 
works construction such as highways comprise another major element of the 
pipeline. The major proportion of these commodities are of a long lead-time 
procurement nature. Advance provision of funds is essential to allow con- 
tracting. 

The major item of the unspent funds is the $27.067 million for commercial 
procurement of commodities to generate counterpart funds, which have been 
committed to the Thai Government for both military and economic development 
projects. The commercial procurement program was initiated in late fiscal year 
1955 but was slow in getting underway due to procedural and exchange rate 
difficulties. However, the major portion of these funds has now been subauthor- 
ized to importers and is now moving ahead rapidly. 

Our forecast of total expenditures for fiscal year 1957 and future years is that 
the total each year will be in excess of the amount of new funds made available. 


CHAO PHYA (CHAINAT) IRRIGATION DAM 


This project involves the expenditure of $48 million United States or United 
States equivalent and consists of approximately $18 million direct United States 
dollar costs and $30 million equivalent in local currency. 
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The $18 million United States dollars was made available on loan from the 
World Bank for the purchase of equipment. The equivalent of US$30 million wag 
Thai Government budgeted funds for construction undertaken over a period of 


4 years. The only United States contribution was the payment with ICA funds | 


‘ for the services of 2 United States Bureau of Reclamation engineers, who are to 
head up the design section for a period of 2 years at an approximate cost of 
$60,000, plus the services of a consulting nature provided by 2 USOM-employeg 
technicians on an intermittent basis over a period of construction of the dam, 
The Royal Thai Irrigation Department, which is responsible for the dam, had 
secured United States Bureau of Reclamation services for a total of $50,000, 
which was paid from Thai Government funds. 

A copy of the brochure prepared by the Royal Thai Irrigation Department 
describing this project is enclosed for your information. 


ScHEDULE 2.—Thailand-United States technical and economic cooperation, 
1951-56 (revised May 11, 1956) 


Technical and economic cooperation between Thailand and the United States 
has as its objective the development of Thailand’s economic resources and tech- 
nical skills in order to help make possible the long-run progress of the Thai 
economy while at the same time enabling Thailand to bear the burden of defense 
preparedness. United States technical and economic aid totaling $99,919,0M 
during 1951-56 has been provided to supplement the Thai Government’s owp 
resources. 

The aid program is designed to assist the efforts of the Government of Thailand 
in the following key areas, which are crucial to development in all other spheres 
of the economy: Expansion of transportation, power, and communications; im. 
provement of basic public services to Thailand’s people in health, education, agri- 
cultural extension, and stimulation of industry; and modernization of overall 
Government budgetary procedures and fiscal management in order that Thailand 
may achieve the most effective use of its resources. 


Changing nature of the program 


From its inception in fiscal year 1951 until 1955, the program consisted primarily 
of technical assistance to Thailand in the form of services of United States tech- 
nicians, the training of Thai nationals in the United States, and the provision 
of equipment and supplies for demonstration and training projects. In addition, 
however, in some areas substantial commodity assistance was provided to capital 
investment projects, such as highway and railway development and rural power 
facilities. 

Beginning in fiscal year 1955, considerably expanded assistance in the form 
of economic aid funds was also made available. In 1955 also, a sharper distinction 
was made in the United States aid appropriations between the “technical coop 
eration” funds for training and demonstration activities and the ‘economic aid” 
(“defense support”) funds for projects primarily of a capital investment nature. 
These two types of funds merge, however, in that they are used to support different 
parts of a single integrated aid-program in Thailand. The economic aid funds 
make possible the undertaking of larger scale assistance projects and in addition 
provide needed budgetary support to meet the domestic costs of the aid program 
and to assist the Thai Government to carry forward economic development 
expenditures while at the same time maintaining its defense effort. The economic 
aid funds are programed partly to meet direct dollar costs of aid projects and 
partly for the import of salable commodities which yield baht currency for 
meeting domestic costs of the projects. 

The total aid (nonmilitary) made available to Thailand ‘in each category 
during the 6 years of operation of the program is as follows: 
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United States assistance to Thailand, 1951-56 


{In millions of dollars] 


_ 








United States fiscal year 


; : 

| 1951 1952 1953 1954 1955 1956 | Total 
| ——|—| —| — 

| 








Technical Cooperation. --.-.--.-.-..-..------- 
Eeonomic aid: 
DEY OUR 5 nos ~ cn wannncceeacena 
Import of salable commodities (for gen- 
eration of baht). ...---------- ei 


| 8.9 72 as — 4.6 COR cick 
| { 9.7 6 ie 
| 
| 


20.0 | rn 


| 
Dat SA Re 6.5 | 8.8| 343| 343] 99.9 
| | 





Note.—The above figures exclude $12.2 million of ICA funds made available in 1955 for the direct dollar 
ests of certain military projects now administered by the Joint United States Military Advisory Group 
JUSMAG). 


Technical cooperation 


Assistance under technical cooperation has been concentrated primarily in 
agriculture, public works, public health, and education, with some attention 
devoted also to the fields of labor, public information and public administration. 
The projects have sought chiefly to— 

(a) increase agricultural productivity and to bring about diversification of 
agriculture so as to reduce Thailand’s overwhelming dependence on rice; 

(b) improve transport facilities, increase power output, and explore and gage 
Thailand’s mineral resources and ground water supplies; 

(c) launch programs for the control of communicable diseases, especially 
malaria, and for the provision of safe water supplies and sanitation, as well as 
to develop the educational and training facilities required to enable Thai tech- 
nicians to carry out an expanded public health program ; 

(d) establish technical training and teacher training facilities to help supply 
the trained personnel needed for development throughout the economy and to 
help overcome the acute shortage of teachers at all levels of education. 

Yhe technical cooperation funds are used to meet the costs of supplies and 
equipment imported for the joint projects; the salaries and support of American 
technicians brought to Thailand; the costs of technical services contracts with 
United States engineering firms, universities, and other agencies providing 
technical experts for the aid projects; and the training of Thai nationals in 
the United States. 


ECONOMIC AID 


While funds for technical cooperation have been continued at roughly the 
game level, economic aid funds were increased to a level of approximately $30 
million each year in 1955 and 1956. These funds have been devoted primarily 
to the field of transport, including highways, railways, and air transport. 
Assistance is also provided to tank irrigation and ground water research, pri- 
marily in the arid northeast area. 

Of the total economic aid of $59.2 million in 1955 and 1956, an amount of $18.8 
nillion has been used to meet the direct dollar costs (mainly for imported sup- 
plies and equipment) of the aid projects. The balance, $40.4 million, is made 
available to. Thai commercial importers for the import of needed commodities— 
such as textiles, petroleum products, medicines and drugs, electrical, industrial, 


| and agricultural equipment—and the baht paid by the importers are used by the 


Government of Thailand to meet the domestic costs of the aid projects. The 
eonomic aid funds thus help to conserve Thailand’s foreign exchange, and 
directly supplement the Government’s budgetary resources. 

The major portion of the funds generated by these imported commodities goes 
into the domestic costs of the economic aid projects, while a portion has been 
programed to meet domestic costs of the technical cooperation projects as well 
assome of the military aid projects. 
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DISTRIBUTION OF PROGRAM FUNDS 


The distribution of total program funds by field of activity is as follows: 


Distribution of technical cooperation and economic aid funds, 1951-56, by field 
of activity 


Millions 

of dollare: 

rere RLODR ROSOUTOOR <6 an ree ee ene ene 13.0 
I depose ti et nn i gan wl aa 2.8 
I a ca creas us ts doug nmcrseneamaeninan 52.1 
i alice snacaencee lence ihighciasnbec dees ienininidensbeaterbciniaennariementactichiatinices it 
a a acc reereemsicdeeieta as anes ad eb aidan Rc am ao 
I as kiana ame seni ning 5.2 
I cas erode ee neaiesens acini a amen meme mam eines 1.3 
I a ese we op onal 2.0 
Plus generated baht programed for military projects___._.__._..-------_____ 12,1 
aa a as ca alan oc asta eas messes 99.9 


1 Includes generated baht programed to the various economic aid and technical coopera. 
tion projects. 


The distribution of funds according to the various types of assistance provided 
is as follows: 


Distribution of technical cooperation and economic aid funds, 1951-56, by 
project elements 


Millions 

of dollars 
ne ie etn eeaininmeamene cet 4.7 
I at kn ica pnnibin bn tabard eas 7.7 
I dhs ec ae pes he eae Nice dnd iianigseeaea 12.6 
OS ae a ee ae, 74.9 
ee cS aesig tmp acian in anaes icine wees 99.9 


SPECIAL ASPECTS 


rhe technical cooperation projects concerned directly with increasing pro- 
duction and raising health and education standards are being supplemented 
to an increasing degree by assistance in the field of public administration. The 
modernization and strengthening of government budgetary, fiscal. and planning 
procedures are vital to the long-run success of the efforts in the technical fields 
and to the optimum utilization of resources for development. The aid program 
is providing increased assistance, in the form of technical advisory services, in 
the public administration field. 

The United States has sought to assist in regional cooperation and joint 
planning on the part of Thailand with neighboring states. The United States 
planned and financed the improvement of rail and river transport facilities 
between Thaiiand and Laos. A contract to be financed by the United States 
for a survey of telecommunications between Thailand, Laos, Cambodia, and 
Vietnam is being negotiated, and a preliminary reconnaissance of the Mekong 
River, which flows through all four countries, has just been completed. In 
addition, Thailand has provided training to technicians from neighboring 
countries in the fields of agriculture, public health, finance, and education. Pro- 
posals for further regional development projects, such as telecommunications 
development and rinderpest control, which may qualify for financing under the 
Asian economic development fund are now being formulated. 

Within Thailand, assistance under the aid program has been concentrated in 
the depressed and arid northeast region. The development of irrigation facili- 
ties and highway and railway facilities, the agricultural extension work, and 
many activities in the health and education flelds have given first priority to 
the economic betterment of this part of the nation which needs assistance most 
urgently. 

A summary of the major projects and accomplishments to date inclusive of 
both technical cooperation and economic aid, in each field of activity, is given 
in the following pages. 


{ 
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AGRICULTURE AND NATURAL RESOURCES 
I. Summary 


A basic aim of the present program of American aid to Thailand in the field 
of agriculture is to help the Ministry of Agriculture convince the 80 percent of 
the population who make their living in this field that they can be more prosper- 
ous and lead fuller lives simply by making better use of the resources already 
in their hands. 

Only one-fifth of the dollar aid during the past 5 years has been used for 

rsonnel. Four-tifths was used for commodities. The technicians financed 
with dollar aid were 55 American and 183 Thai, 80 percent of whom were related 
to 4 activities, namely, agricultural education ; crop and livestock improvement ; 
water resources development; and agricultural economics, particularly coopera- 
tives, credit, marketing and statistics. The major emphasis of the program in 
the past 5 years has been in these 4 fields. More than 50 percent of the dollar 
aid used for commodities went to water resources development. (The details 
of water resources activities are discussed under the public works and industry 
section, below.) In comparison, only minor attention has been focused on soils, 
forestry and fishing. It is worth noting too that almost as much emphasis has 
been placed on upland croys as on rice. 

Higher education in agriculture, forestry, and fisheries at Kasetsart Uni- 
versity continues to make progress not only in additional trained personnel, 
better facilities and curriculum but notably also in organization and adminis- 
tration. Research facilities and personnel have progressed steadily. Some 
progress has been made each year toward the establishment of an extension 
service. 

Higher yielding rice seed have been developed and are being multiplied at a 
satisfactory rate. Forage crops tested will support a profitable livestock in- 
dustry, which can include cattle, buffaloes, hogs and poultry. Fiber, oil, feed 
sugar and vegetable, fruit and industrial crop production have shown the great- 
est increases. Protection is now available against many destructive insects and 
plant diseases. 

Water facilities completed in the northeast region have provided additional 
domestic and farming supplies during the drought seasons. Both marine and 
inland fish production have increased. 

A vast store of fundamental facts about Thai soils has been collected. Facili- 
ties for soils research are almost completed. Most of the imported equipment 
has been installed. 

More credit has become available to Thai farmers through cooperatives and 
other financial organizations. New marketing facilities have been completed. 
More reliable market information is available on both the supply of and the 
demand for farm products. 

The program has not yet succeeded in its primary purpose of. reaching the 
greatest possible number of rural people in Thailand. Soil research has not 
yet included enough work on land management and land use capabilities. Water- 
resource development has overlooking the possibilities of increasing the moisture 
retention capacity of each farmer’s land and the collection and storage of rain- 
water for the domestic use of each farm family. Extension work is still inade- 
quately planned, and largely omits work with farm women to overcome extremely 
serious nutrition deficiencies in rural areas. However, trained manpower and 
scientific knowledge are now being devoted to a program that wiil produce 
substantial benefits to the people of Thailand who earn their livelihood from 
agriculture. 


RICE iMPROVEMENT 


If rice-production efficiency is materially increased in Thailand, and the 
world rice situation be such that more rice is needed, higher domestic and 
export needs could be met by using each year only the amount of land presently 
required. If greater rice crops are not needed, some of the land normally 
used for rice may be available for growing other crops; or it may be improved 
in fertility by following soil-building programs. This gives Thailand a flexible 
program. 

Objectives 
1. To discover or develop new varieties of rice of high quality and yield. 


2 To determine by means of adequate tests which varieties are the best for 
different areas. 


38932—59 5S 
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3. To produce varieties that, without any change in the farmers’ cultura] 
practices, will give both a good quality and a higher yield per unit of lang. 
4. To multiply seed of each proven variety for distribution to the ricegrowers, 


Operations 


Short courses have been held to train a large number of men to assist in 
handling the many experiments. This was necessary before a large-scale pro. 
gram could be developed. The program was operated along three main lines: 

1. Variety evaluation.—Determine through appropriate field and laboratory 
experiments the yielding ability and quality of rice varieties already available. 

2. Selection of heads or plants.—Securing a collection of higher yielding ip. 
dividual plants useful for crossing with the best already available varieties. 

3. Hybridization.—Variety evaluation and selection may not alone result ip 
producing the most desirable plants. Therefore, it has been necessary to cross 
different varieties for the purpose of combining in one type the good character. 
istics possessed by the parents. 


Accomplishments 

Some 200 men have been trained to handle necessary experiments. 

A total of 3,750 Thai and 1,500 foreign varieties have been grown in obserya- 
tion and yield tests; some 50 tests were made at the experiment Stations, and 
130 regional variety tests were conducted on farms during 1955. From a test of 
25 varieties grown at Bangkhen, 1951-54, Knao Tah Haeng gave an average yield 
of 555 Kg/Rai, while some other commonly grown varieties gave only 480, 448, 
418, and 337; the last variety thus gave only 61 percent as much as Khao Tah 
Haeng. From a test of 35 varieties grown near Chiengmai, 1953-54. the highest 
yielding one gave 614 Kg/Rai, while the lowest gave only 335. Many other sim- 
ilar results have been obtained. Regional tests indicate that the better varieties 
sent out from the experiment stations exceed the varieties used by the farmers by 
an average of 15.4 percent. 

A total of 233,000 individual selections have been tested in thousands of plots. 
Some of these show increases of 18 to 40 percent over the check varieties in 
replicated tests. Over 1,130,000 plants from hybrids have been studied. No lines 
are yet pure enough to put in yield tests. 

The testing program has developed so that the project is now ready for the 
last step, seed multiplication. A good beginning has been made in making plans 
for seed multiplication during 1956. Farmers in 33 Changwads will grow seed 
from improved varieties for further distribution. There is much interest on the 
part of Government officials, farmers, and millers in this work. A large number 
of these have observed the differences in varieties by looking over regional tests, 
Good seed will be available to many farmers in 1957 and 1958. 


UPLAND CROP IMPROVEMENT 
Objectives 

Upland crop-improvement work encourages the efficient production of diversi- 
fied farm crops in order to provide higher income and better living standards on 
the farm, to satisfy the domestic demand for farm produce, and to stimulate 
production of selected crops for the export markets. Specific objectives are: 

1. To determine the suitability of specific crops to the various soil and climatic 
regions within Thailand, and the most efficient cultural practices of these crops 
as applied to Thailand. 

2. In cooperation with the experiment stations, Extension Service, and agri- 
cultural officers of Thailand, to 

(a) Demonstrate efficient production and marketing methods, and 
(b) To train Thai participants for the purpose of extending the program 
in future years. 

3. To give practical aid in securing seed, machinery, and other commodities 
to hasten accomplishment. 

4. To encourage Thai agricultural technicians to seek further education and 
to train others. 


Operations and accomplishments 

Advice and assistance is given to Thai technicians on problems pertaining to 
agronomic crops, including (1) fiber—kenaf, ramie, jute; (2) oil—oil palm, 
peanuts, castor bean; (3) feed—corn, beans, legumes; (4) pasture—grasses and 
legumes; and (5) sugarcane. 
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Assistance is supplied also on problems relating to horticultural crops, includ- 
jing coffee, citrus, cacao, miscellaneous fruits and vegetables, associated tree 
crops, such as rubber and kapok, pepper and other spices. 

Tests of various species and varieties in varying soil and climatic conditions 
have been the subject of special reports by the horticultural specialist and the 
agronomist of USOM. 

Agricultural technicians have been trained, both in Thailand and in the United 
States, with results that already are showing up to Thailand’s advantage in 
yarious agricultural areas of the nation. 


PLANT PROTECTION 

Objectives 

Insects and plant diseases are the bane of farming the world over. No farm 
in the land escapes attack, and the destruction inflicted takes a tremendous 
slice of the prospective farm income every year, in terms of crop reduction—in 
poth yield and quality. Reduction of the extent of damage will add food to the 
farm table and at the market place. Project objectives are: 

1. To train Thai technicians, and through them the farmers, in the best 
methods of insect and plant-disease control. 

2. To assist in the control program by advising on insecticides and fungicides, 
the selection of resistant varieties, the introduction of superior stock from 
abroad, and the application of biological and cultural deterrents. 


Operations and accomplishments 


1. Coconut beetles—In a demonstration near Takbai, a team of men and a 
chain saw have cut more than 2,500 palms this year in a “war” on the rhinoceros 
beetle. This is part of a palm-felling operation which will establish a corridor 
between infested and uninfested areas. 

2. Peanut leaf miner.—Trials at Roi-et have shown the high effectiveness of 
the insecticides known as Falidol E—605, Dieldrin and Diozinon. Yields were 
increased by 40 percent. 

3. Cotton insects.—At the Sri Samrong Station insecticides used on bollworms, 
leafhoppers and aphids resulted in doubling of cotton yields. 

4. Rice diseases.—A disease nursery is being established this year at Bangkhen 
to determine which varieties are most resistant. 

5. Stored feed.—This year at Tha Phra complete protection from insects was 
attained when the storage bins were sprayed with Dieldrin inside and out 
before placing any feed in them. The same procedure will be followed at other 
livestock stations. 

6. USOM is assisting the Ministry of Cooperatives in undertaking an insect- 
control action program for a large number of storage centers, particularly to 
cut down insect damage to stored rice, a national loss which is estimated at 
10 percent per season. 


SOIL FERTILITY AND MANAGEMENT 
Objectives 

Land is one of the basic resources of any sound economy. An intimate knowl- 
edge of soils is fundamental. Lacking such knowledge, farming must proceed 
on a hit-or-miss basis. The selection of crops to be grown, the choice of varieties, 
the right fertilizer formulas, and other basic decisions, depend on accurate and 
detailed soils information. The United States is assisting in development of 
research and training in the following fields: 

1. Soil chemistry. 

2. Soil fertility, upland crops. 

3. Soil fertility, rice. 

4. Land use and soil management. 
Operations and accomplishments 

1. Twelve participants are studying soil testing in the United States; one 
other has returned. 

2. A new soils laboratory has been established and equipped at Kasetsart Uni- 
versity and approximately $10,000 worth of scientific equipment and supplies 
have been obtained from the United States for training purposes. 

3. Yield increases of upland crops as high as 100 percent have been recorded in 
demonstrations with commercial fertilizers. 


4. Detailed training in field pilot work has been given to Thai officers and 
technicians at 6 experiment stations. 
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5. Rice yield responses to commercial fertilizers have ranged from 25- to 299. 
percent increases. 

6. On certain acid paddy soils, finely ground rock phosphate, which costs much 
less than superphosphate, has proved to be a satisfactory source of phosphors 
for crops. 

7. Assistance in design, establishment and care of fertility experiments has 
been given to 6 Thai officials and to the staffs of 7 experiment stations. 

8. Many Thai technicians have become proficient in making scientifically 
useful reports on soils research work. 


EXTENSION 


It is through extension that Thai farmers are reached with the kind of knowl. 
edge that can be put to immediate use. Extension is the medium for teaching 
training, and demonstration at the farm level. Agricultural research and tech. 
niques funnel down through extension to the family on the farm. Worki 
through the eight regional extension centers and through the Amphur, Changwad 
and regional agricultural officers—under the direction of the Department of 
Agriculture—the Extension Service keeps close contact every day with groups 
of farmers and with individual farmers. It brings its own field staff up-to-date 
through frequent courses conducted by top-grade specialists. It introduces seeds 
and cuttings for local trials, shows how to use fertilizers and insecticides, teaches 
how to plant and cultivate and how to conserve soil and water. Extension also 
moves into the farm home with the latest information on nutrition, child care, 
home sanitation, and home crafts. It also reaches the younger members of the 
household through its Yuwa Kasikorn Clubs, so that the younger generation 
will be trained to carry on with improved techniques. 


A. Agricultural extension 

Objectives 

1. To raise the standard of living of the rural people of Thailand by teaching 
them to help themselves through better utilization of soils, water, manpower, and 
available tools; use of better farming methods and techniqves; use of agricul- 
tural information materials. 

2. To make available information concerning marketing, distribution, and 
utilization of farm products. 

3. To coordinate the efforts of related organizations in making profitable 
uses of farm credit. 

Primary emphasis is placed on the training of Thai extension workers at al] 
levels. The work is being concentrated in the most needy parts of northeastern 
Thailand. 


Operations and accomplishments 


1. An in-service training program for extension workers has been started (as 
of April 10-11). 

2. Some villages in Thailand have been organized into working units where 
rural people may state their needs and desires, obtain new ideas, receive new 
seeds and plants, obtain aid in insect and disease control and learn improved 
farming methods and techniques. 

3. New and improved plants have been brought from abroad for farm trial, 
and plants have been taken from other parts of Thailand to the northeast for 
trial plantings and observation. 

4. A vegetable market has been established with farm produce from the 
Chiengmai area being sold to the Navy Exchange in Bangkok. 

5. Eight regional directors of the extension centers have received training in 
the United States. Two are now in the States completing their work. One has 
completed training in extension information and is now Chief of the Extension 
Information Section. One home demonstration participant will go for training 
soon. 

6. Vehicles, audiovisual units, sprayers, dusters, insecticides, fungicides, small 
tools, machines, and other commodities have been provided. 

7. The region around Korat has been designated a pilot area for home demon- 
stration work in Thailand. Thirteen teachers will be recruited and given pre 
service training at Kasetsart for 8 weeks. They will then take their places in 
the field at the Changwad level and continue their training in the extension in- 
service training program. 
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B. Rural youth extension 

Objectives 

The purpose of this project is to provide a program especially suited to the 
development of rural young people of Thailand. ‘The rural youth organization 
is similar to the 4-H Clubs in the United States. The project seeks to train 
rural young people in home economics and agricultural methods; to give first- 
hand experience in modern agriculture through home and school projects, prac- 
ticing the motto “Learn by doing”; to develop rural leadership; to dignify agri- 
culture in the eyes of young people; to teach cooperative action and democratic 
procedures ; as a way to solve community problems; to build good character and 
jmprove personality ; to develop civic loyalty and good citizenship. 


Operations and accomplishments 


The rural youth program is 3 years old, and is carried out under the Youth 
Section of the Extension Division of the Department of Agriculture. 

Clubs have been organized in 16 Changwads. There are 50 home project clubs 
with 200 members, 75 leaders and 260 officers. 

More than 2,200 members are enrolled in school projects. About 1,000 members 
are raising 15,000 chickens, and 3,000 are operating 30,000 square meters of 
vegetable gardens. Several hundred others are raising rabbits, pigs, and fish. 

Members are using improved breeding stock, improving livestock sanitation, 
vaccinating to control disease, using better equipment and fertilizers, trying new 
yegetable crops and better varieties, making compost, improving cultivation 
methods, and following other sound practices. They are learning how to keep 
records on the farm business. 

Two training schools have been held in Bangkok for training agricultural 
extension officers on conduct of rural youth work. 

Two national events have been held to recognize members for outstanding 
work, the second on April 24-27 this year. 

One participant, now training in 4-H and Rural Youth work in the United 
States, will return in May to resume his duties as National Rural Youth leader. 


C. EXTENSION INFOKMATION 


A sound information program is the mainstay of agricultural extension audio- 
visual methods, in particular, supply the most dependable means of winning the 
interest of the rural people. In Thailand, as elsewhere, it is important that 
extension teaching receive the support of an alert and comprehensive informa- 
tion program. 

Objectives 

1. To assist the Thai Agricultural Extension Service in its extension teaching 
and demonstration work. 

2. To advise the Thai Department of Agriculture on organizaticn, staffing, 
training, and equipment of its extension information section. 

8. To advise and assist in production of informational materials. 


Operations and accomplishments 


Publications issued since 1951 and scheduled through 1956 number nearly 100. 
They cover a wide range of subjects, mostly in the how-to-do-it category. 

A series of courses on information methods is planned for each of the eight 
extension centers; the first course has already been held. 

Training, production, and facilities are being built up at a gradually accelerat- 
ing rate. United States supplied equipment includes a multilith, 3 mobile audio- 
visual units—1 delivered and 2 on order—and various other items. 


AGRICULTURAL ENGINEERING 


Touching nearly all phases of the agricultural program is the specialized 
engineering required to discover and test the tools of farming. These range 
from small handtools and light implements to heavy machinery. Many adapta- 
tions are required. Once proper equipment is acquired, the continuing problem 
is to see that it is kept busy at its job throvgh constant supervision and mainte- 
nance, 
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Objectives 

1. To assess Thailand’s farm-equipment needs. 

2..To train Thai technicians in the use and care of farm machinery. 

3. To assist in setting up a central repair and machine shop and repair parts 
depot for the servicing of the Thai Government’s mechanized farm equipment, 

4. To assist in improvement of rice-storage facilities. 

5. To assist in planning the northeast Thailand land-clearing and leveling 
project. 

6. To set up a 200-acre completely mechanized rice farm at Klong I, as re 
quested by the rice department. 


Accomplishments 

1. Equipment survey completed, and Thai officials advised as to equipment 
needs. 

2. Operation and maintenance schools conducted at seven experiment stations, 

8. Building of land leveler of local materials supervised. Test plots leveled 
at Roi-Et Experiment Station. 

4. Assisted in erection of 10 Butler steel storage bins for storage of rice and 
corn. 

5. Drafted proposal, after preliminary survey, regarding northeast Thailand 
land-clearing and leveling project. 

6. Began series of extension-center courses in selection, operation, and main. 
tenance of types of farm equipment required by Thailand’s farmers. 


AGRICULTURAL ECONOMICS 


A. Agricultural organization 


Assistance has been given during the past 4 years in the organization and 
operation of cooperatives to deal with the problems of land development and 
settlement, the processing and marketing of farm products, and the provision 
of credit facilities. Special emphasis has been placed on land development. 


Objectives 

1. To increase the amount of available productive land and the yields there 
from as rapidly as practicable. 

2. To provide better agricultural credit service by strengthening provincial 
banks at Chiengami and Uttradit. A B5 billion counterpart loan has been made 
available for this purpose. 

3. To advise and assist on the improvement of farm products storage, process- 
ing, and marketing; and to demonstrate the sound relationship between market- 
ing and production credit. 


Operations and accomplishments 


1. Thirty-five tractors with attachments were brought into Thailand in 1988 
and put to use clearing land, ditching, dyking, and cultivating. A large pro- 
portion of the tractors was assigned to the Northeast. 

2. USOM has supplied the Land Department with 200 six-inch pumps, 10 
eight- and twelve-inch pumps, and 20 large irrigation pumps. The small pumps 
were sold to farmers for their own use; the medium-sized pumps were for instal- 
lation in the Rang Sit area; the large pumps went to the central Plains and 
Northeast. 

3. The advantages of decentralized branch banking have been demonstrated. 
Credit societies, previously obtaining capital from the Bank for Cooperatives, 
are now served by the banks at Chiengmai and Uttradit. 

4. A counterpart loan fund of B3 million for “controlled or supervised” credit 
was approved to enable farmers to obtain needed funds through their credit 
societies with paddy as security. 

5. The “controlled credit” plan has resulted in an increase in storage use of 
go-downs by the 10 paddy marketing associations from 54 to 92 percent. 

6. USOM has supplied the Ministry of Cooperatives with 10 grain storage 
bins and with loading and drying equipment. Counterpart funds were provided 
for installation which is nearing completion. 





parts 
ent, 
Veling 


as Te 


pment 


ations, 


eveled 


e and 


ailand | 


main- 


mand | 


nt and 
»vision 
3 


there- 


vincial 
1 made 


TOCcess- 
narket- 


in 1958 
Be Pro- 


aps, 10 
pumps 
instal- 

ns and 


strated. 
ratives, 


’ credit 
> eredit 


use of 


storage 
rovided 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 917 


B. Marketing and statistics 


Marketing, both domestic and foreign, holds exceptional opportunity for de- 
velopment. It involves storage, processing, distribution, financing, and man- 
agement. ' A prerequisite is the gathering of reliable statistical information and 
its accurate interpretation. It is important to know costs of production in 
relation to middleman charges and sales prices. 


Objectives 

The major objective is to find and exploit export markets which will bring 
in additional funds to pay for new investments, build up personal income, and 
permit imports of products which Thailand needs. Close on the heels of this 
problem comes that of increasing domestic consumption of a wide variety of 
items. 
Operations and accomplishments 


1. Agricultural statistics——An 8-year review of agricultural data has been 
completed and is in process of publication. 

2, Crop estimating.—A detailed plan for a reporting system has been developed 
and met approval by the Ministry. It awaits only provisions for staffing. 

3. Information service for exporters.—Simplified information on 1954 agricul- 
tural exports and imports was published last summer in English and Thai. 

4, Costs —A survey of costs of pork production is now being made near 
Bangkok and will be expanded on return of a participant now training in the 
United States. 

5. Economic studies.—A study of pump-irrigation feasibility at Pottaram has 
been made, and also one of the lac industry. 

6. Marketing studies.—Preliminary studies in Bangkok reveal a serious lack 
of data on receipts; a labor inefficiency that may be remedied at a propitious 
time in the future by simple mechanization; and the desirability of improve- 
ments in the handling of fruits and vegetables. 


LIVESTOCK IMPROVEMENT AND DISEASE CONTROL 


The high value which the Thai Government places on this activity is evi- 
denced by the fact that, of the joint financial support to the project, the Thai 
Government has contributed 85 percent (Baht equivalent to $3,913,776), as 
compared with the United States contribution of 15 percent ($570,000). 
Objectives 

1. Open export markets to Thai livestock producers. 

2. Train Thai technicians in all phases of livestock production. 

8. Make available animal protein for diet of the people. 

4. Improve the economic condition of Thai farmers. 

5. Develop both external and internal processing and marketing facilities for 
livestock. 

6. Improve land and water utilization. 


Accomplishments 


1. Ban on livestock export has been modified. 

2. National Serum and Vaccine Laboratory at Pak Chong improved, diag- 
nostic laboratory built at Bangkok, and a nutrition laboratory at Muaklek. 

3. The Thai Government, USOM, and FAO are establishing a foot-and-mouth 
disease laboratory at Pak Chong. 

4. The Thai Government, USOM, and FAO are cooperating with Laos, Cam- 
bodia, and Vietnam in a regional rinderpest eradication program. 

5. Six breeding stations have been improved. 

6. Feed and forage production studies at Tha Phra during 1955 demonstrated 
that sufficient quantity and quality of feed and pastures can be developed to 
support an improved and enlarged livestock program. 

7. An frees has been concluded to use the Tha Phra Station for training 
personnel. 

8. Fifteen participants have been sent to the United States and 1 to England 
(9 participants have been sent to the other countries by FAO). 

9%. Plans are being completed for the implementation of the regional rinderpest 
eradication program. The Ministry of Agriculture is submitting a livestock 


production and marketing program to utilize information developed during the 
last 4 years. 
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) 

FISHERIES PROJECT ( 

a | 
Objectives 


Prior to the inception of the fisheries project in 1951, marine fishing was cop. | 
paratively undeveloped in Thailand. The department of fisheries had give, 
most of its attention to the licensing, reporting, and a limited amount of fig. 
culture work. The department had only a few men who were fully traineg 
technologists—in fact, none in marine fisheries and none in cooperatives or jp 
modern pond-fish culture. The fisheries project helps to train fishermen ang 
fisheries technicians in improved methods which will increase the fish catch an 
improve its utilization. The results will be to improve the economic condition 
of fishermen, add to national income, and enrich the diet of Thailand’s people. 

American aid has supplied two specialists as advisers to the department of 
fisheries—one on the marine or salt-water development and the other on fresh. 
water fisheries. It also has provided advanced training in the United States for | 
12 Thai fisheries technicians, and has supplied boats, equipment, and other | 
néeded training and demonstration materials. 


Accomplishments 


1. Progress in the fishing industry of Thailand in the past 5 years is in part 
an indirect result of American aid. For example, American aid funds paid for 
a Japanese trap net and for Japanese fishermen to demonstrate its use. From 
that point, the department of fisheries and the fishermen carried on. After two 
fishing seasons, every fisherman in Thailand knew that he could catch twice ag 
much fish and better species if he replaced the native-type bamboo fish trap with 
the Japanese type. 

2. The fisheries resources of the Gulf of Thailand have been partially explored. 
The results for prawns alone justify the expenditures to date. 

3. The processing of fisheries products has begun to raise the quality of dried, 
smoked, and salted fish and reawaken interest in other countries in these tradj- | 
tional Thai exports. 

4. Fish-marketing facilities in Bangkok are improving, not only the wholesale 
and retail handling, but also the distribution. 

5. Inland fish production is on the increase with the completion of fish hatch- 
eries and the construction of 4,000 additional private fish ponds which have been 
stocked with improved varieties. 

6. Specialized training of Thai technicians has been given in the United States, 
Indonesia, Singapore, Hong Kong, and Japan; fisherman and fishermen’s sons 
are being trained in salt-water-fishing methods and gear making at the marine 
station; and training in fresh-water-fish culture has been given in Thailand to 
provincial Thai officials and to visiting officials from Burma, Cambodia, Vietnam, 
and now Laos. 

7. The department of fisheries is vitalized and much more effective, especially 
in the last 3 years, in organization, planning, accounting, analysis, and reporting. 


Future emphasis 


1. The most important work yet to be done is to improve marketing and dis- 
tribution so as to get more and better quality fish and fish products to Thai 
consumers at prices they can afford and which represents a fair return to the 
fisherman. 

2. The development of good edible fish flour, fish meal, and prepared fish in 
various forms—any low-cost, long-keeping, easily transported fish product—is 
the key to better marketing. 

3. There is also need for credit at reasonable rates of interest to permit the 
fisherman to purchase improved gear. 


PUBLIC WORKS AND INDUSTRY PROGRAM 
Summary 


In the fields of public works and industry the United States Government is 
assisting in projects aimed at improvement of the national welfare and living 
standards, and enhancement of the national defensive potential, through the 
development of: (1) transportation facilities; (2) water resources; (3) mining 
and minerals processing; (4) power and communications. 

Major aid projects, past and present, include assistance in the planning, pro- 
curement, construction and training phases of operations with respect to 

1. State highways, railways, and air transport. 

2. Surface water storage, and ground water research. 
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3. Mining, minerals research, and geological explorations. 

4. Power exploration and development. 

5. Communications survey and development. 

Assistance has also been provided in port facilities improvement; hydro- 
graphic studies ; industrial pilot plants and small industry product development ; 
and a construction program for the volunteer defense corps. 


Major accomplishments 


These activities have assisted the Thai Government to achieve the following: 

1. The construction and improvement of numerous roadways and bridges 
throughout the nation. 

2. The marked improvement of railway operations, together with construc- 
tion of a rail line from Udorn to Nongkai; extensive shop facilities; and the 
procurement of substantial quantities of rolling stock and other equipment. 

8. The establishment of improved aeronautical communications, navigational 
aides, and air traffic control, at the Bangkok international airport, and at 
14 other domestic airfields. 

4. The construction of numerous water storage reservoirs throughout the 
northeast to conserve water for irrigation and domestic uses. 

5. The establishment of a drilling pattern for groundwater research in the 
northeast, and the commencement of drilling operations. 

6. The establishment of a minerals experimental center in Bangkok, and 
experimental mining operations in other parts of the nation. 

7. A study of the electric power requirements of Bangkok, and the installation 
of additional generating capacity, both in Bangkok and in rural areas. 

8. Construction of a ferry landing to serve the shipment of crossriver goods 
to Laos. 

9. The construction of volunteer defense corps training centers. 

10. Surveys of: (@) national and regional needs for a telecommunications 
system; (@) the national power potential, and feasible plant locations; (c) the 
Mekong River’s potentialities for irrigation, navigation, power and flood control ; 
(d) cottage and small industry methods, and foreign marketing possibilities ; 
(e) geological resources in various parts of the country. 


HIGHWAYS 
Objectives 


1. To establish a modern, efficient, and well-equipped highway department. 

2. To expand and improve the existing national highway network. 

8. To train Thai nationals in modern techniques of highway design and con- 
struction. 

An adequate highway network will open up the interior of Thailand to com- 
merce, and improve marketing and distribution of goods, as well as increase the 
mobility of defense forces. 


Operations and accomplishments 


In this field the highway department, working with USOM supplied technicians 
has accomplished major improvements in operating techniques and departmental 
facilities. In addition, a major highway construction program has been inaug- 
urated and is being successfully implemented. The following commodities have 
been purchased and furnished to the highways department: 

1. $1,250,000 construction equipment and spare parts. 

2. $200,000 repair and maintenance shop machinery. 

3. $11,000 laboratory and testing equipment. 

The large northeast highway project, a 172 kilometer highway between Sara- 
Buri and Korat, is now 25 percent complete. It was undertaken with three 
major services contracts, viz: 

1. Contract for $2,500,000 of construction equipment required for the job; to 
become the property of the Thai Government upon completion of the project. 
Contractor : Raymond Concrete Pile Co. 

2. Contract for $1 million engineering services for the first 63 kilometers of 
the highway. Engineer: Sverdrup & Parcel Engineering Co. 

8. Contract for $4 million construction services for the first 63 kilometers of the 
highway. Contractor: Raymond Construction Corp. 

Negotiations for extensions to the above contracts to complete the highway to 
Korat are underway. These include an additional $2 million of construction 
equipment, which also will become the property of the Thai Government upon 
completion of the project. 
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Under the expanded aid highways project USOM and the highway department 
have prepared a plan for performing approximately $6 million of the fiscal year 
1956 project under a services contract. This contract will provide for com. 
plete construction of the Pitsanulok-Dansai highway, including the purchase of 
$1,600,000 in construction equipment which will become Thai Government prop- 
erty. At the present time, construction operations are underway on approxi- 
mately 200 kilometers of roadway and 170 bridges. 

A total of 20 Thai participants have gone to the United States for training 
in highway design and construction. Eight more are scheduled for United 
States training projects. In addition to the above, many hundreds of Thai na. 
tionals are receiving on-the-job training in construction techniques and equip. 
ment operation, on the current construction projects. 

From 1952 to 1955 an equipment operators’ training services was conducted 
with headquarters at Bang-Sue. Approximately $200,000 of construction equip- 
ment was purchased for this project, and 7 United States technicians provided 
the teaching services. Between 250 and 350 Thai equipment operators were 
trained during this period. 

RAILWAYS 
Obiectives 

1. To improve and expand overall railway operations and facilities. 

2. To train Thai nationals in modern methods of operation, management, and 
construction. 


Operations and accomplishments 

In this field USOM has assisted the state railways in adding materially to 
maintenance facilities, rolling stock, and other equipment; effecting marked 
improvement in railway operations; and undertaking construction programs of 
considerable moaznitude. 

The following commodities and equipment have been purchased and furnished 
to the state railway: 

1. 2 diesel electric generating sets at a total cost of $108,000 installed at the 
Makasan shops. 

2. $1 million of railway materials and supplies such as wheels, couplers, air 
brakes, castings, etc. 

3. $350,000 of equipment and machinery for the Korat shops 

4. $24,000 of test equipment and laboratory equipment for installation at vari- 
ous locations throughout the system. 

Construction of the Udorn-Nongkai line was performed largely by state rail- 

yay forces, utilizing United States furnished equipment. Services of a loeal 
contra*tor were utilized to some extent in this work. The Udorn-Nonkai line is 
presently 95 percent complete and consists of 54 kilometers of single-track line 
with all necessary sidings, bridges, and yards. The total cost of this new line, 
including construction costs, materials, and equipment is $4 million. In addition, 
$1,100,000 of rolling stock and communications equipment is under procurement. 

A ferry landing and railway spur, which will form the extreme terminus of the 
northeast system, have heen planned and approved. Foundation investigations 
are underway and construction will begin shortly. This will provide facilities to 
accommodate the movement of traffic and goods across the Mekong to Laos. 


AIR TRANSPORT 


In the air transport field USOM has participatel in projects pertaining to three 
major fields: Traffic control and navigational aid; meteorological services; and 
technical assistance to the Thai Airways Co. In addition, approximately $9.2 
million of economic aid funds, including counterpart funds, were provided for air- 
field construction, which subsequently have been turned over to JUSMAG for 
implementation. 


Objectives 


1. To provide an integrated system of safe and efficient domestic and interna- 
tional ground control and navigational aids. 

2. To improve meterological services in order to provide accurate weather fore 
casting. 

3. To provide technical aid to the Thai Airways Co. for the purpose of improv- 
ing their air transport services. 
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Operations and accomplishments 


The following commodities, equipment, and installations have been furnished. 

1. One 10,000-watt beacon at Don Muang Airport. One each 1,000-watt beacon 
at Chiengmai, Songkhla, Phuket, and Korat. One VOR station at Don Muang 
Airport. 

2. Air terminal buildings and control towers at 11 domestic airfields, with 
equipment for these now under procurement. 

3. Air traffic control] training school at Don Muang. Thirty students are now 
being trained in this school. 

4. High intensity approach lighting at Don Muang. 

5. Three radio sounding stations for upper air weather observations. 

6. Seven pilot balloon stations for weather observation. 

7. Five sets of surface weather observation equipment. 

On March 8, 1956 a contract was signed, providing for Pan American Airways 
to furnish technical assistance to the Thai Airways Co. for developing a program 
to improve and expand its air transport service. This is a 3-year contract with 
a total value of $2,800,000. : 

In the past 5 years, 9 participants have been sent to the United States for train- 
ing in aeronautical and meterological subjects, and 12 more are scheduled for 
United States training this year. 

In addition, many Thai are receiving local on-the-job training through associa- 
tion with the project. 

The air transport programs have been carried out with the technical assistance 
of United States Civil Aeronautics Administration personnel plus three USOM 
specialists specifically assigned to the projects. 


WATER RESOURCES 
Objectives 

In the field of water resources USOM bas assisted in projects for tank and 
pump irrigation and ground water research, all aimed at developing and conserv- 
ing the water resources of the northeast. Specific objectives are: 

1. To provide storage for the rainfall of the northeast region in order to 
supply water for irrigation and other uses during the dry season. 

2. To conduct basic ground water studies and drill exploratory wells to de- 
termine the existence of satisfactory ground water supplies throughout the 
northeast. 


Operations and accomplishments 


The tank irrigation project is well underway with much construction already 
accomplished. Seventy-three irrigation tanks and dams have been completed 
and 56 are presently under construction. Those completed provide a volume 
capacity of 118 million cubic meters and cover an irrigable area of 60,000 acres. 

Twenty-eight truck-mounted and 2 barge-mounted pumps have been furnished, 
providing supplementary irrigation facilities for an additional 100,000 acres. 

The ground water research program has begun operations, with 5 wells drilled 
out of an estimated total of 150 to 250 to be drilled. 

Four drilling rigs are on hand, two of which are being operated by contract 
personnel. Two additional drillers will arrive shortly from the United States. 

Many other items of supplies and equipment have been furnished under the 
water resources program. In addition to dams, warehouses, repair shops, labora- 
tories, and other structures, there have been furnished rainfall gaging apparatus, 
motor vehicles, and testing equipment. 

In the overall irrigation and ground water field 42 participants have been sent 
to the United States for training in canal construction, dam construction, ground 
water research, machine shop practice and related hydrological and research 
subjects. Three more participants are scheduled to go this year. 

Since 1952 a total of 38 participants have been programed for United States 
training with various United States railways. Of these, 28 have completed their 
training or are now in the United States, and 10 are scheduled for departure next 
August. In addition, many Thai nationals have received local on-the-job train- 
ing on the USOM assisted projects. 


POWER AND COMMUNICATIONS 


USOM has provided assistance in three specific projects in this field. These 
are power facilities improvement, power exploratory survey, and telecommunica- 
tions engineering. 
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The power exploratory and telecommunications projects are both new ay 
provide for consultant contracts to conduct engineering surveys. These are both 
expected to be underway this year. 

The power facilities project is a continuation of the overall power program hk 
gun in 1952. 


Objectives 

1. To develop the power potentialities of the nation. 

2. To improve and expand existing power facilities in Bangkok and othe 
centers of population. 


3. To develop and construct a nationwide and regional telecommunicatioy 
system. 


Operations and accomplishments 


From 1952 to 1956, the Bangkok power system was expanded by the install, 
tion of 10 diesel-generator sets providing a total of 27,000 kilowatts additiong 
generating capacity. Of this total, 6,000 kilowatts was directly contributed hy 
the United States. 

During this period, 12 diesel-generator sets were also contributed by th 
United States for installation in various rural areas. These varied in sip 
from 85 kilowatts to 600 kilowatts, and were installed in 10 different location 
throughout the country. Total value of these units was $360,000. 

Fourteen participants have been sent to the United States to study in varioy 
fields of power development, and four more are scheduled to go this year. 

ICA/Washington is now inviting bids and preparing to negotiate two engineer. 
ing contracts to provide for a complete power survey and for telecommunicatioy 
engineering. 

MINING AND GEOLOGY 
Objectives 

In this field USOM is assisting in three projects: geological survey, experi. 
mental metal mining, and minerals experimental center. These projects, designe 
to help Thailand develop its mineral wealth, have the following objectives: 

1. To conduct geological surveys, and to establish a geological survey depart 
ment patterned after the United States Geological Survey. 

2. To promote the development and expansion of the extractive industria 
and to utilize modern techniques in the development of efficient mining operations, 


Operations and accomplishments 


A minerals experimental center in Bangkok was recently dedicated. This is 
a modern laboratory where studies of minerals, ore-dressing methods, and other 
research projects can be undertaken. The United States has supplied generating 
units and machine shop, ore dressing, laboratory, and printing equipment for 
this center. 

Experimental mining centers of instruction have been established in thre 
mining areas throughout the country. These are under the supervision of Thai 
engineers trained in the United States. Instruction and training courses ar 
conducted in modern mechanized mining methods, and in location of ore-bearing 
bodies. The United States has furnished approximately $160,000 in equipment 
for this project, consisting of generating sets, drills, hoists, and air compressors. 

Under the lignite program the United States furnished about $1 million of 
stripping and other equipment for the development of lignite deposits in two 
areas of Thailand. Approximately 250 tons per day of lignite is now being 
produced at the Mae Moh operation. 

Present planning calls for a specialist in the field of geological exploration 
to provide expert assistance to the Thai Government in setting up a geological 
survey, and to accelerate present exploration projects. 

Thirty-one participants have been trained in the United States in mining 
geological, and allied subjects, with nine more scheduled to go this year. This 
training has been conducted at various governmental agencies and Americal 
universities. 

OTHER PUBLIO WORKS AND INDUSTRY PROJECTS 


USOM has assisted also in the following fields: 
Small industry product development. 

. Automotive maintenance training facilities. 
. Hydrographic study. 

. Mekong River reconnaissance. 

. Volunteer defense corps construction. 
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Objectives and accomplishments 


1. The aid program has provided training facilities in the United States for 
Thai technicians in the small industries field, and has financed a survey of 
export marketing possibilities of Thai cottage industry products. Also, the 
services of an industrial adviser have been made available to examine overall 
jndustrial development needs and possibilities in Thailand, and to advise on 
methods to stimulate the growth of industrial enterprises. 

9. An automotive maintenance training center was established for training 
maintenance personnel. This year a contract is proposed which would provide 
for a technical survey by American engineers to determine requirements and 
establish procedures for properly maintaining and repairing the 10,000 vehicles 
owned by the Thai Government, exclusive of those for defense. 

8. The hydrographic study continues the participant training program begun 
in this field in 1951. Thirteen participants have received training in the United 
States in fields of hydrography, port operations, and allied subjects, four more 
are scheduled to go this year. The need for training in these fields grew rapidly 
at the time the mouth of the Chao Phya River was dredged by the dredge 
Manhattan. This dredge was brought to Thailand at a cost of $750,000, and 
is now used for maintenance dredging along the navigable channel of the river. 

4. The Mekong River reconnaissance is a regional project involving the four 
countries of Thailand, Laos, Vietnan, and Cambodia. In December, January, 
and February, a team of United States experts aided by local USOM and Thai 
Government consultants reconnoitered the Mekong River from upper Laos to 
its mouth on the south China Sea. On February 8, a final regional conference 
was held at Saigon, following which the team members returned to the United 
States, where they are now preparing a final report. This report will contain 
recommendations for specific surveys to accomplish long-range development of 
the river for irrigation, flood control, navigation, and hydroelectric power 
generation. 

5. The Volunteer Defense Corps construction project provides for the construc- 
tion of a headquarters, printing building, and warehouse in Bangkok, and training 
camps for the VDC in 40 border changvads. This work is now approximately 
50 percent complete. 

LABOR AND WELFARE 


The Labor and Welfare Division of USOM is assisting the Government of 
Thailand in planning and development of programs and legislation designed to 
improve the economic condition of Thailand’s workers and to bring about greater 
self-help in local community improvement. 

Within a few months a significant development should occur: the passage of 
basic labor legislation for Thailand. The USOM labor adviser has, upon 
request, analyzed five proposed bills, submitted opinions on their applicability 
to Thailand, and suggested and discussed proposed revisions. The five drafts 
covered laws for— 

1, The settlement of labor disputes, including the right to organize labor 
unions and to bargain collectively, and the establishment of an advisory labor 


‘ board. 


2. The regulation of labor unions, including registration. 

. 8. Limiting daily and weekly hours of work and establishing rules for paying 
wages. 

4. Protection of woman and child labor, including prescribing conditions of 
work, forbidding work in specified occupations, and setting up age and health 
standards for hiring. 

5. Weekly holidays. 

The last 3 drafts have since been combined into 1 draft, an act on the protec- 
tion of labor, making 3 draft laws which will be presented to the National 
Assembly in June, with such changes as may be deemed advisable after consid- 
eration of the opinions of employers, trade unions, and others to whom these 
drafts have been submitted for appraisal. oad 

USOM is helping to train personnel to administer these. labor laws and to 
provide sound trade-union training to labor officers and workers. Four top 
officials went to the United States last year; five will go thig year. More will go 
when the labor legislation is enacted. One of the results hoped for is a labor 
statistical service which will measure changes in wages, cost of living, and 
employment, and will provide information upon which necessary additional labor 
and welfare legislation can be drafted. 
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Other plans for improving the economic and social welfare of the people of 
Thailand in which this division has cooperated include: 

1. Housing.—A housing specialist was brought to Thailand to make a survey 
of workers’ housing and to recommend a program for future development. The 
Thai Government has requested a full-time housing adviser and this position ig 
now under recruitment. 

2. Self-Help.—Active cooperation in the field of community development—q 
way of building democracy from the bottom up—has been underway for 4 
year, beginning with the Thai-United States survey team sent to India and 
Burma. Future work will be integrated with the self-help settlement work 
initiated by the Prime Minister and with other experiments in operation in 
several places in Thailand. 

These are a few of the human values in which the Thai Government and USOM 
are vitally interested, working, in the words of President Eisenhower, “to de. 
velop a society marked by human welfare, individual liberty, and a rising 
standard of living.” 

EDUCATION 


Summary 


Education in Thailand has made impressive progress within recent years, 
The Ministry of Education is giving excellent leadership in the development of 
educational facilities designed to meet the needs of Thailand’s people. 

American assistance to education in Thailand began in 1951. The United 
States financial contribution, as compared to the effort made by the Thai 
Government, is relatively small. USOM has, however, sought to provide as. 
sistance in certain key areas. The objectives set up in 1951 still give guidance 
to the program. They are: 

1. To improve the training of teachers—both in service (those now teach- 
ing) and preservice (those preparing to teach). 

2. To assist in improving curricula in the various levels of education. 

3. To assist in the development of teaching materials and improvement 
of methods of teaching. 

4. To assist in the improvement of technical and vocational education. 

The projects of the Ministry of Education which are assisted by the United 
States aid program may be grouped into four areas: Teacher training, ele 
mentary education, secondary education, and vocational education. 


Teacher training 
Objectives 


The teacher training program is designed to assist the Ministry of Education 
to provide a sufficient number of adequately trained teachers for the schools 
of Thailand. The following are the specific objectives of the program: 

1. To raise the standard of teacher training to the college level and bac- 
calaureate degrees. 

2. To provide intensive in-service education for the teachers in the teacher 
training schools. 

3. To develop and improve professional literature in the field of education 
and supporting disciplines. 

4. To develop a staff of supervisors especially trained to assist in carrying 
out a continuous program of school improvement at the teacher training 
colleges. 


Operations 


Four technicians have worked directly with the Ministry of Education in the 
field of teacher training. A teacher training supervisory group has been 
established. Continuous programs of in-service education for teachers have 
been conducted, with special programs carried out during summer vacations. 
Every teacher in every teacher training school in Thailand has participated in 
these in-service activities. Written materials have been produced to assist in 
the work done by the teacher training supervisory group. 

The aid program has financed a contract under which Indiana University {s 
assisting in the development of the College of Education into a degree-granting 
school. 

A total of 128 teachers and administrators from the teacher training schools 
have been sent to America and the Philippines for training. 
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Under the in-service training program now being carried out in Bangkok, 
approximately 800 teachers or prospective teachers are enrolled at the College 
of Education for a summer session. Each person will, for the first time in 
Thailand, receive college credit for participation in summer activities. This 
activity is financed jointly by the Ministry of Education, the College of Educa- 
tion, USOM and the individual participants. 


Accomplishments 


Some accomplishments are readily identifiable. The number of teachers par- 
ticipating in in-service training activities increased form 20 in 1952 to 800 in 
1956. Beginning in 1956 9 teacher training schools were joined with centrally 
located schools so that now there are only 25 teacher training schools, 12 of 
which are coeducational. A new curriculum with greater emphasis on practical 
education has been developed and in operation. A corps of teacher training 
supervisors has been selected and trained and are now working with the teacher 
training schools. The College of Education, for the first time in the history of 
Thailand, presented bachelor to degrees to its graduates in 1955. 

Other accomplishments are more abstract. Interdepartmental cooperation 
and interdepartmental sharing of personnel has increased significantly. In- 
creased prestige has come to the teaching profession. Improvement has taken 
place in methods of teaching and in the use of material of instruction. 


Elementary education 
Objectives 


American assistance to elementary education began in 1951 as a part of the 
Chachoengsao pilot project sponsored jointly by the Thai Government, UNESCO, 
and USOM. The objectives were: 

1. To assist teachers to improve their teaching methods and develop their 
teaching skills. 

2. To assist in the development of textbooks and other teaching materials. 

3. To assist in modifying the curriculum of elementary education so that it 
more nearly meets the needs of the children of Thailand. 

4, To assist in developing primary extension schools; and 

5. To assist the educational leaders of Thailand in their professional growth 
and in their professional activities. 


Operation 

The initial assistance was given at Chachoengsao in the areas of curriculum 
development, supervision, science education, health education, and teacher train- 
ing. As the Chachoengsao project developed, the number of American techni- 
cians was reduced to 1, but the work of the project was expanded to include 
the 233 schools in the changwad. Since its beginning, USOM has had major 
responsibility for the development of elementary and primary extension schools 
in this project. 

The Ministry of Education has set up another experimental demonstration 
project in nine schools in the Bangkok-Thonburi areas. In these schools studies 
were carried out to determine how best the Ministry of Education could assist 
in improving elementary schools. Several techniques were developed but could 
not be applied because there were no trained persons in the Ministry who could 
assist the areas and changwads in their programs. Consequently, a supervisory 
and in-service education unit was established and three American technicians 
were assigned to assist in selecting personnel and training them to give assistance 
in school improvement. 

Nine regional primary extension schools have been developed as demonstration 
training areas. Some 107 participants in various fields of elementary education 
have been enabled to study abroad. A 1-month conference is now under way at 
Kasetsart University to give training to 65 teachers of vocational agriculture 
in the primary extension schools. 


Accomplishments 


In-service training conferences have been attended by some 45,000 elementary 
and primary extension schoolteachers. The nature of these conferences has 
changed from lecture sessions to the work conference type of procedure where 
teachers learn by doing. As a result, it is difficult to find an elementary school 
in Thailand that does not show some evidence of improved use of teaching 
materials. Areawide in-service training programs are under way in areas 4, 
5and 9. A supervisory staff of 13 people has been developed. Seven supple- 
mentary books for the pratoym schools have been written. 
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The work done with the primary extension schools has resulted in a decision 
by the Ministry of Education to develop the same curriculum for all types of 
schools for the 3 years beyond pratoym. Considerable interest is also being 
shown in comprehensive high schools for Thailand. 


Vocational education 
Objectives: 
This phase of the program has been guided by four objectives: 

1. Development of a technical institute to train skilled craftsmen and 
teachers for the other vocational schools in Thailand. 

2. Development of two pilot vocational agriculture schools—one in the 
north and one in the northeast. 

3. Assistance to the Ministry of Education in improving the total program 
of vocational education. 

4. Development of course outlines, textbooks and teaching aids to be used 
in vocational education. 


Operations and accomplishments: 


An impressive achievement in the field of vocational education in Thailand hag 
been the transformation of a 42-acre rice paddy into a modern technical institute 
housed in 38 new buildings and offering instruction to Thai students in 15 voca- 
tional areas. The land and buildings of the institute were provided by Thai 
funds and approximately 95 percent of the equipment was supplied by the United 
States. The institute opened in 1952 with 78 students. This year there were 
1,484 students. It is expected that the enrollment, when school opens in May 
1956, will be more than 2,000. Eleven American technicians have given assist- 
ance to this project, and 23 Thai teachers have been sent to America for study, 
A contract for further improvement is being negotiated between the technical 
institute and Wayne University. 

Shop equipment has been purchased for three branch institutes at Songkla, 
Korat and Chiengmai. Technical assistance in shop layout, course outline and 
curriculum development has been a major portion of the work of the American 
technicians. 

An in-service training course at the technical institute is being attended by 
54 participants—6 from each area. Each team will return to its area and con- 
duct an in-service training conference for vocational teachers. Of the 6 persons 
from each area, two are in the field of home economics, 2 in industrial. arts, and 
2 are changwad education officials. When school opens in May every vocational 
teacher in Thailand will have had some specialized training in his field of activity, 

In vocational agriculture 2 schools, Mae Jo and Surindr, have been developed 
into demonstration schools with the assistance of 2 American technicians. These 
technicians are now assisting the Ministry of Education develop plans for utiliz 
ing the experiences gained at these 2 schools in all the vocational agriculture 
schools in Thailand. 


Secondary education 

Odjectives 

In 1956 USOM was requested to give assistance to secondary education in 
Thailand. This assistance will be guided by the following objectives: 

1. To assist in developing a curriculum for the comprehensive secondary school. 

2. To assist in the establishment and operation of four experimental demon- 
stration comprehensive secondary schools. 

3. To assist in selecting and training a supervisory staff to help in the develop 
ment of the comprehensive secondary school; and 

4. To assist in the development of textbooks and other teaching materials for 
secondary schools. 


PUBLIC HEALTH 
Summary 


In the field of public health, the United States is assisting the Ministry of 
Public Health in improving health services to Thailand’s people; launching 
programs for the control of communicable diseases, especially the mosquite 
borne and filth-borne diseases; and providing educational and training facilities 
to help train the large numbers of technical personnel required for an ex 
public health program. 
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Sixteen health projects have received United States assistance totaling $10,686,- 
000. Some of these, undertaken in the early years of the aid program, provided 
primarily commodity support, while the current projects typically provide both 
commodities and technical assistance. 

The following indicates the amount of the United States contribution to these 
projects : 


SP eeIeES THT SG TIQBIN COMLION no on cic ieee eee emn mans 2, 548, 000 
i RN ec porn cerca soenian caste mb cnsiaih boneeteniesneiaigteep 1, 726, 000 
I a crea ii a inane 950, 000 
4, Demonstration training center—Cholburi___.__-______-_________ 620, 000 
I a a al Ses ic iced a ce 1, 990, 000 
I al ca eee np etiam 284, 000 
I i ws EN a han ve et ce ah nia abn nee emcidnnoeneieciapabis 1, 294, 000 
easements SE MRLERERE AOL) TUDOR OO0 i i el biareinins 1, 163, 000 


In a study of the causes of illness and death, it was apparent that there was 
untimely death resulting from the prevalence of communicable diseases, especially 
malaria and diarrheal diseases. These debilitating diseases constitute a serious 
drag on the productivity of the nation’s workers. Accordingly special attention 
has also been given to improved preventive medicine and public health services. 


Malaria and filariasis control 
Objectives 


The present intensive antimalaria campaign in Thailand began in 1949.. Ma- 
laria had been the chief cause of sickness and death in the country, as well as a 
major obstruction to social and economic progress. The Ministry of Public 
Health was assisted by WHO and UNICEF, 1949-51, in a pilot project, demon- 
strating residual house-spraying for malaria control. 

United States assistance began in 1951, with the objectives of (1) expanding 
the antimalaria campaign to nationwide proportions, (2) implementing the or- 
ganization and activities necessary for malaria eradication, and (3) estab- 
lishing a program of protective surveillance to guard against return of malaria 
after its eradication. Control of filariasis and other mosquitoborne diseases, as 
well as development of investigation and control of vectorborne diseases in 
general, are collateral objectives. 

The USOM assisted project aims toward phasing out its dollar assistance in 
1957 and its counterpart fund assistance in 1959. At that point malaria should 
be largely eradicated throughout the country, and a continuing program of 
protective surveillance should be well established within the resources of the 
regular Thai Government budget. 


Operations 


The DDT house-spraying campaign is scheduled in January-June, mainly 
during the dry season, with the objective of spraying all houses in each malarious 
area once each year for about 3 years. This has been sufficient in most areas 
to eliminate malaria-carrying mosquitoes and cause the disease to die out. In 
1960 the homes of about 10 million people in 60 provinces will have been sprayed 
for a variable number of years. 

Technical surveys are conducted by field units in all areas for guidance and 
evaluation of operations. Procedures include inspection of houses and breeding 
places for malaria-carrying mosquitoes, spleen examination of children, and blood 
examination of infants and others for malaria parasites. 

Distribution of antimalarial drugs supplements the house-spraying campaign. 
Through field units, hospitals and health centers, chloroquine drugs (Aralen and 
Nivaquine) have been distributed in sufficient quantities to treat approximately 
2 million cases. Atabrine, Camouquin, and Daraprim have also been used in 
the present project, and primaquine has been stocked in anticipation of treatment 
of persistent malaria cases. 

Training activities include advanced study and observation abroad by key 
medical officers, technical training of laboratory and field assistants, and in- 
service training of technical aids and local house-spraying squads. Of 16 medical 
Officers, 8 have received training in the United States and 5 more are scheduled 
for similar training. Of about 300 technicians, 94 assistants have received train- 
ing at the USOM-assisted Chiengmai malaria training center, and over 100 aids 
have had in-service training in the project. The Chiengmai center is now also 
training officers and technicians of Laos, Vietnam, and Indonesia in-specially 
arranged courses and has participated in observational and training tours of 
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officials from the United States, the Philippines, and Taiwan. Over 5,000 fore. 
men and spraymen have been trained in Thailand; these are temporary person- 
nel trained locally each year. 

Public information on malaria and its control is disseminated through posters, 
leafiets, booklets, talks in village centers, home contacts, exhibits, 10 mobile 
motion-picture units, and newspaper and radio features. In 1960 the project 
will have thus far distributed about 200,000 posters and 5 million leaflets and 
other printed materials in over 20,000 villages in 60 provinces. Special exhibits 
and motion-picture units have operated throughout the malarious areas with 
large attendance reaching an estimated 10 million people, half of the national] 
population. 


Accomplishments 


The objectives of the project are nearing fulfillment, with operation proceed- 
ing in all malarious areas, implementation nearly completed for malaria eradica- 
tion, and protective surveillance established in large areas. 

A recent comprehensive technical survey of all malarious areas showed that 
the project has eliminated malaria-carrying mosquitoes and malaria from areas 
of over 3 million population. These areas were in 1949, prior to control opera- 
tions, among the most malarious in Thailand and the world. House spraying 
has been discontinued in these areas and a program of protective surveillance 
has been instituted against the return of malaria. The house-spraying cam- 
paign is continuing in all remaining malarious areas. 

The successful effects of the project are also evident in the great reduction of 
reported deaths from 38,046 in 1949 to 16,469 in 1954. It should be noted that 
this reduction represents the effects on the national malaria death rate when 
the project had reached only areas of 4,681,218 population and was only partially 
completed in those areas. 

Thailand now has a leading position in southeast Asia in the race toward 
malaria eradication. Thailand’s antimalaria organization is providing assist- 
ance to other countries in technical training, consultation, and coordination. 
The success of the Thailand project is also lending strength, by example, to the 
world program of malaria eradication. 


Medical education 

Objectives 

Thailand lacks the numbers of qualified doctors, nurses, public health officers, 
and medical technicians that are required for the expansion of public health 
and medical care. There are 2,272 physicians and approximately 4,500 nurses 
(one-half are probably not engaged in nursing) ; most of them are in Bangkok. 
The lack of trained personnel is a key factor handicapping efforts to improve 
health standards. The objectives of this long-range project are to: 

1. nee the quality and quantity of medical, nursing, and public-health 
teachers. 

2. Train sufficient teachers to allow opening of an urgently needed third medi- 
cal school outside Bangkok. 

3. Establish education of paramedical personnel, especially laboratory tech- 
nicians. 

4. Improve premedical education and postgraduate medical education. 
Operations 

Twenty-eight United States technical advisers have been in Thailand for 
periods of time up to 2 years. By the end of this year 154 Thai faculty mem- 
bers will have been sent to the United States for training. Commodity aid of 
$325,000 has been given. Counterpart funds of 7,240,000 baht will be used for 
the construction of a medical technology school central laboratory at each of 
the 2 medical schools and for the school of public health. 


Accomplishments 


1. Improvement in the quality of instruction at the medical schools and a 
similar improvement in practice at the medical school teaching hospitals. 

2. Alleviation of serious shortages in teaching equipment due to rapid ex- 
pansion of student load in the medical schools. 

3.. Establishment of postgraduate courses. 

4. Preparation of faculty for the establishment of a third medical school. 

5. The schools of medical technology are rapidly being organized and two 
classes have been admitted ; the first building is under construction. 

6. Nursing education is being improved. 


} 
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- Rural health 
n- Objectives 
This project was started in 1953 for the purpose of improving and extending 
s, public-health service into rural areas. Specific objectives are: 
le | 1. Improve existing first- and second-class health centers by: 
et (a) Providing necessary commodities. 
nd (b) Repair of existing buildings. 
its (c) Training sanitary inspectors. 
th (d@) Improvement of supervision. 
al 9. Training of provincial health officers. 


8. Construction of a demonstration health center. 
4. Technical advice in Ministry of Public Health regarding public-health ad- 


4 ministration. 
Pa. Operations and accomplishments 
Counterpart funds have been used to build a provincial and regional health 
lat department building in Korat, where the first program of decentralizing service 
aS will be undertaken. Counterpart funds have also been used for training of 
ra- ganitarians, doctors, and regional healthy workers, and for repair of existing 
ing buildings. 
ace The program has provided technical advisory services of a public-health ad- 
m- ministrator, who has worked with the Department of Health to advise in the 
planning and development of rural public health. This has included recom- 
of mendations for reorganization of the Department of Health, a plan for super- 
hat vision of work in the field, and a method of decentralizing Health Department 
1en work to provide consultation and supervisory services to the Provinces. 
illy The rural health centers have been furnished with basic medical equipment 
and vehicles. 
ard Twenty-five doctors and nurses have been sent to the United States for spe- 
ist- cialized public health training operation. 
on. A self-help community project has been started in Tha Muang. This proj- 
the ject has improved medical care and public-health services and resulted in other 
community improvements. An effort is being made to develop four more such 
demonstrations. 
Cholburi Field Health Demonstration and Training Center 
th Objectives 
rses This project assists in providing better public health services for the people 
ok. | im rural areas of Thailand by providing field-training facilities for in-service 
‘ove training of all categories of public-health workers and for graduate and under- 
graduate students of the school of public health. 
lth =| 


Operations and accomplishments 


edi- A small demonstration area in Cholburi is being developed where trainees 
| can observe and participate in a well-organized and operating public-health 
p program. 
os Groups of provincial health officers, sanitarians, midwives, public health 
nurses, Ministry of Public Health students, and senior sanitarians (third-year 
course) from school of public health attend the Cholburi center for varying 
periods of time, ranging from 1 to 6 weeks, for field training. 


for At the center prenatal, well-baby, medical care, immunization, and venereal- 
1em- disease clinics are held regularly each week. A 24-hour midwifery service is 
i of offered to selected patients in the municipality of Cholburi. Classes for expec- 
for tant mothers are held weekly at the center. 

hof By 1955 provincial health officers from every Province in the country had re- 


ceived training at Cholburi training center. By the end of 1956, 115 health 
officers will have had field experience at the center. A total of 562 sanitarians 
will have spent 4 weeks studying at the center at the end of this year. 
id a Six weeks refresher study in the theory and practice of midwifery has been 
given to 225 second-class midwives. 
| @X- In-service training in public health nursing supervision will have been given 
to 56 public-health nurses employed by the Health Department, and 35 public 
health nursing students from the school of public health will have had field 
ol. experience at the center. 
two Forty-nine Ministry of Public Health students from the school of public health 
have spent 1 week in observation of the public-health field activities. 
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Hospitals 
Objective 
To improve facilities for medical care in Thailand through assistance to 
provincial hospitals and their related programs for training of medical per. 
sonnel. 


Operations and accomplishments 


Before 1950, there were hospitals in 20 of the 71 Provinces of Thailand. Since 
then the Thai Government has constructed hospitals in all but one Province 
(Samutsakorn). USOM has provided essential hospital equipment for many of 
these as well as to some of the Government hospitals in Bangkok. Dollar funds 
also have been spent for United States training of key physicians and nurses 
staffing these new hospitals. Modern medical care has thus become available 
to large areas that only a few years ago depended wholly on untrained doctors 
for medical services. 

Counterpart funds have provided X-ray and surgical buildings for many hos- 
pitals; a new nursing school in Korat; a midwifery school in Chiengmai; and 
financing for regional “refresher” courses for all physicians in Thailand. 


Health education 

Objectives 

To strengthen and extend the services of the Division of Health Educa- 
tion by: 

1. Demonstrating the process of community organization in local health 
projects in pilot areas. 

2. Producing effective audiovisual materials for mass distribution. 

3. Giving in-service training in health education to health workers of all 
categories. 

4. Improving mass information techniques. 


Operations and accomplishments 


Reorganization of the Division of Health Education was effected in 1955, 
facilitating joint planning for program and budget. Commodities for mobile 
information activities, educational materials production, and staff training have 
been imported. Health education staff, after graduate training in the United 
States, are gaining experience in community organization in six local demon- 
stration areas. Audiovisual staff Lave produced 3 health films, 2 filmstrips 
4 flip charts, 2 flannelgraphs, 14 posters, and 26 pamphlets, all for mass dis- 
tribution. Additional materials are in varying stages of completion. 

In-service training of health staff bas been carried out in workshops, seminars, 
lecture courses, and regional meetings. 


Environmental sanitation 
Objectives 
To reduce disease, illness, and death, and to improve the general health and 
productivity of the people of Thailand by improvements in methods of excreta 
and sewage disposal, domestic water supplies and general community hygiene. 


Operations and accomplishments 


The main effort is concentrated in northeast Thailand where a major pilot 
program is being set up. Expansion into other areas of Thailand will follow 
as staff, facilities, and other resources become available. 

Other activities include technical advice to the Sanitary Engineering Division 
of the Health Department and aid to sanitation education and in-service train- 
ing at Chulalongkorn University. 

Ten participants have been trained in sanitary engineering in the United 
States. 

Major accomplishments include: 

1. Establishment of a division of sanitary engineering in the Ministry of 
Public Health. 

2. Construction of six municipal water systems in the northeast area. 

3. Establishment of regional headquarters at Korat with buildings and 
godowns. 

4, Provision of $400,000 worth of commodities for the environmental sanita- 
tion program, 
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5. Construction and/or rehabilitation of 364 wells and small reservoirs in the 
northeast area. 
6. Construction and installation of privies, with the aid of mobile sanitation 
teams. 
Public administration 


In order to obtain the greatest benefits from its own resources, as well as from 
foreign aid made available, Thailand is seeking to modernize and make more 
effective its budgetary, fiscal, and planning procedures and the governmental 
services provided to its citizens. Without strong and effective public adminis- 
tration, the long-run progress of the Thai economy would be impossible. The 
United States is now assisting the Thai Government in this field in three ways: 
(1) advisory services in budgetary procedures and fiscal management; (2) an 
interuniversity contract to assist in strengthening facilities for training of public 
administrators; and (3) assistance in improving customs and revenue adminis- 
tration. In addition, in response to the Thai Government’s request, the United 
States will provide the services of a high-level economic adviser. 

Objectives 

1. To strengthen public administration at all levels to assure optimum utiliza- 
tion of available resources for development. 

2. To develop training facilities and professional standards for public admin- 
istrators. 

8. To assist in the development of planning methods and economic policies most 
suitable for the long-run mobilization of Thailand’s resources for development. 


Operations and accomplishments 


A public administration reconnaissance survey was made by two United States 
experts in 1952, who made recommendations on means of assisting in the field of 
public administration. Subsequently, in fiscal year 1954 the services of three 
experts were made available under a contract with Howell Associates to aid the 
Thai Government in improving customs and excise tax procedures. These ex- 
perts are advising and assisting in development of sound organization for tax 
administration, collection, and enforcement procedures, and appropriate train- 
ing programs for Government personnel in management and supervisory tech- 
niques in the field of revenue and tax laws. 

In May 1955 a contract was signed under which Indiana University would 
cooperate with Thammasat University in a program to strengthen training facili- 
ties in the field of public administration. The project is aimed toward the estab- 
lishment of: (1) a graduate and undergraduate program in public administra- 
tion at Thammasat University; (2) in-service training courses for government 
officials; and (3) a governmental research bureau and aceompanying depository 
of public administration materials. Four United States technical assistants are 
provided under the contract, and 15 Government officials will be sent to the 
United States for study and observation during each of the 3 years of the contract. 

In March 1956 an agreement was concluded under which the Public Adminis- 
tration Service (PAS), a nonprofit United States organization, will assist the 
Government of Thailand in modernizing budgetary practices and overall Govern- 
ment fiscal procedures. The aid program is making available $400,000 to cover 
the dollar costs of the contract and the Thai Government has agreed to provide 
the equivalent of $210,000 in baht. A resident staff of 6 PAS advisers will be 
sent to Thailand for the 26-month duration of the project, and other advisers for 
shorter periods. The group will include advisers on budgeting, accounting audit- 
ing, public finance, organization, and methods. These advisers will work closely 
with key Thai Government officials, acting as consultants and advisers, but will 
assume no governmental operational responsibilities. They will be attached to 
the Ministry of Finance. ‘They will collaborate with and use the training facili- 
ties of the Institute of Public Administration at Thammasat University. 

An important corollary of the work of the PAS group will be the provision of 
an economic adviser of high caliber, to be assigned to the office of the Prime 
Minister, who will work directly with leading officials of the Government of Thai- 
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land in the areas of overall economic and fiscal policies and development planning, 
The provision of this adviser was recommended also by the World Bank. He 
will advise on such problems as stimulation of foreign investment, borrowing 
policies, budget formulation and policy, and planning and implementation of 
development programs. 

OVERSEAS TRAINING 


The training of Thai nationals in the United States is an important part of 
the aid program. Trained technical personnel in large numbers are essentia] 
for progress in any sector of the economy. To overcome the serious shortage 
of qualified technicians, participants in all major fields of activity which the aid 
program supports in Thailand are being sent to the United States and other coun. 
tries for training. A total of 1,031 individuals have already gone abroad or are 
scheduled to go during the current year. To date, 558 have returned and 253 
are now in the United States. 

USOM is now cooperating with the Thai Government ministries in the selec. 
tion and processing of the participants to be financed from 1956 funds who are 
scheduled to depart for training during this calendar year. Seventeen of these 
participants will be sent for training to Japan or to the Philippines. 

For each participant, the United States Government pays for all costs of 
training in the United States, while the Thai Government of other sponsoring 
institution pays for the cost of international travel and the regular salary of 
the participant during his training abroad. Candidates are selected on the 
basis of their ability to benefit from training abroad, and on the understanding 
that they will be returned to responsible positions where they can put their train. 
ing to use for the economic development of Thailand. 

The greater number of participants has been in the fields of health, education, 
agriculture, and transportation, with some selected also from the fields of 
industry and mining and public administration. The distribution by field of 
activity is as follows: 


Training of Thai nationals in the United States, 1951-56 (by field of activity) 





Number of participants 








Returned Now in In process Total 
United States 








Agriculture and natural resources. - -- ---- pages 129 54 26 200 
III NINN 5 oc csc eclane see 50 | 12 13 7 
i erica centiniiiaah cc ogee ana tie 46 23 7 106 
tg a SC A A a a 1 2 5 ~ 
Health and sanitation __-_- Eanes ; 180 68 59 307 
ONE RES Ee eee 103 69 57 229 
Public administration..__._........-..----- a 49 25 21 95 
General and miscellaneous-----........-.--- etl cress pkednctahsip Se eee inet E 2 2 

ee ce hile 558 253 220 1,031 





Total dollar cost of the training program to date is $4,726,065, financed entirely from technical cooperation 
funds (with the exception of 22 participants costing $103,000, financed from 1956 economic aid funds), 
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ScHEDULE 3.—United States Operations Mission to Thailand 


{ Project costs, based on amounts obligated, in United States dollars, and amounts withdrawn for projects 


from the counterpart fund in United States dollar equivalents, at Baht 20=$1] 
{All projects, from the beginning of the program, Sept. 19, 1950 through June 30, 1956] 


[Figures shown are thousands of United States dollars] 


I 


Project Total Counter- 
Name of project No. dollars | part (dollar 


equivalent) 





TECHNICAL COOPERATION 









Agriculture: 

PE MIININODN soos Can oon conenwescunaaes 029 445.3 248. 5 
Improving Kasetsart University.-..........-.-..------- 130 1, 278.1 823.8 
Soil fertility and management---_...--...-.-.-.------.-- 131 89.0 58.3 
cn cdnne oa nwcaneoe 032 1, 239. 4 | 1, 441.6 
Livestock development and distribution controls------- 033 474.6 | 615.6 
Agriculture marketing and statistics_...............--.-- 035 39.0 5.0 
EIN CD GENIN 6 55 ren cmcineacannennaccaanen 034 1, 074.0 735.7 
NE is ro ete rg ee inne casas ama een 036 34.0 18.6 
Demeries improvement...............................-- 023 836.1 | 270.8 
eh aged Racin nn aobccndinenGenawsacecae hint 077 262. 9 | 49.4 
I eae 311 394. 4 36.0 
meeesson and reclamation... ..............-.-........- 314 3, 158. 7 382.8 
Gravity —— Ste aanCA Rp sbarsulcmmecwnunl 024 227.9 710.0 
ustry and mining: 

i edeetcal a lah Sieh aise anand ain 038 67.4 | 63.0 
Experimental metal mining operation......_...--.------ 132 1, 508. 6 616. 2 
Minerals exnerimentation center. ..........-.-.-------- 133 26.0 181.1 
Power facilities improvement - --._..........-.------.-.-- 041 1, 032.3 127.0 
EM nc ocingnecsninecencewmes~ 134 i Aa 
ce en cckicaeckownsnnawe 042 290.4 | __ ce ae 
as cc comenshuneaecacene O44 10.0 12.4 

Transportation: 

Nn os ecu peace 046 1, 972.3 531.8 
NN occ emcacenwenavane 135 Rees Se 
Railroad operations improvement----_-.....-.--..------ 014 1, 500. 3 281.5 
TID GUND. concer ccancassonsnn ahidaiiienaintasl 049 TO. 7 
Upper air aids........-. Kaleb eies ankesonabees=sucemanes 070 93. 1 24.9 
i ice toh ook gakeblabweanaiiinde aie 050 787.7 199. 9 
Harrovement Thai airways... -.......................... 118 Tn 
. Port operation and improvement-.--.-.......------.----- 048 855. 5 | 102. 8 
labor: Labor relations training. .............-...--..-.-.-- 051 Wee ee 
Health and sanitation: 
Environmental sanitation....................--..-....- 022 868. 8 118.2 
SS ana 2 Maw ebb emit wean memes 053 907.4 715.5 
NN ish cc rccnwicsluecsincencc-ue sedaraneete 016 1, 601.6 248. 7 
Nc a cacecsucahahanauseedaiteen wots 054 268. 4 126. 0 
In-service, preservice training. ................------.--- 072 585.0 278. 4 
nn NII se occ kw cewcneenowns 035 1, 780. 5 852.9 
en ass 017 2, 380. 4 1, 108. 6 
Suueen Ormeiele CIS0GRS.. . ........ 2. 0cc a - 0-2-5 ace 052 248. 5 80.0 
a arat eaners aaa mies acee 233 273. 4 20.0 
I OINNNIN 8 oo ors nc ca cocscwsuetocccues 213 284. 4 37.2 
EIEN EEN eee eee 222 60.8 18. 2 
i ei 223 42.3 3.6 
SS EEE ea 224 24.3 9.4 
I 225 Ue: | 5. eae fl 
Nutritional disease control. ..........-.-.---.-.----...- 218 128.8 50.0 
EE ONG Ck na duno snck meddancetieactmucave 219 eee & 2 i 
Water supply _.-.-- RS ae a era 201 29.5 233.0 
ge et cas 202 Eee es 
Education: 
EE EE ee ee ee 057 1, 381.7 225.9 
NE OUMORINO es. cos ow eccccwasecesuncncskes 710 793. 9 835.3 
Vocational agriculture schools. i 058 97.5 43.5 
Curriculum development. -___........-.....-.-- eee 060 118.1 107.1 
Secondary education. -.-_._- a a ee gg eal i ee 138 30.0 6.2 
I ee 021 2,010.3 321.5 
I TIO nc kk en wewe 123 RS et 
Improverrent Chulalongkorn University_..........---- 124 172.8 44.9 
os cecuuninsawmcimenmne 059 561.2 543.0 
NN no ncn cwane 006 J eee 
ed ee oe te ek 085 Wee cect aan 

Public administration: 
nc nncduecmecwas, 119 WES 2S oP eee fa 
Public finance improvement._.................--..---- 062 MDT. Sncinteeies 
Fiscal adsr inistration improvement..............-.-..- 146 465. 0 12.5 
Program information 065 89. 2 368. 0 
amar eslemce ee 085 BO osu 

pe laboratory improvement... ..................... 161 Te a tae 
OMG, OE ese on cine ngoondoccs 063 $80. 0 7.2 

Community development and social welfare: 

Teen a aed scam greahin Nica edi tin aines mana Washoe 130.0 
Northeast provinces social welfare....................-.|-.------|-.---------- 313.3 
War relief and rehabilitation. .............------------- Rie ee ee ee | 233.3 
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ScHEDULE 3.—United States Operations Mission to Thatland—Continued 
[Figures shown are thousands of United States dollars] 


























Project Total Counter- Other 
Name of project No. dollars part (dollar local 
equivalent) curdency 
| TT 
TECHNICAL COOPERATION—Ccontinued 
Regional: 
Ne R002 60.0 Race 
a Ee a eee R005 eee ee “> 
ae en OTIC i... ceniencinicinnnnoeecensceeipenneacclassusen ee--- a 
4 *, is i ala acai hci anneias sition gina Geicietineisininl aiaipa eesdl avian pet aaa 2,001.23. -- oe 
NN eee cannancondbassavnakas|ceubnescloacnenacsnes Lae. 01.22 = 
pe eee ee 
Subtotals for technical cooperation..--.---....---.---|-------- 36, 686.5 19, 884.8 43, 465 
DEFENSE SUPPORT 
ae oa a bm inaeasad aoa: 142 152.7 464.1 272 
cc ies ge Serene a 108 707.4 82.0 260 
cscs kno aci on bagi einm an soeine samme 066 12, 342.0 |------ 1,000 
occ ninnucaniewens Le ce lia aS 689 2, 657. 9 1, 250.0 3.010 
Aero ground services_........-..-.-....---- Ticidn srdeptaheiabe ict 050 319. 5 36.2 ” 205 
Meteorological service-........--.-- iain mentee Sealine eax 117 139. 5 5.8 175 
Malaria control. -..._...--.- peENickzoepenucenwceawinenacone 017 486.0 420.0 570 
SS ee ae ee hati 144 BAP dvmwnacace sn oa 
Railway extension, Nongkai_.........._..._. spicmitticesianed 090 1, 287.0 1, 830.0 eerie 
i cmemnoemen 091 1, 100.0 a ' 
anon moans eeenomment. -..............-------3.- 086 225.0 : 7 : Fs 
I 104 WO ie area co Bae 
Volunteer defense corps_.__.......-.-.--.-- Se eee 100 112.4 Tito 
a en be ueebwan a toeeete nS Ne 75 
DIRECT FORCES SUPPORT 
I de nec Acealne 094 2, 742.7 88.5 as 
I nc eas es 107 | 773.0 J. ‘ oS 
cee ct 115 200.0 |_- : : 
a eile ks Sic cana anndieicts nisi testis tnisinen ona kASaearn tp ila ea. 114 Lore:0:t.... a 
i sn eames ponerse 5232 Bes 5 2 ee ee 
Cee ac cokubauamwnct 5233 BRN Be sc ein ca ee 
i a a re ain omni aeaaee 5216 Be OS occecon ot ae 
ES RE Ee a eae 101 250.0 52.9 Be 
Navy training facilities._......__- caiebinaiaanekasence ss ms lil 25.0 9.4 eo 
Sn I cia ona ctaamnamem acne: pad een one 105 1, 456.9 Oa t-o. 
Sn NIN a da eenigaidwimenuan 110 1, 202.0 Ot. eee 
COMMERCIAL PROCUREMENT 
Commercial procurement (to generate Baht)_..............]....-..- 43, 603. 3 
SS O&O _————=—=_==[Ba=»_ ><¥X—[—CLCLCL_L=a_q_lapaaanE==——ST 
UN IIA ainda boca cai a sa cacisacalpinesnininsninicceicll asveunnaionc 111, 327.8 25, 000. 1 48, 977 





Of the total $111,327.8 thousand United States aid administered from ICA funds 
table III-A the following amounts were for direct military support: 

Direct forces support funds obligated in fiscal year 1955 for military construe 
tion projects ($5,676.5) and nonconstruction supplies ($5,750.): $11,4265 
thousand. 

Defense support funds programed for commercial commodity imports to create 
local currency and the local currency in turn programed for military construction 
projects ($18,373.4) and acquisition of local supplies ($3,739.) for Thai military 
forces: 








Thowsond 

nes UNE CE Nt scseiceeesesmiiiocenpeesepussbemnuniaiimbmnnisiias $14, 112.4 
en urn rn II screamer miniabenasemmennnnssiaanniol 8, 000. 0 
I ss ss ees sencnas nica emacusaebensanl 22, 112.4 
NS EOE EES: 33, 528.9 
Balance obligated for economic and technical assistance_.__...__.__-_ 77, 798.9 
i ltl 111, 327.8 


Nore.—In fiscal year 1957 the JUSMAG has proposed $2,967.2 be programed 
in counterpart support which counterpart will be derived from defense support 
aid. 
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SCHEDULE 5 
{Security classification: Unclassified] 


INTERNATIONAL COOPERATION ADMINISTRATION, 


September 11, 1956. 
From: Bangkok. 


Subject : Fiscal year 1957 operational TC program. 


Address and serial No: Washington, TOICA A-—246. 
1. After thorough review and evaluation fiscal year 1957 technical cooperation 


operational program submission now completed with full TG and country team 


concurrence. Tabular material consists of the following: 

(a) Project assistance by individual projects and cost factors—technical 
cooperation program dated August 31, 1956. Total US$4,600,000; counterpart 
total $4,105,000 (United States dollar equals B20). 

(b) Project assistance by individual projects and cost factors—regional proj- 
ects. This table covers those regional projects (both technical cooperation and 
AEDF) financed from United States dollar funds allotted to the mission and/or 
involving counterpart fund costs. 

(c) Status report United States employed technicians, technical cooperation, 
defense support, regional, fiscal year 1956. 

(d) Status report United States employed technicians, technical cooperation, 
fiscal year 1957. 

Ten mimeographed copies of these tables and one set of stencils are being 
separately pouched. 

2. Program approval of all projects listed in the table referred to in paragraph 
1 (a) above is requested. If necessary to approve an amount of funds less than 
the $4,600,000 proposed, approval of the following amounts should be withheld 
in order of listing up to maximum of delayed approvals: 

(a) Project 93-37-118, improvement Thai airways, $540,000.—This represents 
the contract services portion of this project. Funding in this amount can be 
delayed until the latter part of fiscal year 1957 as previously obligated funds 
should be adequate until that time and no contracting action is involved which 
would require immediate approval action. The participants training portion f 
the project ($60,000) should be included in initial approval as participants can be 
dispatched for training as soon as processing is completed. 


Authorizing officer: Allan Loren for Lloyd K. Larson, Director. 
Drafted by : Cabot, Tolbert, Davis. 
Office: Program. 

(b) Project 63-66-124, improvement of Chulalongkorn University, $458,000.— 
This amount, representing entire United States dollar funding for fiscal year 1957, 
is intended to initiate financing of increased contractual services and commodities 
for improvement of the engineering department of Chulalongkorn University to 
accelerate the rate of increase in the number of graduate engineers. This 
may possibly be arranged by amendment of the existing Texas contract. A 
survey is currently under way to determine the extent of services and facilities 
improvement needed, and United States dollar funding can be delayed until end 
of fiscal year 1957 without seriously jeopardizing implementing action. 

3. The total number of United States technical positions authorized for the 
fiscal year 1956 TC program was 107 as compared to 105 in this fiscal year 1957 
submission. However, considerable readjustment is to be accomplished in fis- 
cal year 1957, and by the end of fiscal year 1957 a reduction to 86 authorized 
positions is called for. The number of contract personnel in the TC program 
will increase from 58 in fiscal year 1956 to 93 in fiscal year 1957 reflecting (a) 
initiation of Technical Institute-Wayne University contract; (0%) the addition 
of services to Kasetsart University; (c) the execution of other contracts such 
as power exploratory survey which were included in prior programs although 
contracts are still being negotiated; and (d) added contracts in the public ad- 
ministration and industrial sectors. Detailed explanation is contained in proj- 
ect descriptions. : 

4. Project 93-71-160 has not been included in the technical cooperation pro- 
gram table as United States dollar funds for this project, when implemented, are 
assumed to be outside regular TC program funding. Local currency costs, when 


determined, can very probably be obtained from defense support generated 
counterpart. 
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5. The following schedule shows comparison by activity fields between the 
congressional and operational presentations: 











Activity field Congres- Operational | Difference 

sional total total (+) or (-) 
Sgnoeme.....--.--.<-.~..--.~ nacnetehbiecteehsecenasionahs 1,215 1,043 | ~172 
SEES TOCA TEAL OLEAN, 585 300 | —285 
EN i iirc ene sc nmnhecniiiebarnedineeabunwmwee 285 665 | +3%) 
ee ane a a apmanmatnn waren 40 55 +15 
Health and sanitation--..............-- chit baie pots ated 820 692 —12% 
Education._.........- ee a as ay ehecmenrer x 975 1, 193 +218 
NO ccc tnncinnecesnnensecomnctnesecnose= 190 345 +155 
Community development, social welfare, and housing----___- 105 40 —65 
i nkigeiawunsnageameseaqnst 385 267 —118 
iniiecemsecsigeriecs Rieiigtceame 
oe eave oueenececnsened 4, 600 CO Tooeneve us 





Fiscat YEAR 1957 OPERATIONAL TECHNICAL COOPERATION PROGRAM 


PROJECT DESCRIPTIONS 


The following is a listing of all projects (not including regional projects) with 
a brief description of all new projects and of continuing projects whose scope or 
character is substantially changed from fiscal year 1956: 


10. Agriculture and natural resources 
11-029 Agricultural extension and research (continuing) 


In the past under projects 11.029 agricultural extension and research; 12-131 
soil fertility and management; 13-032 crop improvement; 13-154 plant disease 
and pest control; and 16-036 rural youth, a number of activities have been carried 
out in various phases of agricultural extension and research. The major empha- 
sis of the program hitherto has been on training Thai personnel and reorganizing 
and strengthening the Ministry and related central services, but to date it has 
borne little fruit in terms of extension to the village level and the individual 
Thai farmer. The Thai Government is now undertaking the formal establishment 
of an agricultural extension service which will have departmental status in the 
Ministry of Agriculture. This project now concentrates our efforts in these 
former projects to maximize their effectiveness in support of this extension 
service. 

Rural youth activities will be included in this extension project as a part of 
this concentration of all activities of a direct extension nature in one project. 
Some research activities will be carried on in this project also in order to make 
more effective the link between research and extension and to insure that the 
results of research are carried directly into the field as part of the extension 
program. 

This reorientation of projects is part of our objective of moving the agricul- 
tural program into the field. In fiscal year 1957 it is planned to develop a regional 
organization at Korat (region III) of United States Operations Mission and 
Ministry technicians to serve as a field demonstration of work under this project 
(as well as under the credit and marketing and resources management projects 
described below). This project calls for 14 positions during the fiscal year, of 
which 5 are positions terminating during the year. It includes 4 new positions, 
3 of which( however, were already authorized in the respective fiscal year 1956 
projects. These positions would give particular emphasis to the extension 
aspects of the project. 


11-180 Improvement of Kasetsart University (continuing) 


As a result of a careful review of this project it has been agreed with Kasetsart 
University that ICA contractual assistance must carefully make possible an 
expanded program of high-grade livestock under lease arrangements to indi- 
vidual farmers and to provide breeding stock to enable upgrading of Thail nd’s 
livestock. It is hoped that, as a part of the economic development loan fund 
undertaking contemplated in the fiscal year 1957 defense support program, con- 
siderable loan assistance can be given to livestock ranchers and to the livestock 
handling and meat processing industries necessary to develop the livestock 
industry. 
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The livestock specialist and farm production specialist positions will be con- 
tinued; the animal disease pathologist position will be continued during the 
fiscal year; and new positions for a cattle geneticist and a farm equipment 
specialist are called for. 


14-035 Agricultural statistics (continuing) 


This project is continuing. It is expected, however, that it will be phased out 
jn early fiscal year 1958. 


14-084 Credit and marketing (continuing) 


Heretofore the major emphasis in the agricultural program has been on the 
production side. It has been realized, however, that a major problem in the de- 
yelopment of Thailand’s agricultural resources also lies in the fields of market- 
ing and credit. Some work has been done in this field by this project, formerly 
entitled cooperatives and credit. It is planned to give this project now some re- 
orientation and greater emphasis. It will continue assistance to cooperatives. 
The major activity of this project now will be in the development in the above- 
mentioned Korat demonstration region of credit and marketing techniques and 
institutions. Though continuing to work through cooperatives, it will also under- 
take a pilot-credit scheme utilizing a provincial credit organization to make loans 
available for farm production, farm improvement, and particularly marketing. 
This project also will be carefully planned to enable expansion by demonstration 
throughout Thailand. 

The project calls for three new technicians to work particularly in the Korat 
area: an agricultural credit adviser; a credit management specialist; and a 
cooperatives Management specialist. It also calls for the continuation of the 
agricultural equipment adviser until early fiscal year 1958 and for the termination 
of the cooperatives specialist in mid fiscal year 1957. 


18-023 Fisheries (continuing) 


This project will be phased out this year, providing only aid to complete work 
already undertaken. The emphasis on fisheries in the past has been directed 
toward production. It is felt that the objectives of this project can be fully 
achieved through this fiscal year. Continuing proposals in fisheries will particu- 
larly relate to marketing aspects. It is hoped that credit obtained through the 
mechanism of the economic development loan fund can give the needed assistance 
to private marketing facilities. 


19-087 Agriculture program administration (continuing) 


This project provides for the agricultural officer, for a new program assistant 
position, for two secretaries and for the agricultural engineer position which will 
be terminated during fiscal year 1957. 


20. Industry and mining 


21-038 Geological survey (continuing) 
21-033 Minerals experimental center (continuing) 


No change is contemplated in these continuing projects. The fiscal year 1956 


experimental metals mining operations project is completed and will not be car- 
ried in the fiscal year 1957 program. 


22-041 Power facilities improvement (continuing) 
22-134 Power exploratory survey (continuing) 
29-139 Industrial technical advisory services (new) 


As a part of the industrial development program described in 29-143 this 
project will provide three technicians under contract to assist in the establish- 
ment and operation of an industrial technical services center. This center will 
work closely with the economic development loan fund, screening loan applica- 


tions and providing technical advisory services to loan recipients and other 
private enterprises. 


29-148 Industrial development program administration (new) 

This new project reflects the planned establishment in fiscal year 1957 of an 
Industrial Development Division in USOM consisting initially of two advisers: 
the present industry adviser who will concentrate on technical aids to industry, 
and a new industrial investment adviser who will be primarily concerned with 
assisting and advising the Thai Government on means of stimulating industrial 
development and removing legislative, administrative and other obstacles to 
the growth of industry in Thailand. The major initial responsibility of the 
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industrial investment adviser will be to assist in the establishment of an economic 
development loan fund, for which fiscal year 1957 defense support funds are 
earmarked, to provide credit at reasonable terms to small and medium sized 
private enterpreneurs. 


80. Transportation 
31-1385 Automotive maintenance training facilities (continuing) 
33-014 Railroad operations improvement (continuing) 
This project has been terminated and is listed in the fiscal year 1957 program 
only to provide for the technician through November 1956. 


$7-118 Improvement Thai airways (continuing) 
39-045 Public Works & Engineering Program Administration (con. 
tinuing ) 

This project provides for the public works and engineering officer (formerly 
earried as public works and industry officer), the regional transportation ad. 
viser, the chief, engineering section, an administrative assistant, and a new 
telecommunications adviser position. 


40. Labor 
41-051 Labor relations training (continuing) 


50. Health and sanitation 


53-058 Rural Health (continuing) 

In the past the aid program has carried several separate Public Health pro}j- 
ects working in Thai Government divisions and departments. These include: 
52-022 Environmental sanitation; 53-053 Rural health; 54-054 Health educa- 
tion; and 54—072 In-service and preservice training center, Cholburi. There ig 
now a need to provide for fully planned extension of public health services 
throughout Thailand. United States technicians will continue to work closely 
with the Ministry at the national level, but also the activities of the above four 
projects will be reoriented to undertake a specific demonstration operating pro- 
gram in selected rural areas designed to accomplish specific objectives within a 
given time period and with a view to establishing reasonable standards for rural 
improvement which could be then multiplied throughout the country. Apart 
from existing village demonstration projects at Bhuket and San Sook, it is en- 
visaged that the Korat area (as was the case in the agricultural program) 
where a pilot regional health organization has recently been set up will be 
particularly selected for this demonstration. It is felt that the development 
of a successful program along these lines would also be of great benefit as a 
spearhead in setting up a community development program in Thailand. 


54-016 Medical education (continuing) 


Assistance to medical education is continued primarily as a means of pro- 
ducing qualified staff for Thailand’s public health organization. The project 
is planned so as to provide training and technical assistance to lay the ground- 
work for a third medical school. Expansion of this activity is planned next 
year, assuming that final agreement is reached in fiscal year 1957 on the es- 
tablishment of a new medical school at Chiengmai. Assistance will be con- 
tinued to complete the establishment of the schools of medical technology at 
the two existing medical schools. 


55-055 Hospital improvement (continuing) 

Assistance in equipping hospitals will be phased out this year in order to con- 
centrate available resources on public-health services and on preventive medicine 
rather than on medical care facilities. The project, as in prior years, provides 
for overseas training of several participants in the field of nursing education, 
since a substantial portion of the nursing education facilities in Thailand are 
located in the hospitals. However, this activity will also be phased out this 
year, and further assistance in the field of nursing education will be provided 
only insofar as it makes a significant contribution to the development of a new 


and effective nursing education institution, possibly in conjunction with the 
third medical school. 


59-056 Health and sanitation program administration (continuing). 
60. Education 
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61-057 Technical Institute (continuing) 


This is a retitling of the improvement technical education facilities project 
and provides for the imminent Wayne University contract funded in fiscal year 
1956. 


61-162 Vocational education (continuing) 


This project has been redesigned and combined with the vocational agriculture 
schools project to provide for the careful planning of an integrated program to 
upgrade vocational education in Thailand. The vocational education adviser 
will assist the Ministry of Education in this respect, coordinating and assisting 
in the planning of the activities of the two vocational agriculture technicians, 
the Wayne University team, and the educationist printing trade technician. The 
educationist commercial education and the educationist electrical trades are 
being terminated in early fiscal year 1957. During this planning phase no 
further technicians are contemplated. 

The technical assistance and commodity aid to the vocational agricultural 
schools wil be provided in order to improve teaching staffs and to develop 
instructional materials and more practical curricula. United States assistance 
is now focused primarily on 2 of the 16 agricultural schools: Mae Joh, at Chieng- 
mai, which is limited to high-school graduates, and whose graduates go on to the 
Agricultural University ; and Surindr, which is the only one training agricultural 
teachers. In fiscal year 1957 assistance will be given in developing another 
center for training agricultural teachers for the southern areas at Nakornsrid- 
hamras. 

With regard to other vocational education facilities, the program to date has 
centered almost exclusively on the Technical Institute, in Bangkok. There is 
also, however, a need to develop the potential of numerous other trade schools 
which serve different student groups. Facilities in these schools are outmoded, 
and available teachers need to be trained in the use of power equipment, ete. 
There has been only a limited effort to provide training in fields other than 
carpentry or to meet adult education needs through part-time or evening classes. 
The vocational education adviser will survey the needs and assist in formulating 
a program for developing certain of the trade schools as demonstration centers 
to guide the further development of other vocational schools. 


64-149—Elementary education (continuing) 


The major areas of United States assistance to the education program in 
Thailand are vocational education carried in 61-067 and 61-162 above, elemen- 
tary education, and university-level teacher training. (The secondary education 
project will be phased out this year and the other project in the education pro- 
gram, improvement Chulalongkorn University engineering, is designed to up- 
grade technical training in a particularly high-priority field.) 

The elementary education project is a relatively large concentration of effort 
on the upgrading of the elementary educational system in Thailand through 
general guidance at the ministerial level, demonstration schools, and particular 
emphasis on preservice and in-service teacher training. This project includes 
the former curriculum development Chachoengsao project and the school-level 
portion of the former teacher training project, and the former development of 
in-service and supervisory activities project. 

‘Technical assistance and community aid are provided for the development 
of demonstration primary schools and primary extension schools to serve as 
guides to the Ministry of Education in further developing secondary schools 
throughout Thailand, using Thailand’s own resources. Two continuing positions, 
curriculum instructional material and vocational agriculture are provided and 
one new elementary educationist position is included with incumbent to arrive 
shortly. The administration and supervisory position was terminated early 
in fiscal year 1957. 

Work in the teacher training schools, primarily directed toward upgrading 
the elementary schools, will be continued with concentration on advice at the 
ministerial level and in selected training schools. Two continuing technicians, 
teacher training and home economics, and a new position, teacher training, gen- 
eral, are provided. 


65-138 Improvement secondary education (continuing) 


This project provides for continuing technical assistance and commodity aid 
in the general improvement of the secondary school system with particular 
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emphasis on the establishment of 4 demonstration high schools to serve as guides 
for the future development of secondary education in Thailand. Separate project 
assistance in this field will be phased out at the end of this year with whatever 
continuing advisory assistance necessary thereafter to be provided by the tech. 
nicians called for in the general education program administration project. The 
secondary education technicians now under recruitment for this project would 
thus be carried in the program administration project after this year. 


66-021 Teacher training, university (continuing) 


This project covers the Indiana University contract portion of the former 
teacher training project. 


66-126 Education Program Administration (continuing) 
66-124 Improvement, Chulalongkorn Uniwersity, Engineering (contin. 
uing) 
70. Public administration 
72-119 Bangkok city planning (continuing) 
75-098 Modernization of Government fiscal management (continuing) 
This project which includes the Public Administration Services contract group, 

will be expanded to include the services of a new tax administration adviser 
specialized in real-estate taxation, who has been requested by the Ministry of 
Finance. Also included under this project is the technician formerly provided 
under the Howell contract (formerly project No. 75-062, Public finance improve 
ment—revenue collection). This project will coordinate the services of this 
entire group of technicians in the field of budgetary management and contro] 
and revenue administration. 


75-146 Economic policy and planning (continuing) 


This project, formerly entitled “Financial Administration Improvement,” 
includes the services of the economic adviser (Loftus) and is retitled “Economie 
Policy and Planning” to indicate the true nature of his assignment. Also in- 
-cluded is a secretary to be assigned to him, as well as provision for eight partici- 
pants to be chosen from the Ministry of Finance, the National Economic Couneil 
and other agencies, for training in the fields of economic analysis and national 
development programing. 


77-063 Public administration institute Thammasat University (continy 


ing) 
78-156 Government statistical services (new) 


This project will provide for three technicians under contract to assist in the 
development and strengthening of central statistical services in the National 
Economie Council and other central programing agencies. These technicians 
‘will be primarily concerned with the improvement of collection and analysis of 
statistics required for national economic development programing and for cob- 
tinuous review of economic progress in the various sectors of the Thai economy. 


79-147 Public administration program direction (continuing) 


In addition to the present Public Administration Adviser and his secretary, 
this project will provide for a new specialist in government organization and 
methods, to assist in the improvement of general government managelent. 
Both of these advisers will be available to assist the Thai Government in estab- 
lishing means of improving the efficiency of government organizations, leading 
possibly to the establishment of an organization and methods unit under the 
Council of Ministers or elsewhere for continuing this activity on a permanent 
basis. 


80. Community development, social welfare and housing (continuing) 
81-157 Community development (new) 


This project provides the services of a specialist in the organization and 
administration of community development programs, to advise and assist the 
Thai Government on methods of integrating at the village level the field services 
of the established Ministires, the training of necessary field workers, and the 
‘implementation of a national community development program. 
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90. General and miscellaneous 
92-065 Program information (continuing ) 
98-086 School of nuclear science and energy (continuing ) 
98-140 Atomic energy for peaceful uses (new) 

This project, originally proposed but not carried out under the fiscal year 
1956 program, provides for training in the United States of eight participants 
in utilization of atomic energy for peaceful uses in various fields. 

§9-102 Program operations (continuing ) 


ASSISTANCE TO TAIWAN 


Senator ExvLenper. In Taiwan, as I pointed out before, we have 
given to that little island until it hurts and its economy has never 
been as prosperous as it is now. Nevertheless, we are still making 
money available to them for many projects assisted in the past 
through these grants. 

I am not going to discuss each of these but I would like to go into 
at least two of them. 

The first is the Shihmen Dam. Mr. Chairman, I would like to read 
into the record an excerpt from my 1955 diary which follows: 


We stopped at a large village to visit the headquarters of Shihmen plant and 
commission located in a large two-story building. This commission has been 
at work for over a year planning the erection of the Shihmen Dam. It has 
spent much counterpart funds in exploiting the damsite and borings. Enough 
work has been done to determine the cost. <All of the expenses have come out 
of the counterpart funds. We have assumed the entire burden. As I previ- 
ously stated, it will cost $44 million, of which we are asked to put up $12.4 
nillion in cash over a period of 4 years and the rest, I presume, will be paid 
out of counterpart funds and some small contribution by the Government. 

It will not result in increasing the acreage now in cultivation but merely 
bring more water to land now under irrigation. All of the ponds now scattered 
over the area and which serve as reservoirs will be filled at will from the dam 
and thereby give ample water all the time. In other words, this is a multipur- 
pose project. Thirty-six percent of the cost of the dam would be charged to 
the development of electricity. It is proposed to erect three generators with 
a capacity of 40,000 kilowatts each. Only one is included in the cost figures 
proposed. The remaining two will be built later. Forty-four percent of the 
estimated cost would be chargeable to irrigation, 12 percent for flood protec- 
tion and 8 percent for water supply to villages and cities in the area. As I 
indicated before, we will end up in paying the entire cost of the project. 


Now, that was my statement made in 1955 and what I meant by 
that was to counterpart funds furnished by us and various loans, I 
didn’t expect the loans to be made, to be frank with you, because we 
did not have the development loan program at that time. { Reading 
further : | 


If we are to assist, it should be done on a loan basis and in no other way. It 
isa revenue producer. It is contended that the transaction will be on a loan 
basis as between the host government and the authority that will build it but 
the proceeds of the loan would be furnished by us and the repayments will be 
made to the Nationalist Government to create a revolving fund to construct 
other projects. 

As I said before, our people here have given the green light and word from 
Washington is being awaited. In the meantime, the Chinese lobby is now work- 
ing on our people on the Washington level. I was informed that the lobby was 
also busy trying to get $34 million more from us because that sum was necessary 
to balance the budget of the host government. Our people on the local level 
have opposed such an increase. The damsite is very imposing. I went up to 
see it. Very little cultivatable land will be inundated as the river forms more 
or less a gorge from the damsite on to the source of the river. I am no expert 
but I questioned the capacity of the lake to be formed. It will run only a few 
kilometers to the north with a water basin exte nding 60 kilometers only. The 
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Japs built a diversionary tunnel through the mountains at the side of the dam. 
It is proposed to cut the supply of water off at the river intake and connect with 
the tunnel further down the river. The engineers seem to be most enthusiastic 
and my guess is that enough pressure will be brought to bear to cause Washing- 
ton to act favorably. In the meantime, our people here who are working day 
and night for Formosa will no doubt evolve other schemes that will mean even 
more funds to be expended. 
REPORT ON SHIHMEN DAM 


Now I would like to read from my 1956 report. 

On page 277 of this report appears the cost of the Shihmen Dam 
which was given tome by ICA. The amount totals $45,770,000. 

Now, Mr. Me Intosh, I notice from the record that the cost of this 
project instead of being $45,770,000, now amounts to $72,446,000. And 
you propose a loan for ‘this project of $21 million. 

Mr. McInrosu. $21,500,000. Could I comment at this point on it! 

Senator ELLENpeR. How much money has already been given by 
our Government for this project ? 

Mr. McInrosu. ICA has contributed, I believe, the equivalent of 
$7,794,000. The total estimated cost of the project at this time is 
$72,174,000. Those funds will be obtained in several ways. 

Senator ELLenperR. Wait. What has caused the cost to go up! 

Mr. McIntosu. The increased estimated cost is due to a number of 
factors. First, they are now providing for an additional power unit. 

Senator ELLenper. It was included in the figure I obtained from 
my report. 

‘Mr. McInrosn. No, the original estimate included only one. They 
are now providing for two. “The estimated total dollar cost of the 
project in 1955 was $14,800,000. The estimated dollar cost in 1958 
is $29,200,000. 

Senator ELLenpeR. What has caused it to go up? 

Mr. McIntosu. One is the additional power unit. I believe that 
redesign of the facility was another factor. The other is an increase 
of about 30 percent in the cost of equipment and the third one isa 
decision to engage U.S. consulting design and construction engineers. 
Now, the consulting engineers on this project are Tipett, Abbott, 
McCarthy & Stratton, an American firm: the contractor is Morrison- 
Knudsen. 

Senator ELitenper. I know all about them. 

Mr. McIntosu. The original estimated cost of the technical service 
was $700,000, the present cost estimated of Tipett, Abbott, McCarthy 
& Stratton is $2 million, Morrison-Knudsen $214 million or an increase 
of $3,800,000. So those are some of the items that make up the 
increased estimated cost. 

Senator ELtenper. That accounts for only $5 million. 

Mr. McInrosu. Also the increase of the additional unit, and 30 
percent increase in cost of the equipment. 

Senator Eiienper. As I pointed out in my diary of 1955, the cost 
was estimated to be $44 million and now it is $72 million. 

Mr. McInvosu. The cost of many things in the United States also 
exceed the estimates, Senator. 

Senator ELLenper. I know. What is the benefit-cost ratio on the 
dam, do you know ? 

Mr. McInvtosu. I do not know offhand. 

Senator Ex.enper. You have had this project reevaluated by 
American engineers and almost doubled the cost. When I was 1 
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Taiwan in 1955 as well as in 1956, I stated then and I state again that 
to spend $44 million for a project of this kind was unconscionable. 
Yet you are now going to loan $21,500,000, and the cost has now in- 
creased to $72 million. I think it is shameful. Did you go into this 
matter to find out what the original cost was? 

Mr. McInrosn. Senator, we have spent many months studying 
this. I have inspected it myself. I have been on the ground. We 
have engineering reports. We have a great deal of information 
from the embassies, from ICA missions, from our own studies; I think 
there are many projects in this country which show a much greater 
increase over the estimate than this. We have it right here in Wash- 
ington and all over the United States. 

Senator Eitrenper. I am on the Public Works Subcommittee and 
[have never seen any increase of this amount over a period of 2 years. 
Mr. McInrosn. I read about them in the papers every day. 

Senator ELLenpER. Over a period of 2 years ? 

Mr. McIntosn. You have many projects in the United States built 
by the Federal Government, built by municipalities where the esti- 
mated cost is $10 million and the final cost is $40 million. But I 
think we—— 

EXPENDITURES ON DAM 


Senator Exxenver. I would like to have a detailed account of what 
has been spent up to now on this project by our Government and I do 
not mean counterpart funds. 

Mr. McInrosu. In your own report in 1956, Senator, you stated 
in connection with the Shihmen Dam, this is quoting from your 
report, 

Cost estimates vary in direct proportion to the scope of the facility. That is 
whether it will contain one or two power units. 

Senator Ertenpver. Right. That is correct. 

Mr. McIntosu. So one of the reasons for the increased cost is just 
because it is going to contain two power units. 

Senator Ertenper. But it would not double the cost, Mr. McIntosh. 

Mr. McIntosu. The other factors I listed. 

Senator ELiENper. The difference in cost should only amount to but 
afew.million dollars. 

Mr. McInTosn. Oh, no, the additional cost for technical supervision 
alone is $3,800,000. 

Senator ELLenver. The cost of one power unit was $14,973.000. 
With the second power unit added it would be $16 million, according 
. a.” estimate contained in my report. Those figures came from 
the A. 

Mr. McInrosn. The other items have increased since, Senator. One, 
an additional technical service of $3,800,000. I think those services 
willinsure a better job. I think it is worth the money. Then also— 

Senator ELtenper. Worth it to whom? 

_Mr. McIntosn. To the United States and to Taiwan. Would you 
> to. have this job proceed without American engineers and con- 
ractors ? 


_ Would you like to have this job proceed without using U.S. consult- 
ing engineers ? 


38932—59—__ 60 
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FEASIBILITY OF PROJECT 


Senator E,Ltenper. Mr. McIntosh, when I first saw this project J 
did not think it feasible because of the small amount of area that 
would be covered. When I talked to ICA in 1956, they were a little 
bit worried about the feasibility of this project even at a cost of $44 
mililon and now the cost is $72 million and you are going to loan, 
$21,500,000. 

Mr. McIntosu. I would like to make some additional comments on 
this with your permission. 

Senator Etitenper. I wish you would because I want to go into great 
detail on this matter. If you do not have it now, put it in the record. 
I really believe that this project is not feasible. For such a project 
as the Shipmen Dam you would not get a dime on it in this country, 
in my humble judgment. 

Mr. McInrosu. That is scarcely consistent with the opinion of 
Morrison-Knudsen, which is certainly a reputable concern. 

Senator ELLenper. They are big builders. They built a dam in 
Afghanistan and, of course, you know all about that. 

4 Mr. McInrosu. I am only a businessman. I inspected it myself, 
ut 

Senator ELLenver. Inspected what? 

Mr. McInrosu. I went to the site of the dam. As I say, I am only 
a businessman but we are relying on the advice of engineers, and they 
estimate that this project will irrigate 57,260 hectares of land. That 
is about 145,000 acres. 

Senator Ex,enperr. That is wrong. The land there is already irri- 
gated. What you will do is supplement it. That is all you willde. 
This dam will merely fill the huge pools that are already there. 





ENGINEERING REPORTS 


Mr. McInrosu. How do you explain the recommendation, Senator, 
of the engineers and of our mission and of the Embassy ? 

Senator Evtenper. Self-interest. 

If you look into this matter you are going to see that it will not 
bring out one single, solitary hectare in irrigation more than you 
now have. All it will do will be to supplement the water that is now 
available. That is all it will do, nothing else. 

Mr. McInrosu. The engineering reports that we have state that 
this project will reduce floods which have previously caused great 
damage. It will supply water additionally for 100,000 people, later 
340,000 people, and irrigate better this additional land. 

Senator ELLenper. Better, yes. 

Mr. McIntosn. And also other benefits. The engineers state that 
it will increase production of rice by 72,000 tons annually and that 
the total annual benefits to the economy of the country from this 
project will amount to $224 million annually as against total fixed, 
operating, and maintenance charges of $154 million, given a bene- 
fit-cost ratio of 1.45. Now, we are relying upon the information. 

Senator ExLeNpER. $224 million annually? 
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Mr. McIntosu. We are relying upon the information we have from 
the reports of the engineers. 

Senator ELtenper. What a change has come about since 1955. I 
want tosee that report. Do you have it available? 

Mr. McInrosH. We have many reports. 

Senator E.itenper. The applications, I mean. I would just like 
to see it. 

Mr. McInrosu. We have many reports. 

Senator ELtitenver. As I said, and my report shows it, this dam will 
not increase the acreage under irrigation at all. It will simply supply 
a more constant amount of water and give more water for the same 
land. 

Mr. McInvosu. Isn’t that good ¢ 

Senator ELLENpDeR. Sure. But the value of it is not $224 million 
If that were the case, you can get out of Taiwan. 

Mr. McInrosu. That figure is in new Taiwan dollars. 

Senator E:tenper. You furnish the statements. You can get. it 
from ICA and I would like to see if they differ from the ones I have in 
my reports, because I have them here with Mr. Scott. 

here is one more project I would like to have discussed. I would 
like to go into other projects but the data I have placed in the record 
previously should adequately illustrate my criticism of certain 
projects. 
LOAN TO INGALLS TAIWAN SHIPBUILDING & DRYDOCK CO. 


There is a loan of $414 million to the Ingalls Taiwan Shipbuilding. 
As I understand, it is a loan guarantee on a loan made by the Bank of 
America. 

Mr. McInrosu. Two banks, the Bank of America and the Marine 
Midland Trust Co. 

Senator E.ttenper. Anda direct loan of $2 million. 

Mr. McIntosH. That is right. 

Senator ELttenper. To whom is that made? 

Mr. McIntosu. That is made to Ingalls Taiwan Shipbuilding & 
Drydock Co. 

ator Evxenver. Mr. McIntosh, do you know how much money we 
have spent on that project before Ingalls came into the picture? 

Mr. McIntosu. The Chinese Government, presumably with money 
secured from us spent a great deal of money. 

Senator Ettenper. Exactly. My report, which I have previously 
included in the record, will show the amount. 

Thave taken pictures of it, which show it asa going concern. How- 
ever, because of a lack of technology there we had to operate it for 
quite some time. Is the Ingalls Corp. the same corporation that does 
work at Pascagoula, Miss. ? 

Mr. McInvosu. It isan affiliate or subsidiary. 

Senator Exrenper. It is an affiliate. Of course, that company 
should be well able to finance this work. 

To what. extent did the Ingalls Co. put any money up as to this 
project? Do you know? 

_Mr. McIntosu. We are loaning the money to an existing organiza- 
tion which has an equity investment in it. 
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LOCAL INVESTMENT 


Senator ELLENpER. Do you know how much they spent? 

Mr. McIntosu. The total amount required by them for this project 
is $18 million. That has been secured through the following sources: 
A loan of $2 million from us, loans of $414 million, New York banks, 
their own participation to the extent of $1,030,000 local borrowing, the 
equivalent of $9 million. 

Senator ELLENDER. From whom? 

Mr. McIntosu. I think from local banks. 

Senator ELienper. It is not from the Government ? 

Mr. McInrtosn. I think from the Bank of Taiwan. 

Senator ELLenper. That is a Government institution. 

Mr. McInvosu. That is right. But they are borrowing the money, 

Senator ELtenper. It is chuck full of counterpart funds. Can you 
tell me whether or not they were counterpart funds? 


SOURCE OF FUNDS 


Mr. McInrosu. They are borowing the money from the bank. We 
don’t know of which funds the bank is using. This is an existing 
bank, the Bank of Taiwan. And then the Government of China 
through the Taiwan Shipbuilding Co., which previously operated this 
facility, they are putting up $35 million NT dollars, worth approxi- 
mately $1 million. 

Senator ELtenper. That is, of course, counterpart funds, I am sure, 
Could you check and let us know ? 

Mr. McIntosu. They are funds of their own they are putting up. 
We don’t know, I don’t believe, the source of the funds. 

Mr. Morpny. As far'as we know, Senator, they are not counterpart 
funds. I would like the opportunity to check it and verify it in the 
record. 

Senator Exienper. I wish you would. 

Mr. Murpuy. Yes, sir. 

Senator Exitenper. Whether it comes from their tax resources. 

Mr. Mcrrpny. Yes. 

Senator Ex.enper. As I stated, Mr. Chairman, I have other loans 
that I would like to go into but I do not want to take the time of the 
committee. The information from my 1956 report should indicate 
that these development loans in the Far East are merely augmenting 
grants previously made. 

Chairman Haypen. Yes, sir; that will be satisfactory. 


LOANS TO THAILAND 


Senator Extenver. Next is Thailand. There is one loan for $20 
million. Is that to the city of Bangkok or is it direct to the Govern- 
ment ! 

Mr. McIntosu. That is to the Metropolitan Electric Authority and 
that is an autonomous Government agency. 

Senator Exttenper. To Thailand, we already have given economic 
aid amounting to $147,150,000,. which includes outstanding loans of 
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$97 million and they are in for a nice sum for 1960. Next is Vietnam. 
We have made available to South Vietnam in economic assistance 
through June 30, $967,923,000 including loans of $53,300,000, and 
they are in for a huge sum for this coming year. You have already 
made a loan to them of $19,500,000. What is that amount going to be 
used for ¢ 

Mr. McInrosn. That is for a water supply for the city of Saigon. 

Senator ELLENpER. You mean to put down mains. 

Mr. McIntosn. Yes, it is. The water at the present time is inade- 

uate in volume and it is not safe, not clean, and this will increase 
the capacity of the system and will enable them to deliver clean, safe 
water. Saigon, as you know, is a very big city today. 

Senator ELxenper. I know it is. 

Mr. McIntosn. The water supply is totally inadequate. 

Senator ELLENDER. It is now very prosperous. I was there when 
the French were there and I was there after. It looks like a metro- 
politan city as a result of all the aid we have furnished them. I was 
very hopeful that they could now carry on for themselves. For us 
to continue to assist them as we are, particularly with borrowed 
money, is something I cannot see. 

Mr. Chairman, I appreciate your indulgence. This concludes my 
examination. 

Chairman Haypen. Yes, sir. 

Mr. Murenuy. Mr. Chairman. 

Senator Etienper. Thank you very much, Mr. McIntosh. 

Mr. McInrosu. Thank you. 


ADDITIONAL EXPLANATORY INFORMATION 


Mr. Mureny. The Senator has obtained permission to put in this 
additional material about other projects? I wonder if the Senator 
would object if when we receive this other information, and if we 
have explanatory information, we also added it in the appropriate 
place. 

Senator ELtenper. Yes, indeed. I want facts. You know me. 

Mr. Murrny. Yes, sir. Thank you. 

Mr. McIntosu. Those figures I gave, Senator, in connection with 
the Shihmen Dam, I would like to check those. I am giving them 
verbally. Some may or may not be accurate. I want to assure you 
we. made a very careful study of the project and our Board recom- 
mended the loan. 

Senator Extenper. I would simply like to know, as I said, the de- 
tails of these expenditures. I notice in your loan applications one for 
aglass factory. Look into that one closely, will you? 

Mr. McInrosu. I inspected that glass factory myself. 

Senator Ernenver. You did? So did I. I was there when they 
got the first glass out. If you go into that, please look at my reports. 

Mr. McIntosu. We certainly will. 

Senator Exvtenper. If I can be of any assistance, I will be at your 
Service. 

Mr. McInrosn. Thank you, Senator. 

Chairman Haypen. Thank you for appearing. 
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COST OF CRISES 


Senator DworsuAx. Mr. Chairman, could I just clear the record? 

A little while ago we referred to the emergency cost meeting the 
Quemoy uprising. I checked with the Defense Department to try 
to get some accurate figures and all I could get was that the combined 
cost. of the Lebanon and Taiwan crises was $193 million. If you arbi- 
trarily took half of that it was between $90 million and $100 million 
for getting the Quemoy crisis. 

I do not know whether it is reasonable to assume that Taiwan met 
that crisis efficiently. They were patriotic and they did a good job, 
But it would appear that it cost us about $100 million. So regardless 
of how we had built up their military resistance and capabilities we 
were called upon in this crisis as we will in every crisis in every coun- 
try we have helped and it would be preposterous to assume that any 
of those small countries could defend themselves, notwithstandi 
the $5 billion which we have poured into them since the end of Worl 
War IT. 

Mr. Morpny. Mr. Chairman, I didn’t mean to imply in my remarks 
in the exchange with Senator Dworshak, that any of these countries 
should be expected to be able to withstand this kind of an effort alone. 
The only point I was trying to make was that regardless of how much 
it cost the United States, it would have cost a lot more had we not 
lifted these countries up to their current capability. 

That was the only point I wanted to make. 


LeTTerR From UNpDER SECRETARY OF STATE FOR EcoNOMIC AFFAIRS 
(See p. 640.) 


Chairman Haypen. Mr. Douglas Dillon, Under Secretary of State 
for Economic Affairs, could not be here since he is in New Zea- 
land. I have received a letter from Mr. Dillon with reference to 
the Development Loan Fund which I will insert in the record at this 
point. 

( The letter referred to follows :) 


UNDER SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS, 
Washington, D.C., April 3, 1959 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee. 


Dear Mr. CHArRMAN: I am sorry that I will not be able to appear before 
your committee in support of the President’s request for the $225 million sup 
plemental for the Development Loan Fund. I had hoped to be there but it 
now turns out that at the time your hearing will take place I will be in New 
Zealand at the SEATO meeting. 

We feel that this Fund is so important that Chris Herter will appear to pre 
sent the request to the committee. 

I am aware of and deeply appreciate your continued support of the Fund 
and the mutual security program as a whole, and I will not try to restate 
its importance. However, I do want to bring to your attention that there has 
been some confusion in the House debate on the supplemental by repeated 
statements that the Fund has not obligated all of the capital it now has and 
hence that it does not need this supplemental but can wait until fiscal 190 
funds are available. 

This argument completely neglects the essential fact which is that the Fund 
has already committed by letters of commitment published in the country we 
are aiding all but $800,000 of its original $700 million of capital. Just as in 
the case of the Export-Import Bank, whose procedures we follow, we consider 
that when a commitment has been made we cannot then commit this money 
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to any other applicant and, of course, when all the capital has been committed 
none remains for further loans. This is our present situation. 

The issue is very simple: Shall the Fund be provided with the capital neces- 
gary to continue to act on loan requests or shall it be required to suspend ac- 
tion until fiscal 1960 funds are available some 5 months from now. 

I believe the appropriation of the full funds requested is extremely important 
to the conduct of a strong foreign policy, and I hope you will be able to give it 
your support. 

Best regards. 

Sincerely yours, 


DovucLas DILLON. 
PREPARED STATEMENT 


Chairman Haypen. The committee has received a great number of 
communications urging the full restoration of the House cut of $125 
million in the estimate for the Development Loan Fund. Many of 
these communications were from members of the League of Women 
Voters. Mrs. Oscar Ruebhausen of New York City who represents 
the League of Women Voters of the United States was with us yester- 
day, but we did not have an opportunity to hear her. I will insert a 
oot her statement in the record at this point. 

(The statement referred to follows :) 


STATEMENT BY Mrs. Oscar M. RUEBHAUSEN, A FORMER MEMBER OF THE BOARD OF 
DIRECTORS OF THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES, IN SUPPORT 
OF THE SUPPLEMENTAL APPROPRIATION FOR THE DEVELOPMENT LOAN FUND 


Tam Mrs. Oscar M. Ruebhausen, a former member of the board of directors 
of the League of Women Voters of the United States and for 13 years their 
official observer at the United Nations. I am speaking today for the 126,000 
members in more than 1,000 local leagues located in all 50 States and the District 
of Columbia. 

The league has supported foreign economic aid programs since their beginning, 
including the European recovery program, the economic aspects of the mutual 
security program, the point 4 program of technical cooperation and multilateral 
technical assistance. While continuing to support proposals for economic de- 
velopment and technical cooperation, our members are now in the midst of a 
2-year study of overall U.S. foreign policy. In this study they are examining 
the further potentials in foreign aid for giving impetus to the movement toward 
growth and stability in the developing countries. 

More than a billion of the world’s 2.7 billion people occupy more than a third 
of the world’s land area in Asia, Africa, and the Middle East. To the developing 
countries in those areas should be added countries in South America which are 
beginning to discover their inherent growth potential. If we are to foster world 
conditions which will most effectively preserve our interests, we should make 
ita keynote of our foreign policy to encourage the maturity, independence, and 
reliability of these developing nations. 

The lesgue believes that the Development Loan Fund holds great promise for 
the implementation of this part of our foreign policy. As this committee well 
knows, the DLF was established only after studies by the Senate Special Com- 
mittee To Study the Foreign Aid Program had shown the need for such an 
agency. 

Attracting private investment to these countries is an urgent need if they are 
to become full partners in the world community. We believe that the Develop- 
ment Loan Fund is a prime necessity since its purpose is to promote fundamental 
economic improvements to encourage private investment. 

The Fund has made real progress in the 2 years of its operation in sorting out 
and granting long-term loans to governments and private individuals in these 
countries, loans which neither private capital nor agencies such as the World 
Bank could undertake. Because its criteria are more flexible than those of 
other agencies, it has been able to make a beginning toward meeting the need. 

Three months before the end of this fiscal year the Fund’s capital resources were 





950 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 
3 


almost completely committed. On March 19 it had a backlog of $1.5 billion 
applications for loans, but only $800,000 remained in the Fund. 

When Congress last year hesitated to appropirate the $625 million authorized jp 
view of the fact that the Fund had only begun to commit its lending capital, it 
stated that if more money was needed the administration might present a request 
to replenish the Fund at this session. 

You have already received detailed reports of how the money appropriated 
has been obligated and the procedures by which the Fund makes obligations. We 
believe that the need has been clearly shown. 

We, therefore, urge that this committee recommend the appropriation of the 
full $225 million remaining in the authorization for the Fund. 


PREPARED STATEMENT 


Chairman Haypen. I will also insert in the record a statement 
submitted by the American Association of University Women. 
(The statement referred to follows:) 


STATEMENT IN SUPPORT OF PROGRAMS COVERED IN SUPPLEMENTAL APPROPRIATION 
REQUESTS 


Submitted on behalf of Dr. Maycie Southall, professor of elementary education, 
George Peabody College for Teachers, and chairman, committee on elementary 
and secondary education, American Association of University Women; Dr, 
Meribeth E. Cameron, academic dean and professor of history, Mount Holyoke 
College, and chairman, committee on international relations, American Associa 
tion of University Women; Dr. Eunice C. Roberts, assistant dean and coordi- 
nator of women’s education program, Indiana University, and chairman, con- 
mittee on higher education, American Association of University Women; Mrs, 
Walter Bain, of Illinois, chairman, committee on legislative program, American 
Association of University Women 


The American Association of University Women wishes to submit the following 
statement in support of two programs covered in the omnibus supplemental appro- 
priations bill which this committee has under consideration at the present time. 
These two programs are the National Defense Education Act, enacted in 1958, and 
the Development Loan Fund, which is a part of the mutual security program. 

For the benefit of those members of this committee who are not acquainted 
with the work of the American Association of University Women, we shall take 
the liberty of pointing out that our organization, now over three-quarters of a 
century old, was founded and continues solely for the purpose of uniting college- 
educated women in furthering their own intellectual growth and for work in the 
public interest as a responsibility of citizens who have had the privilege of a 
college education. The association has a membership of approximately 145,000 
college graduates organized in 1,415 branches in the 49 States and Territories. 

Because we recognize the great pressure under which this committee works, 
we shall attempt to be brief. We are convinced that much of what happens in 
the world within the next few years depends largely upon actions taken in this 
committee. 

We believe both programs to which we wish to speak are integral parts of 
adequate national planning and principal instruments for the advancement of 
sound domestic and international policy. 

In support of the National Defense Education Act we should like to point out 
that education, like peace, has become a worldwide problem which no longer is 
separable from the well-being and survival of mankind. 

Our own Nation’s crisis in education support, generated by an exploding birth 
rate, the mass of new knowledge, and the increasing need and desire for education 
created by this new knowledge, must be faced squarely. The National Defense 
Education Act has proved a very useful step in that direction in the short period 
since its enactment, although it has been badly handicapped by the very limited 
appropriation last August of just $40 million to be divided among the States, Be 
cause we are so impressed by the enthusiasm with which this legislation has beet 
accepted and because we believe so firmly in the potential effectiveness of each 
title of the act, the association supports appropriation of the $75.3 million supple- 
mental appropriation requested by the administration for the implementation of 
the National Defense Education Act through June 30, 1959. The American Asso 
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ciation of University Women also urges appropriation of the $150 million included 
in the President’s budget for the National Defense Education Act as a minimum 
for fiscal 1960. 

In support of the Development Loan Fund we wish to say that in the eyes 
of the association the full $225 million supplemental appropriation requested for 
implementation of this part of the mutual security program through June 30, 1959, 
is, if anything, a sum short of adequate. We regard as very damaging to this 
country’s prestige the fact that the much discussed Development Loan Fund has 
been without funds since February 1. 

This situation is particularly serious when it is taken into consideration that 
$500 million in screened requests are held by the Development Loan Fund, as 
are well over a billion dollars in partially screened requests, and at a time when 
a new loan to India is under consideration here in Washington. 

It is our conviction that the Development Loan Fund is a far more construc- 
tive, far more effective, and far less costly tool for combating the threat of com- 
munism than a constantly expanding military machine. We support the DLF 
program (1) as an effective instrument of foreign policy in the underdeveloped 
areas of the world; (2) as a bulwark to our national security through orien- 
tation of these uncommitted areas to the west; (3) as a generator of future mar- 
kets for this Nation’s productivity through contribution to the economic stabili- 
zation of these underdeveloped areas; (4) and lastly, asa means of counteracting 
Soviet propaganda by making it known abroad that the United States recognizes 
the interdependence and fundamental interrelationships of nations in advancing 
our common cause—the creation of a world society free of the fear of dictator- 
ship. 

We also wish to point out to you the misunderstanding and disillusionment 
both in this country and abroad created by enactment of one kind of authoriza- 
tion legislation and subsequent retreats in appropriation legislation. We have 
had enough experience with the loss of prestige so caused to suggest that it is 
a matter grave enough to warrant this committee’s very serious consideration. 

We are not unmindful of the dangers inherent in a budget situation in which 
outgo exceeds income. However, we respectfully submit that the investment of 
such sums as may be required for education here and abroad and for technical 
assistance and development loan funds to underdeveloped areas will in the end 
prove more effective than enormously larger sums spent for military defense. 
We hasten to add that we are not suggesting a retreat from these latter expendi- 
tures at this time, but we are suggesting that in this time of crisis our Nation 
must afford this dual approach to our objective—peace in our time—even at the 
risk of higher taxes. 

COMMITTEE RECESS 


Chairman Haypen. The committee will stand in recess until 10 
o'clock next Monday morning and take up the independent offices por- 
tion of the supplemental bill. 

(Whereupon, at 5:04 p.m., Friday, April 10, 1959, the committee 
adjourned, to reconvene Monday, April 13, 1959, at 10 a.m.) 
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MONDAY, APRIL 13, 1959 
U.S. SENATE, 


CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a.m., pursuant to recess, in room 1224, 
New Senate Office Building, Hon. Carl Hayden (chairman of the 
committee) presiding. 
Present: Chairman Hayden, Senators Ellender, Magnuson, Bible, 
Byrd, Young, Kuchel, and Allott. 


EXPORT-IMPORT BANK OF WASHINGTON 


STATEMENTS OF HON. LYNN U. STAMBAUGH, FIRST VICE PRESI- 
DENT AND VICE CHAIRMAN; HON. ARTHUR M. ANDERSON, 
TREASURER-BUDGET OFFICER; AND HON. FRANK J. WALSH, 
CHIEF, ACCOUNTS DIVISION, AND ASSISTANT TREASURER 


HOUSE REDUCTION 


Chairman Haypen. The committee will be in order. 

For the Export-Import Bank, the budget estimate for the cost of 
the pay increases is in the amount of $160,000 and the House has 
effected a 10-percent reduction, allowing a total of $144,000. 

Ihave a letter from Mr. Samuel C. Waugh, President of the Export- 
Import Bank, which I will include in the record at this point. 

The letter referred to follows:) 


Export-Import BANK OF WASHINGTON, 
OFFICE OF THE PRESIDENT, 
Washington, D.C., April 1, 1959. 
Re Second supplemental appropriation bill, 1959; Export-Import Bank of Wash- 
ington, $144,000; requesting 10-percent restitution, $16,000. (Pay increase, 
$160,447). 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
U8. Senate. 


My Dear Senator: The Export-Import Bank of Washington cannot absorb 
10 percent of the pay increase of $160,447—$16,000—without detrimental cur- 
tailment of its operations, preventing prudent administration. 

The Bureau of the Budget, after considering our current status, has advised 
yp Arcs they will approve and support our appeal for the restitution of the $16,000 

uction. 

It is requested that the Senate make restitution of the $16,000 by increasing 
the Bank’s budget limitation out of earnings on account of the pay increase to 
$160,000 in lieu of the $144,000 approved in the second supplemental appropri- 
ations bill, as passed by the House of Representatives. Our fiscal 1959 budget 
limitation on administrative expenses is $2,055,000, being defrayed out of esti- 


mated net earnings of $81.9 million. (Accumulated reserve out of earnings to 
December 31, 1958—$528.5 million. ) 
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Our 1959 budget did not provide for the following which are now urgent and 
practical arrangements which had to be made to progress and safeguard U.S, 
Government and business interests involved : 

(1) Sidney Sherwood of our staff is to do staff work and represent Export- 
Import Bank while in office residence in New Delhi, India. His transfer is effee. 
tive as of April 1, 1959. It is estimated that Mr. and Mrs. Sherwood’s transporta- 
tion and quarters allowance and his office expense will cost $19,700 between 
April 1 and June 30, 1959. Please refer to the attached press release as to 'the 
India credit. He will also work on Cooley loan applications and matters relative 
thereto (Public Law 480, sec. 104 (e), as amended, Agricultural Trade Devel. 
opment and Assistance Act of 1954). Export-Import Bank has 350,172,100 
rupees (approximately $73 million) to be loaned at this time. Mr. Sherwood 
will also be in residence in New Delhi for the entire 1960 fiscal year in reference 
to these matters. 

(2) Edward S. Lynch, also of our staff, and family will establish residence 
in Brussels, Belgium, as of May 15, 1959. He will represent Eximbank for the 
balance of fiscal 1959 and during fiscal 1960 in reference to the $135 million 
eredit to the European Atomic Energy Community (Euratom). This credit is 
to assist in financing the purchase of U.S. type nuclear reactor systems to be 
installed in nuclear power plants, including initial fuel fabrication and engl- 
neering services. There are frequent and constant relationships and confer- 
ences involving Eximbank, Euratom, Atomic Energy Commission, various rep- 
resentatives of the six participating countries, and U.S. business firms. - It is 
estimated that the related expenses as to Mr. Lynch and family in establishing 
quarters and an office in Brussels will be $13;500. 

Progressive increase in work volume is such that Eximbank must continue 
recruitment with the expectation that we will-soon have six additional em- 
ployees, which is within our 1959 budget limitation. The deferring of replace 
ments and employment would impair operations and delay and postpone proces- 
sing of applications and credits to the extent that purehase commitments and 
disbursements as to U.S. machinery and equipment will be delayed. affécting 
the business economy of the United States to that extent. 

We are meeting the unforeseen expenses as to the establishing of representa- 
tives in New Delhi and Brussels by curtailing our travel. Our fiscal 1959 budget 
estimate for travel was $110,000. Absorbing the aforestated Sherwood. and 
Lynch transfers, ete., of $33,200 leaves a balance of $76,800. Considering that 
we have spent and committeed over $54,000 to date and there is a minimum of 
$22,000 in essential contemplated travel, it is impossible to absorb this $16,000 
out of travel. 

The Export-Import Bank of Washington was 25 years old on February 12, 
1959. For your general and specific information I am attaching a folder which 
briefly summarizes its operations during the 25-year period. 

We will be very pleased to appear before your committee to justify our ap- 
peal for the restitution of the $16,000 to our supplemental budget limitation. 

Very sincerely, 
SAMUEL C. WAUGH, 
President. 


[For the press—For immediate release, Mar. 4, 1958] 
Export-IMporRT BANK OF WASHINGTON 


The Export-Import Bank of Washington announced today agreement to extend 
a credit of $150 million to finance the acquisititon of U.S. capital equipment for 
a program of economic development in India. At the same time the Development 
Loan Fund agreed to establish a loan to India in the amount of $75 million. 

These actions are taken pursuant to the offer of the United States announced 
January 16 to extend approximately $225 million in loans to assist. India in 
meeting its current economic problems. 

According to Samuel C. Waugh, president of the Bank, the arrangements re 

sulted from negotiations between representatives acting jointly for the. Bank 
and the Development Loan Fund and a delegation from the Indian Government 
headed by B. K. Nehru, Secretary for Economic Affairs, Ministry of Finance. 
. The Eximbank credit will be available for the purchase in the United States 
of capital goods for projects in the field of irrigation and reclamation, power 
development, coal and iron ore mining, road transportation, communications, and 
industrial development. 
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In the industrial sector it is expected that orders will be placed in the United 
States for textile machinery; equipment for fabrication of heavy structurals, 
for the manufacture of electrical equipment and machine tools, and for use 
in the chemical industry ; and for machine tools required in various other types 
of manufacturing. 

U.S. suppliers should get in touch with their representatives or prospective 
purchasers in India who will be required to obtain from the Indian Government 
import licenses entitling them to make purchases to be covered by proceeds 
of the credit. 

The credit from the Export-Import Bank will be repayable over a period of 
15 years with only interest during the first 5 years. Interest will be at the 
rate of 514 percent per annum. 

B. K.. Nehru, accompanied by C. S. Krishnamoorti, Deputy Secretary, Min- 
istry of Finance, and A. K. Ghosh, Assistant Economie Adviser, Ministry of 
Commerce and Industry, are returning to India immediately. 

Hawthorne Arey, member of the Board of Directors of the Export-Import 
Bank, accompanied by Raymond L. Jones, chief of the loan division, Charles 
BP. Houston, economist, and Robert L. Moorman, engineer, of the Export-Import 
Bank ‘staff, and Edward S. Lynch, acting chief of the loan division of the De- 
velopment Loan Fund, will go to New Delhi to conclude detailed arrangements 
for utilization of the credits. 


ExIMBANK Reports MARCH 17, 1959 
TWENTY-FIVE YEARS 


On February 12, the Export-Import Bank completed 25 years of operations in 
support of U.S. oversea trade. President Eisenhower visited the Bank that 
afternoon to participate with the Board of Directors, officers, and staff in cere- 
monies commemorating the event. He was accompanied by the Secretary of the 
Treasury, Robert B. Anderson. 

The President spoke briefly. His remarks specifically in connection with the 
Bank itself are as follows: 

“I came here * * * to tell you how much we of the administration appreciate 
what you have done, how proud we are of the record that has been established 
by the Ex-Im Bank in the last 25 years. * * * 

“T am told, just this afternoon, that some of you are here that were at the first 
birthday of the Bank 25 years ago. Well, I am sure that it has been a career 
that has been most satisfying. Because all the way around the country—through 
Latin America, in other nations—the record of this Bank is for fair dealing, for 
human understanding, and for acting in a businesslike, canny way—not only for 
the welfare of the United States but for other nations. 

“Your record of repaid loans and repayable loans, your infinitesimal portion 
of written-off loans is one that I can do nothing except to say congratulations to 
your Directors, the President, and to all of you * * *,” 


THE RECORD, 1934-59 


The Export-Import Bank was founded February 12, 1934, with a capitalization 
of $11 million. The Bank is now authorized to have loans and guarantees 
outstanding at any one time of $7 billion. 

The Bank for 25 years has provided direct assistance to U.S. exporters in 
cooperation with private banks and financial institutions. In the process, Exim- 
bank became the first public agency, either national or international, to arrange 
credits for large-scale economic development throughout the world. 

In,25 years the Bank— 

Authorized over $10 billion in some 1,600 individual credits ; 

Disbursed over $6.6 billion (an additional $1.6 billion is committed) ; 
Collected $3.3 billion in repayments; 

Earned gross profit of $997.6 million ; 

Paid $438 million to the U.S. Treasury as interest and dividends; 
, Paid all administrative expenses out of earnings ; 

Charged off losses of $2.9 million; 

., Retained net profits of $536 million as reserves ; 
Encouraged more than $1 billion in private investment abroad. 
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CREDITS ANNOUNCED IN FEBRUARY 


1. On requests from overseas 


Italy.—Two credits totaling approximately $2.5 million were authorized to 
Istituto Mobiliare Italiano, the chief credit institution in Italy, for medium- and 
long-term financing to industry, for the benefit of two chemical companies. 

One and one-half million dollars was approved to assist Celene, S.p.A., of 
Palermo, in providing a new plant at Priolo Melilli, in Sicily, with equipment 
from the United States for production of high pressure polyethylene. Repayable 
over 8 years. 

One million dollars was approved to assist Societa Industrie Chimiche Edison, 
§.p.A., in purchasing equipment, materials, and services in the United States 
required for an expansion program of the company’s plants at Mantova, Trento, 
and Venice. Repayable over 6 years. 

The Export-Import Bank has authorized many similar credits to Italian indus- 
try through IMI. Over $100 million has been repaid in these loans to the Bank, 
credits to IMI now outstanding totaling about $35 million and with undisburged 
balances of credits authorized totaling an additional $35 million. 

Mezico.—A credit of $3.5 million was authorized to a water company in Mon- 
terrey to assist in financing purchases in the United States of steel pipe, elee- 
tric pumps, transformers, and other types of equipment required in connection 
with the construction of a water pipe line and distribution lines. 

The credit was authorized to Agua Industrial de Monterrey, S. de U. The 
Bank of America and Girard Trust Corn Exchange Bank are lending $750,000 
each to the Monterrey company in connection with this project, making a total 
of $5 million coming from U.S. sources. Eximbank’s credit is repayable in 12 
years. 

The company, representing 33 industrial consumers of water in Monterrey, 
was organized to establish and to maintain facilities for piping and distributing 
nonpotable water to industrial plants in Monterrey from La Boca Dan, a dis- 
tance of 21 miles, in order to avoid water shortages which have threatened 
industrial production in this area in the past. 

The company has employed the services of Freese, Nichols, & Turner, con- 
sulting eng.neers, of Houston. Tex. 

Nicaragua.—A credit of $350,000 was authorized to Instituto de Fomento Na- 
cional of Nicagargua to assist in financing purchases of white corn and red 
beans in the United States. 

Nicararua normally produces more than enough food to meet domestic require 
ments; however, due to unusual weather conditions, a shortage has developed. 
The Government is taking measures to avoid a recurrence of this situation. 
However, in the meantime, it will be necessary for Nicaragua to import certain 
basic foods including white corn and red beans which are not available under 
title 1 of Public Law 480. 

Repayable in 1 year. 


2. On requests from U.S. exporters 

Twelve credits totaling $925,000 were authorized to assist sales overseas of 
U.S. equipment. Repayment terms are 3 to 5 years with interest ranging from 
5% to 6 percent. 

Argentina.—Austin-Western Hemisphere Co., Aurora, IIl.: $12,000, motor 
grader to Dobranich & Cia., S.R.L.; $36,000, motor graders to Dobranich & Cia., 
S.R.L. 

Barber-Greene Americas, Inc., Aurora, Ill.: $175,500—bucket loader, two 
asphalt mixing plants and asphalt paving finishers to Storer, Sociedad Anonima, 
Comercial, Buenos Aires. 

Bucyrus-Erie Co., Milwaukee: $52,000, two model draglines and related equip- 
ment to General Electric Argentina, S.A., Buenos Aires. 

Chain Belt Co., Milwaukee: $20,000, six concrete mixers and four pumps to 
Equipos y Materiales, S.A., Buenos Aires. 

Essick Manufacturing Co., Los Angeles: $2,500, vibrating road roller to Ed- 
ward G. Peters, S.R.L., Buenos Aires. 

International Harvester Co., Argentina, Chicago: $222,000, road construction 
machinerv to Equimac, 8 A., Buenos Aires. 

Iowa Manufacturing Export Sales Co., Cedar Rapids: $15,000, two jaw crush- 
ers and one roll crusher to Equipos Materiales, S.A., Buenos Aires. 
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Koehring Inter-American Co., Milwaukee: $108,000, six crawler cranes and 
one mixer to Brander & Cia., S.A., Buenos Aires. 

Joy Manufacturing Co., Pittsburgh: $26,000, drill rig and accessories and one 
Ford truck to Storer, S.A., Comercial Industrial y Financiera. 

The preceding obligations were guaranteed by Banco de la Nacion Argentina 
with the exception of the last credit which was guaranteed by Banco Industrial 
de la Republica Argentina. 

Bouador.—Fulton Iron Works Co., St. Louis: $62,000, equipment for moderni- 
gation of sugar mill to Compania Azucarera Valdez, S.A., Guayaquil. Guaran- 
teed by Banco de Guayaquil. 

Mewico.—Draper Corp., Hopedale, Mass. : $194,000, automatic looms and acces- 
sories to Compania Industrial de Orizaba, S.A., Mexico, D.F. 


JOINT UNITED KINGDOM-EXIMBANK STATEMENT 


The United Kingdom Treasury and the Export-Import Bank made the follow- 
ing announcement in February : 

“The United Kingdom Government has decided not to"draw the $250 million 
still available under the line of credit from the Export-Import Bank of Wash- 
ington which was established in favor of the United Kingdom in February 1957, 
and not to propese an extension of the period of availability of this drawing 
facility, which will therefore terminate at the end of this month. 

“This decision has been taken by the United Kingdom Government because 
of the strengthening in the international position of the pound sterling which 
has taken place since the line of credit was established in 1957 and later 
renewed in 1958.” 


LOCAL CURRENCY LOANS 


Two credits totaling 11,130,000 Peruvian soles and one credit for 1,500,000 
Israeli pounds have been authorized by the Export-Import Bank under the local 
currency lending program of Public Law 480. 

These are the first credits authorized in Peru under section 104(e) of the 
Agricultural Trade and Development Act of 1954 (Public Law 480). The 
number of credits authorized by Eximbank under Public Law 480 is now 57 in 
6countries, for the equivalent of $25.4 million. 


BANK NOTES 


Samuel C. Waugh, president of the Bank, spoke on the subject of “Foreign 
Trade and Foreign Aid” at the Overseas Press Club of America in New York 
City, February 19. 


Vance Brand, a Director of the Bank, R. H. Rowntree, Chief Economist, and 
Albert J. Redway, chief of the private capital participation division, addressed 
the American Management Association in New York, February 23. 

L. Roger Williams, a loan officer of the Bank, and 8S. D. Shackleford of the’ 
legal division traveled to Buenos Aires, Argentina, and Asuncion, Paraguay, in 
January in connection with credits of the Bank. 

Arthur E. DeCelles and Bernard O. Wilkinson, both of the engineering 
division, attended conferences in Lima, Peru, and at the Toquepala project 
in Southern Peru, during February. 


GENERAL STATEMENT 


gaperman Haypen. Mr. Stambaugh, the vice president, will appear 
t. 

Mr. Srampaucn. Mr. Chairman, may I introduce Mr. Arthur An- 
derson, the treasurer and budget officer of the Export-Import Bank, 
and Mr. Frank Walsh, the chief of our accounts division. 

Chairman Haypen. We are glad to have them here. 

Mr. Srampaucu. You have before you the copy of the letter from 
Mr. Waugh on the subject of this hearing. With your indulgence I 
would like to cover some of the salient points. 

Chairman Haypen. The letter will be included in the record. 
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Mr. Stampauen. Fine. I will not read it. 

As will appear by the letter, the limitation on the Bank for admin- 
istrative expenditures for fiscal 1959 was $2,055,000, to be defrayed out 
of estimated net profits of almost $82 million. 

When the horizontal pay increase went into effect, the Bureau of 
the Budget approved a supplemental limitation of $160,000, the exact 
amount of the pay increase as applied to the personnel of the Export- 
Import Bank. 

Now, as you have stated, Mr. Chairman, the House has passed the 
second supplemental bill with a reduction of $16,000 in the Bank’s 
supplemental. 

Chairman Haypen. That undoubtedly was done with the idea that 
you could absorb that $16,000. 

Mr. Stampaucn. It was done with the intent of having us absorb 
the $16,000. We cannot. That is why we are here today. 

We find nothing in the House report that indicates that they made a 
finding that we could absorb it. It was simply listed. 


EFFECT OF EMERGENCIES ON ADMINISTRATIVE EXPENSES 


The Bank has been hit in fiscal 1959 with two emergencies involving 
rather substantial administrative expenses, two emergencies that are 
going to have to be absorbed somewhere, we are going to have to steal 
the money from some other item in the budget in order to handle 
them. 

The first one involves the Bank’s large credit to India, which is part 
of a package which was put together by the U.S. Government as a high 
Government policy to come to the financial assistance of India, a credit 
of $150 million. 

Tha* credit was established a little over a year ago. We have not 
been able to get it to operating. We have only disbursed a little over 
$2 million under that credit. They do not know the procedures over 
there; they do not know how to document proposals under the credit 
and they have appealed to us a number of times that in order to get 
this credit to operate it is necessary that we establish a representative 
over in India who can advise with them and who can be of assistance 
to them, both in screening the type of proposals to be made and also 
in assembling the necessary technical and economic data so that the 
Bank may pass on each individual proposal. 


PAYMENT FOR EXTRA SERVICE 


Senator ELtenper. Are we to pay for that extra service ? 

Mr. Stampaucn. Yes. 

Senator ELtenper. Why should they not pay for that extra service! 
It strikes me that it ought to come out of the loan. We are paying 
enough to those people now. ' 

Mr. Stampaucn. Well, that has not been the practice. 

Senator ExLLenper. Well, it should be. It should be taken out of 
the proceeds of the loan just as anv bank would do. 

Senator Younc. Maybe it is like when I used to borrow money; I 
did not like to pay for this extra supervision; in fact, I did not want 
any at all. 
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Senator ELLenper. They usually take it out of the proceeds of the 
loan. It strikes me that you have ample authority under your charter 
to do that. 

Mr. StampBaucu. That may be so, but what we have to do is to 
send somebody over there and establish them there practically for a 

riod of time, somebody from our organization, who knows our pro- 
cedures and who knows how to do this screening and how to assemble 
this data. 

In order to do that we are going to have to pay the cost of sending 
him over there and establishing him there and keeping him in 
operation. 

It may be possible, as you suggest, that in the final accounting under 
either method that that could be charged up to India as an expense. 

Senator ExLLenper. Well, it ought to be done. I think it is 
reasonable. 

Mr. SrampavuGu. I will take note, Senator, of your view on that, 
that it ought to be. 

But the representatives we are going to send over to India is pre- 
pared to leave within days now. All the arrangements have been 
made and, of course, we are going to have to provide the cost of get- 
ting him over there and getting him established and maintaining 
him there now and not later on. 


INCREASE IN ADMINISTRATIVE EXPENSES 


Senator ELitenper. You said that your administrative expenses 
have increased. ‘To what extent has this been so ? 

Mr. Srampauecu. In this case it would be about $19,000 during 
fiscal 1959. 

Senator Ettenper. Is that for India only ? 

Mr. Stampaucu. That is for establishing this representative in 
India with a secretary and with the necessary facilities to do his job 
over there. 

LOANS TO INDIA 


Senator ELLenpEerR. Have you made any money available to India 

as yet ? 
fr. Srampaucu. Yes. We have disbursed a little over $2 million 
under the credit. 

Senator ELLENDER. What interest are they paying? 

Mr. Srampavcu. Five and a quarter percent in the case of the 
India credit. 

‘ Senator Eitenper. That is cheaper than we can get it in the United 
tates. 

Chairman Haypen. The credit to India is participated in by three 
_ Export-Import Bank, Development Loan Fund, and World 

ank, 

Please describe for the record how this type of transaction is 
handled ? 

Mr. Srampaven. The details of it were worked up by an interdepart- 
mental committee that met for the purpose of determining what the re- 
quirements were and how they should be met and so forth. 

Chairman Haypen. Your Bank is interested. Now, did the other 
two banks send anybody over? 
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Mr. Srampavucu. No. Of course, the International Bank very fre- 
quently does exactly that, very frequently has somebody stationed 
abroad. 

Chairman Haypen. Who pays for it ultimately ¢ 

Mr. Srampaveu. I am under the impression that the International 
Bank pays for it as an administrative expense. 


ADMINISTRATION OF ICA LOANS 


Senator ELienpver. Mr. Stambaugh, do you administer ICA loans? 

Mr. Stampaucu. We administer the ICA loans; that is right. 

Senator ELLenpER. Where do you get the money for that purpose! 

Mr. Srampaucu. We are reimbursed by ICA as to administrative 
expenses. 

Senator ELLenper. It seems to me the same procedure should be 
put into effect as far as India, or any other borrower, is concerned, 

You have that right, so let us try to save a few crumbs for the U.S. 
taxpayer. 


REPAYMENT RECORD 


Senator Youne. May I ask what your repayment record is on Ex- 
port-Import loans? 

Mr. Stampaueu. Our losses amount to somewhere in the neighbor- 
hood of $214 million out of $9 billion worth of transactions. 

Senator Younc. The profits on your operations are how much a 
year? 

Mr. StampavucnH. We estimate we will make in fiscal 1959 a net profit 
of about $82 million. 

We have accumulated out of profits a reserve of something over $500 
million. 

Senator Younc. That is a pretty good record. Do you expect to get 
full repayment on this loan to India! 

Mr. StampBauGu. Yes, sir. 

Senator Youne. I think that isa rather remarkable record when you 
consider the number of loans made to almost every nation in the world. 

Senator E.L.enper. It is a fine record, however many of these loans 
are made over a long period. What is your longest loan period? 

Mr. Stampavucu. About 20 years would be the longest. The term 
of the loan depends on the nature of the project. 

That is another thing, Senator Ellender. that enters into this. The 
loans that will be made under this $150 million line, they do not 
necessarily go to the Government of India. As a matter of fact, 
we hope that a good many of them will go to private industry in 
India. You create quite a problem when you talk about trying to 
charge against a great number of borrowers a portion of the expense 
of maintaining a representative in India. 

Senator ELtenper. You ought to charge that administrative cost 
to India. 

Mr. Srampaucu. We don’t have any adiministrative account. 

Senator Exitenper. A bank usually includes that in the interest 
charge. When you are called upon to do something extraordinary, 
as in this case, I do not suppose you should have a bit of trouble in 
getting this fee. 








TselcC( hl 


— aS OC 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 961 


Of course, if you let it go and just do what many of the ICA boys 
do and say, well, we will absorb that without any effort to try to get 
them to pay for it, why, then, will permit you to absorb the cost. 

Mr. StampBauGu. I did not mean to give you the impression that 
the ICA did that, too. 

Senator Exienper. I am familiar with what they do. If they 
made half an effort to collect more from the local people they would 
not have to be so generous with our money, and we would not be so 
deeply in debt, in my judgment. 

Senator Youna. Senator Ellender, this is the only agency I know 
of that is doing this much business in a foreign country and is only 
sending one person over there. It is usually a hundred. 


USE OF ICA PERSONNEL 


Senator EKLLenvber. ‘To what extent are you using ICA ¢ 

Mr, StampBaver. Use them, you say ? 

Senator ELtenper. I mean borrow help from them. 

Mr. SramBauGH. You mean use their personnel ? 

Senator ELLENDER. Yes. 

Mr. Stampaucu. We sometimes ask them to find out things for us 
once in a while. 

Seantor ELtenper. Do you reimburse them ? 

Mr. StampauGu. We ask the embassy to doit. There would not be 
any expense involved as a matter of fact, because they are there, they 
are on the ground. 

One reason that we don’t have people stationed around the world is 
that: we make use of other agencies of the'U.S. Government for those 
purposes. 

Senator ELLenpER. Well, you are very fortunate. 

Are all of your loans repayable in dollars? 

Mr. SrampBaueu. Yes. 


SYMPOSIUM OF 25 YEARS OF OPERATION 


Senator Magnuson. You have submitted here a sort of symposium 
of 25 years of operation which I think ought to go in the record, Mr. 
Chairman; it is very brief. It is the record from 1934 to 1959. 

On page 3 you say you paid all administrative expense out of 
earnings. 

Mr. Stampauen. Right. 

Senator Maanuson. What do you mean by that ? 

Mr. Srampaucn. I mean we do not operate on appropriation. 

Senator Maanuson. I think that is what Senator Ellender is getting 
at. You do not operate out of appropriation, but here you are asking 
appropriation. 

r. Stampaven. It is the function of the Congress to finance the 
amount that we can 





Senator Maanuson. You will pay this back. You will reimburse 
the Treasury for this amount ? 


_ Mr. Srampavcu. We won't take it from the Treasury. We will take 
itout of our own profit. 
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Senator Macnuson. That is what I want to make clear. This, is 
authority from Congress to take out of your own earnings these so- 
called administrative expenses ; is that correct ? 

Mr. StampauGu. That is correct. 

Senator Magnuson. I think that ought to be clear. 

Senator Ettenper. The point I was making with my good friend is 
that the administrative expenses incurred on loans to India should be 
borne by the Indians and not by our Government. 

Senator Macnuson. Your point is that this amount should stay in 
the earnings and the Indians should bear this administrative expense. 

Senator ELtenper. Exactly. 

Senator Maenuson. Or the loan itself should bear it. 

Mr. Stampaucu. I was trying to point out, Senator, that for the 

resent the only place we can get: it is out of our earnings because we 
ee to send these people abroad now. 

If the Senator’s suggestion is workable and can be worked out, that 
will have to be sometime in the future. 

Senator Maenuson. Just add to it the amount repayable. That is 
what a bank does. 

Mr, Srampaven. If we have that authority under our credit agree- 
ment with the Indian Government. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


But I am sorry that I did not make that plainer, Senator Magnuson, 
that the subject of this hearing is not an appropriation. It is the lim- 
itation that Congress imposes upon the bank with regard to the 
amount it can spend out of its profits for administrative exnenses. 

We have administrative expenses, as you see, totaling a little over 
$2 million to transact something like a billion dollars worth of busi- 
ness a year with 226 people. 

So I think probably you can see that we are sometimes in a pretty 
tight budgetary situation and that is where we find ourselves now. 


LOAN FOR DEVELOPMENT OF ATOMIC ENERGY PLANTS 


Let me cite the other emergency and that is because of the treaty. 
entered into with the European Committee, the Six Nations, for the 
purpose of developing atomic energy plants in those countries, the 
Export-Import Bank established a credit of $135 million to finance 
the purchase in the United States of atomic reactors of the U.S. de- 
sign, U.S. type, and the Community, which they call Euratom, is situ- 
ated in Brussels, Belgium. 

During the next year or more there will be a great deal of activity 
in passing upon proposals for the erection of plants and for the pur- 
chase of reactors and so forth. 

In addition, the Community has established a selection board, a se- 
lection board which passes upon whether or not they will permit a 
particular utility to enter into the Euratom program, and the Export- 
Import Bank is to be represented on that board. 

So we are up against the necessity of either sending somebody over 
there every couple of weeks probably, or having someone stationed 
over there who knows the procedures and so forth and who can rep- 
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resent us in this selection board and also obtain for us all the se 
data to bring the proposals back to us. 

Senator Exienper. Have you acquired membership because of the 
fact you are loaning money to them ? 

Mr. SrampaueH. That is right. 

Senator ELLenper. Who is responsible for the repayment of this 
loan ? 

Mr. Stampaucu. The six countries, Belgium, Holland, West Ger- 
many, France, Italy, and Luxembourg. 

Senator Exienper. Is that a joint loan? 

Mr. Stampaucu. Each nation that makes up the Common Market. 

Senator ELLenper. Each country is responsible for the payment: of 
the whole loan ? 
_ Mr. Srampauen. Let me finish. 


LOANS TO EURATOM 


You asked that question while I was trying to answer it. The loans 
are to be made to the entity known as Euratom. That is a joint venture 
of the six countries. 

Then: Euratom will in turn loan.the money to the utilities that are 
accepted into the program and will take the paper and securities of 
these utilities. We will have Euratom papers with the paper rand 
securities of the utilities as collateral to Euratom’s paper. 

If we deem it advisable, we will have a guarantee, a guarantee of 
the bank or guarantee of a government:to make the loan good. 

Seantor ELtenper. I hope you will find, it advisable to do that. 

Mr. Stampaucn. We will, if itis not good otherwise. 

Senator ELLENDER. In other w ords, the total loan is made to a, 
tom, but the distribution of it is.tovarious utilities within the 
countries 

‘Mr. Stampavuenu. Yes. 

Senator E.tenper. Such as a municipality ? 

“Mr” Srampaven. They are mostly private—outside of France I 
think they are all private utilities countries. 

Sénator Exxenper. Is anyone else participating in these loans? 

Mr. StampaucHu. We only finance the purchases in the United 
States, the bricks and mortar and all that sort of thing i is financed 
from their own resources, the utilities resources OF borrowings’ by the 
utility i in those countries. 

‘Sehator E:tenper. Does your aisiilibetion include the total amount 
that.they will put up to erect these facilities? 

Mr. Srampaven. Each one is treated like a project credit. 

‘In other words, we have to know that the market is there for the 
energy, We have to know that the energy can be produced at a 
competitive price. We have to know: that they have the proper 
technical management and that they have the pr oper business manage- 
ment, just as we pass on every project. ' 

Sénator ExLENpER. They have to have’ ‘the money 2 

Mr. Srampaucu. They have to have the funds to provide the local 
currency cost. 

Senator Exrenper. This being a new venture, Mr. Stambaugh, and 
not knowing what the cost of generating electricity will be, do you not 
think you might get into some trouble? 

Mr. Stampavan. We have some idea about the cost. 
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COST OF GENERATING ELECTRICITY 


Senator ELtenprer. Is the cost comparable to what they pay locally? 

Mr. Stampaveu. It is not as cheap as we produce energy in this 
country. It is estimated that it will run into the neighborhood of 
about 11 mills per kilowatt. 

But, of course, these countries, they do not have the coal available 
and they have to import oil to generate electricity in thermal! plants. 

Senator Eitenper. In other words, you have ascertained that the 
cost of producing this energy and of distributing it, will be about as 
cheap as what the people now pay? 

‘Mr. STampavucu. Tt will be competitive and will become more com- 
petitive, we feel, as they develop the business more. 

That is the emergency insofar as Euratom is concerned. Both these 
people have to be shipped over there right away and they have to be 
established there. 

We have arranged with the State Department for economy pur- 

s and also for purposes of smooth operation, we have asked the 
tate Department to give them a rating as a reserve Foreign Service 
officer and the State Department will pay them and we will reimburse 
the State Department. And they will be provided facilities by the 
Embassy and possibly secretarial services. We have not quite deter- 
mined on that yet. 

Senator ELtenver. Will you in turn charge for this administrative 
service ? : 

Please do so because you can under this charter. 

Mr. Stampaucnu. If we can; Senator. 

Senator E.renper. I am sure you can. 


CREDIT AGREEMENT 


Mr. Stampaucu. I don’t know whether under our credit agreement 
we have that authority. 

meester ELLENDER. You mean the mose recent credit agreement you 
made 

Mr. Stampavau. In each case we have entered into a credit agree- 
ment. 

Senator Ettenper. From here on out you ought to bear that in mind. 

Mr. Stampaucn. We are glad to get the suggestion, Senator. 

We certainly will look into it. 

Mr. Anderson tells me he thinks most of our credit agreements 
contain provisions that would permit us to do that. 

Mr. Anperson. Where we make a credit to one project, without 
fail we put in there the right of being reimbursed unusual, exce 
tional expenses which we may have in making the project possible. 

When you have a big group credit like this, I don’t think it is in 
there, but on the one-project basis we always have it in. 

Senator Ei.enper. They all ought to be made to pay it. 

ae Haypen. Are there any further questions of these gentle- 
men 

Senator Macnuson. I just want to ask one question for information. 
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LOAN FOR VIBRATING ROAD ROLLER IN BUENOS AIRES 


I notice there is a loan at the request of exporters for $2,500 to 
Edward G. Peters, Buenos Aires, for vibrating road roller. 

Why would somebody all the way down in Buenos Aires and Argen- 
tina go through this rigamarole for a loan of $2,500? 

Mr. STAMBAUGH. y would they borrow that much to buy a road 
roller in the United States? 

Senator Macnuson. Yes; $2,500. 

Mr. StamBauGu. Senator, we have always prided ourselves on 
helping small business as well as big business. That is a pretty good 
example. 

Rieter Magnuson. I understand that. There is probably a thou- 
sand dollars worth of paper work on that loan alone. 

Mr. Stampavuen. No; it is a manufacturing company. The Essick 
Manufacturing Co. has a line of credit with the Export-Import Bank 
established for the purpose of financing exports. 

Senator Maanuson. This is not only one isolated item? 

Mr. Strampaueu. No. 

Senator Magnuson. When they go around and they sell these road 
rollers they have a line of credit and in certain cases they pick it up? 

Mr. SrampBauGu. That is right. 

Senator Magnuson. I think that should be made clear. 

Mr. Srampaucu. You have our semiannual report, do you not, 
Senator ? 

Senator Magnuson. Yes. 

Mr. Srampaucnu. You will find that all detailed in there, Senator. 


LOANS TO LATIN AMERICA 


Senator Macnuson. Of the $161 million loan broken down by 
countries, on page 103, private loans and investments accompanied 
by bank credits, $135 million of it went to Latin America. 

I think it is important to show that. That is on page 103, private 
loans and investments—with your credit. 

Mr. Stampaven. That is a tabulation insofar as we are able to 
ascertain what credits went along in partnership with our credits, 
what private banks. 

Senator Magnuson. That is in 1 year. I merely wanted to show 
that because there has been some question in South America whether 
or not they have neglected their needs down there. 

Mr. Stampaucu. We believe that we have promoted a great deal of 
private investment in Latin America. 

As a matter of fact, our total credit for dollars in Latin America 
have been $3,776 million over the period of 25 years. 

We have outstanding over $2 billion there now in Latin America. 


ORIGIN OF LOANS TO EXPORTERS 


Senator Magnuson. How do these loans originate from exporters ? 
they come to you directly and say, “We have a sale in”—say, the 
ene and they do not have the dollars; and if it looks feasible, 
could you loan the Argentine company X numbers of dollars so they 
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can pay us, or does it originate from the company outside the country, 
or both? 

Mr. Srampaveu.. It is initiated both ways. But in the case like the 
one you called attention to there the company comes to us and says, 
“we do some foreign business and we would like some assistance in 
carrying credits that we have to extend in order to do this business.” 

Where we find that they do an annual foreign business of, say, 
$2 million, we may set up a line of half-million dollars for them to 
operate with. 

Then, following certain standards, they bring the cases to us as 
they make the sales. 


LOAN TO NICARAGUA TO PURCHASE CORN AND BEANS 


Senator Maenvson. I want to ask one more question. Iam sure the 
Senator from Louisiana and the Senator from. North Dakota know 
much more about this than I do; but you are making a loan to Nica- 
ragua to finance the purchases of the white corn and red beans. You 
say Nicaragua normally produces more than enough food to meet 
domestic requirements; however, due to weather conditions a short- 
age has developed. 

So, therefore, you are loaning them money to import these certain 
basic foods, which include white corn and red beans, under Public 
Law 480. 

Now, is this the first loan you have made for the purchases of agri- 
cultural products ? 

Mr. Stampaucu. No. We have extended cotton credits totaling a 
billion dollars. 

We have extended credit for tobacco, $22 million. 

Wheat, $55 million. 

Barley, $1114 million. 

Soya beans, $1514 million. 

Senator Magnuson. Put it in the record, because I think it is im- 
portant. 
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Cotton credits extended by Export-Import Bank of Washington 
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nnn ns a nen ene erence ae 


Country 


————————— 


Authorized in fiscal year 
1050: Japan.............. 


Authorized in fiscal year 
year 1958: 
Austria......-.------.<- 
Japan..-..-----------.--- 
D 


Authorized in fiscal year 
1957: 

Jepen.........-...-.-..-- | 

Re acwsaenanatnoms | 


Credits previously auth- 
orized: 


ea ncn ao ccinaideeinaiie 
ac eincha | 
Czechoslovakia_-.-.-.--- 

Do. : 
Europe-postwar credits_| 
Germany- Seda 
Germany, Western. ---- 
lp lt aa 
France....---- 


ge A 
SS oe ee 
Ee fine eat Lica! 
ae 
Yugoslavia 





NE el i a 
Total Eximbank 
credits. 
Mutual Security Agency- 
ECA (Spain). 


Total cotton credits. 


| 


Date authorized 


July 28, 1958..... 


Feb. 20, 1958....- 
July 2, 1957.....- 
Sept. 13, 1957. .-- 


Aug. 23, 1956 
Feb. 21, 1957 


Apr. 4, 1952_..... 
BOE. 7; 1eeOecan me 
Jan. 3, 1946... . 
Nov. 1, 1951_..-. 
Oct. 21, 1936__._. 
May 29, 1946. -_-_- 
1945 to 1946__.__- 
Aug. 13, 1947. _-- 
Sept. 2, 1951... -.- 
Dec. 24, 1945... 
May 8, 1952. ---- 
Jan, 7, 1937....-- 
Jan, 21, 1946___-- 
Apr. 21, 1948_._- 
Nov. 15, 1951-_.-- 
Apr. 9, 1953__.- 

Oct. 21, 1953..... 
July 22, 1954. --- 
July 21, 1955. - -- 
Nov. 3, 1938_--- 

July 28, 1939. - _- 
Jan. 3, 1952.....- 
Apr. 9, 1953. ..-- 
Jan, 11, 1951_._-- 





Amount of 
credit 


Disbursed 


Unpaid bal- 
ance, Dec. 
31, 1958 


Number 
of bales 
financed 


Esti- 

mated 
balesto 

be fi- 
nanced 


$60, 000, 000 


12, 000, 000 
1 50, 000, 000 
6u, 000, 000 
122, 000, 000 


60, 000, 000 
8, 000, 000 
68, 000, 000 


6, 000, 000 
6, 000, 000 
33, 000, 000 
20, 000, 000 
795, 000 
20, 000, 000 
95, 706, 625 
23, 592, 103 
50, 000, 000 
17, 000, 000 
45, 000, 000 
13, 370, 000 
25, 000, 000 
55, 158, 121 
40, 000, 000 
40, 000, 000 
60, 000, 000 
60, 000, 000 
60, 000, 000 
2, 599, 700 
13, 350, 000 
12. 000, 000 
12, 000, 000 
12, 977, 100 
723, 548, 649 | 
973, 548, 649 


5, 000, 000 


112, 378, 332 








978, 548, 649 


$10, 961, 938 





2, 613, 821 
49, 901, 709 
59, 862, 802 


59, 918, 095 
7, 923, 789 


67, 841, 884 


5, 213, 954 
5, 965, 969 
32, 976, 442 
8, 448, 042 
795, 000 

19, 987, 014 
95, 706, 625 
4, 592, 103 
49, 439, 829 
16, 961, 773 
27, 026, 150 
13, 370, 000 
24, 638, 812 
40, 158, 121 
39, 900, 132 
39, 950, 114 
59, 869, 224 
59, 900, 590 
59, 877, 567 
2, 596, 209 
13, 008, 200 
11, 964, 751 
11, 689, 477 


12,977,100 |__ 


657, 013, 208 
848, 195, 362 


4, 999, 750 


853, 195, 112 





$10, 961, 938 


2, 605, 963 
15, 365, 356 
59, 862, 802 


77, 834, 121 





6, 785, O81 


6, 785, 081 


37, 923 


17, 859 
317, 231 
391, 287 
726, 377 


397, 896 
45, 913 
443, 809 


26, 456 
35, 492 
255, 685 
36, 841 
14, 005 
111, 262 
546, 895 
24, 800 
210, 108 
91, 516 
146, 591 
294, 934 
146, 960 
246, 550 
180, 278 
212. 680 
320, 850 
313, 540 
330, 000 
46, 150 
245, 986 
55, 836 
62, 086 
52, 370 


362, 077 











aicsctes) 4:007,0M (34. 
95, 581,140 | 5,215,980 | 419, 218 

4, 624, 750 RN Seas: 
100, 205, 890 | 5, 236,161 | 419, 218 





1 Part of credit of $115 million for agricultural commodities, 
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Export-Import BANK or WASHIN’-TON 


Credits extended for agricultural commodrzties other than cotton 

















Country Date oe Tobacco Wheat Barley Soybeans 
ize 
ic conmancncuc tue es a | | 007867800 |. ................ nr live asada 
tid niacin neil ee eS ee ee  noupenecenealececeencan 
at niacin Rcmenanicuhcineial Sept. 11, 1945 OR AID Bic: ccpisttacietpeteseemmnencs es aseeksiien 
i ad June 19, 1946 PEED Bncecccenescuhslaapaisht enbnanduluacabeallane 
Czechoslovakia. -_...........- Sey Oa eee) | SO hn cist cn cnn ancencncen|escendes ne 
ec oenet ccteasniil Feb. 19,1947 | 5.000,000.00 |............__- satbsvibsane ennniiad a 
IE iin nvathigrninangintcamalels Nov. 3, 1948 EI Orta dns ceenschaocheladeides a cote aon oedird waceselvccouuccemiiis 
SS June 5, 1952 | 10,000, 000.00 |_....-.---.---.|..--..--- ss otetuahan 
| ES ae are ees BF eee 12bb i cddkene ns BR BR Oe Nn cpecrcewcucenelescsieanselin 
“ SU ee ee 2, 661, 309. 75 
- 14,1957 |. .-.| 2,250, 000. 00 











2,19572| 1, 695, 007.74 | 35,367, 584. 60 |$11, 578, 479. 92 |$15, 592, 774.43 
oa 











a a elie eras 22, 144, 181.74 | 55,278, 894.35 | 11, 578, 479. 92 | 15, 592, 774. 43 





1 Financed under long-term emergency reconstruction credits. 
2 Financed under credit of $115,000,000 for agricultural commodities. 


EXCHANGE OF STRATEGIC GOODS FOR AGRICULTURAL PRODUCTS 


Senator Macnuson. Now, how does this conflict, if it does con- 
flict, with the barter program ? 

Mr. Stampaveu. I don’t know how to answer that. 

Senator Macnuson. The exchange of strategic goods for agricul- 
tural products. Does it conflict with it in any way ? 

Mr. Stamsavueu. This is done in partnership with the Department 
of Agriculture to help the Department dispose of surplus commodi- 
ties. This is one method of disposing of surplus property. 

Senator Macnuson. This is one method. Insofar as you know it 
does not conflict with the provisions of the barter program ¢ 

Mr. Stampaucu. I am sure the Department will not permit it. 

Senator Exiienpver. The Department of Agriculture usually sells 
all of the surplus it can for dollars. It is only in cases where the 
purchasing country exhausts its dollar supply that barter takes place. 
That is the way it is usually handled. 

Mr. Stramnavuau. Yes. 

Senator Maanuson. And they are usually short-term loans. 

Mr. Stampaucu. Yes. They are consumed in a very short time, of 
course. 

Senator ELtenver. This is repayable in 1 year? 

Mr. StampaueH. Yes. 

Senator Youna. I thought all Export-Import Bank operations con- 
sisted of export of industrial goods. 

Mr. StrampBavoen. No. The vast majority dollarwise, of course, is 
capital goods. 


COOPERATION WITH DEPARTMENT OF AGRICULTURE 


Senator Youne. How do you work with the Department of Agri- 
culture? In title I operations of Public Law 480 we accept foreign 
currency. Who makes the determination whether the Export-Import 
Bank loans them money to buy the commodities or whether we sell 
the commodities for foreign currencies under Public Law 480% Who 
makes that determination ? 
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Mr. Srampauenu. I am afraid that I personally don’t hear any- 
thing about it until they come to the bank with it and ask us to au- 
thorize a credit for this purpose. 

I think, however, that the credit is supplementary to other sales 
that.are made, probably on a barter basis, as the Senator suggests. 

Senator Youne. Does the Department of Agriculture tell a foreign 
country needing food that before they will give them the benefit of 
Public Law 480, they have to come to the Export-Import Bank to 
see if they can borrow the money ? 

Mr. Stampavuen. I don’t think so. We, of course, coordinate every- 
thing we can do with the Department of Agriculture. 

But I don’t think that is a condition to their selling them or trading 
them other surplus commodities. 

Senator Youna. Who is your chief contact in the Department of 
Agriculture ? 

r. SramBaucu. I cannot answer that, sir. I can find out. Would 
you like to know, Senator ? 

Senator Youna. Yes. 

(The information referred to follows :) 


Max Meyers, Director, Foreign Agricultural Service, as to financing of export 
sales of agricultural commodities. 


REVOLVING FUND AUTHORIZATION 


Senator Youne. When you need more money for loans, do you 
take that out of a revoving fund and when a loan is repaid, do those 
funds go into a revolving fund so you can reloan it again? When 
acountry repays its loans does that money go into the Treasury and 
you then get a new authorization ¢ 

Mr. Stampaucu. We have a revolving authorization of $7 billion. 
That is, we can have outstanding at one time in loans not to exceed 
$7 billion. 

Senator Younc. When a foreign country repays its loan that 
money goes into a revolving fund. 

Mr. Srampaucu. We pay it into the Treasury because we are pay- 
ing interest on it as long as it is withheld from the Treasury. 

Senator Youna. When it is paid back in the Treasury you can use 
that money again ? 
= StrampBavucH. Yes; we can borrow that; that is right, Senator 

oung. 

Senator Younc. Without further authorization ? 

Mr. Stampavucnu. That is right. 


TOTAL CAPITAL 


Senator ELtenver. Your capital is really $7 billion ? 

Mr. Stampavcn. That is right. As long as we have not reached 

that ceiling, why, we can do that. 

Senator ELtenver. What percentage of the $2 billion-plus loans 
ou have made to South and Central America have been made to the 
ocal people, rather than to American business people ? 

Mr. Stampaucn. Of course, we have loaned a considerable amount 

of money to citizens of those countries, to enterprises engaged in busi- 
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ness in those countries, that have no association with American con- 
cerns, bon 
Senator Erienper. I am asking the question because it was my 
privilege to visit every country in South and Central America dur- 
ing October, November, and December, of last year, and the informa- 
tion I received from some sources was that most of the loans. from 
Export-Import, and also the International Bank, were made to Am. 
ericans rather than local citizens. 

Mr. Stampaueu. It isthe other way around, sir. 

Senator ELtenper. I am just telling you what I heard. 

Mr. Stampaven. I know you are. 


SUGGESTION FOR BANK FOR SOUTH AND CENTRAL AMERICA 


Senator Etienver. I do not know whether you have read my report, 
but I suggested that a new bank be established for the exclusive benefit 
of the people of South and Central America. Let it be handled and 
Jet it be known as their bank where small business, or any other locally 
established business, can obtain funds. I believe that that would go 
far toward forming a better relationship between us and the countries 
tothe south ofus. - prs Doves 

Mr. StampaueH. Such a bank is in the course of being formed right 
now. els 

Senator Eiienver. I understand that, but it is more or less for big 
business. My idea was to have branches of such a bank in the country 
itself, which could deal with small business. There is a great need 
for such a bank in those countries. 

Mr. Stampaver. I may. have misunderstood you, or maybe I de: 
ceived you. r 

‘Senator Ettenper. You would not do that, I am sure. 

Mr. Strampaven. Not if I could help it. When I said the majority 
of our loans in Latin America were to Latin Americans or to their 
governments and so forth, practically every nickel that we loan is for 
the purpose of financing exports from the United States. ‘ 

‘Now, they might very-easily say they only operate for the benefit 
of U.S. industry on that account. | 

Senator ELLenper. That is the.impression you get out there. That 
is why in my report I made the suggestion that we have a bank espe- 
cially operated for the benefit of the people of South America, because 
I know it would be of great help to them. 

Mr. Stampavuenu. There are two sides to the coin. There is another 
side to the cain and that is that practically everything we do helps 
to develop the economy of the importing country and we consider 
that is the best way that we can maintain our markets and expand 
our markets abroad, to improve their economy so that they will be 
more permanent customers. 

Chairman Haypen. Are there any further questions? 

If. not, we thank you, Mr. Stambaugh. 
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DEPARTMENT OF LABOR | 


UNEMPLOYMENT COMPENSATION FOR VETERANS AND GOVERNMENT 
EMPLOYEES 


Chairman Hayven. I have received a letter from Mr. Stans, the 
Director of the Bureau of the Budget, enclosing a copy of a letter to 
the House Appropriations Committee, in which he points out that the 
balance of the appropriation to pay unemployment compensation to 
veterans and Federal employees after April 15 will be exhausted in 
most of the States. 

. The second supplemental appropriation bill, as it passed the House 
and which is now before the committee, contains $40 million for this 
account. However, the Senate cannot complete action on this bill 
before April 15. Accordingly, the Bureau of the Budget has pro- 
sed to the House an emergency measure to provide the necessary 
Funds immediately. 
‘T understand the House will pass and send to the Senate in a day 
or two a special resolution to take care of the situation. We then can 
make the necessary adjustment,in the appropriation in the second sup- 
plemental appropriation bill. 

My purpose in bringing this matter up now is to secure permission 
from the committee to take the resolution up on the Senate floor and 
pass it as soon as it arrives from the House. 

Senator Macnuson. I so move. 

Senator Youne. I second the motion. 

Chairman Haypen. All right, without objection, I will do that. 

Senator Magnuson. 

(The letters referred to follow :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 10, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.8. Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: I am enclosing a copy of a letter to the chairman 
of the House Appropriations Committee, recommending urgent action to provide 
funds so that the payment of unemployment compensation benefits to veterans 
and Federal employees will not be interrupted. Mr. Scott, of the staff of your 
committee, has been kept advised of the situation and of the course of action being 
suggested to meet it. We hope that action can be completed by both Houses 
so that funds will be available by April 15, if possible. 

Sincerely yours, 
MAuvrRICcE H. Stans, Director. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 10, 1959. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, 
Washington, D.C. 


My Dear Mr. CHAIRMAN: The second supplemental appropriation bill now 
before the Senate contains a 1959 supplemental appropriation of $40 million for 
the Department of Labor to pay unemployment compensation to veterans and 
Federal employees. This supplemental is occasioned by the enactment of Pub- 
lie Law 85-848, August 28, 1958, which granted unemployment compensation 
for exservicemen similar to that for former Federal employees. When the sup- 
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plemental request for this purpose was transmitted, the brief experience with 
actual payments under the new law indicated that presently available funds 
would meet requirements until additional funds could be provided in the regular 
course of congressional action on a supplemental bill. However, the level of 
payments continued to increase and just before the Easter recess of Congress, 
when the House was prepared to act on the second supplemental bill, it became 
apparent that available funds might be exhausted before Congress could com- 
plete action on the supplemental in its regular schedule. Staff of your com- 
mittee was advised of this situation informally and I advised the Under Secre 
tary of Labor that we would make a check on the situation as soon as actual 
March figures were availiable and take whatever action seemed to be appropriate. 

On the basis of payments reported as of March 31, it is estimated that pres- 
ently available funds will be exhausted on April 15 in most States. March 
benefit payments amounted to $16,886,367, leaving a balance available for April 
payments of $11,382,076. April requirements are estimated at $17 million, 
about the same as those for March. While on a straight mathematical basis 
funds would run somewhat past April 15, the need for dispersal of available 
funds to the payments points in all the States means that restriction on pay- 
ment of funds will probably be necessary in most States around April 15. 

Since I understand that the Senate will not complete action on the supple- 
mentel bill until after April 15, and that that body is not in a position to origi- 
nate the necessary action to make funds available on an urgent basis, I am 
writing you to recommend that your committee take action so that payments 
of these benefits will not be interrupted. A copy of this letter is being sent to 
the chairman of the Senate Committee on Appropriations. 

Sincerely yours, 
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MAURICE H. STANS, 
Dérector. 
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FEDERAL CONTRIBUTIONS 


STATEMENT OF HON. LEO A. HOEGH, DIRECTOR, ACCOMPANIED BY 
LEWIS E. BERRY, JR., ASSISTANT DIRECTOR FOR PLANS AND 
OPERATIONS; WILLIAM S. HEFFELFINGER, DIRECTOR OF AD- 
MINISTRATION; HUBERT R. GALLAGHER, DIRECTOR FOR SPE- 
CIAL LIAISON; AND EDWARD S. JOHNSON, DIRECTOR, BUDGET 
DIVISION 


TRANSFER OF FUNDS 


Senator Magnuson. Under the Executive Office of the President, 
we have a supplemental estimate for the Office of Civil and Defense 
Mobilization to transfer $3 million to “Federal contributions,” in 
order to start a new program to provide contributions to States and 
political subdivisions for civil defense personnel and administrative 
costs, as authorized last year. 


The House denied the proposed transfer and stated in their report: 


Federal help has been given for education, training, equipment, and other 
technical assistance. If the Federal Government were to start this program 
and provide Federal contributions for administration and jobs at various city 
halls it would create an independent bureaucracy that would be divorced from 
responsibility to either Federal or local governments which would prove to be 
wasteful and this organization would continually pressure Congress. 


Governor Hoegh is here in support of restoration of the transfer, in 
the reduced amount of $2 million. 


We will place in the record at this time your letter to the committee, 
the supplemental estimate and your justification. You may proceed 
with your statement, Governor. 

Mr. Horen. Thank you. 

(The material referred to follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 


Washington, D.C., April 3, 1959. 
Hon. Cart HAYDEN, 


Chairman, Committee on Appropriations, 
U.8. Senate, Washington, D.C. 

Dear Mr. CHAIRMAN: Reference is made to my letter of February 13, 1959, 
transmitting justifications in support of fiscal year 1959 supplemental estimate 
of $3 miliion for the Office of Civil and Defense Mobilization, “Federal contribu- 
tions” appropriation, to be derived by transfer from the fiscal year 1959 appropria- 
tion for “Emergency supplies and equipment.” This estimate was submitted to 
implement authority provided by Public Law 85-606 for making Federal financial 
contributions to the States, on a matching fund basis, for State and local civil 
defense personnel and administrative expenses. 

The above request was denied by the House on March 24, 1959, during their 
consideration of the second supplemental appropriation bill, 1959, H.R. 5916. 

I consider the Federal matching program proposed by this estimate vital to the 
publie interest and I urge that the Senate restore $2 million of the $3 million 
requested. Our budget estimate originally proposed that this program be imple- 
mented on April 1, 1959. However, due to passage of time, this target date is 
no longer realistic and has been amended to May 1, 1959. Asa result, the request 
of $3 million may be reduced to $2 million. 

In the summer of 1958 Congress enacted Public Law 85-606 making civil de- 
fense the joint responsibility of the Federal, State, and local governments. This 
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legislation was the result of extensive hearings conducted to establish the rela- 
tionship of civil defense to military defense. It represents a compromise between 
those feeling that civil defense is the sole responsibility of the Federal Govern- 
ment and those feeling that civil defense is primarily a State and local responsi- 
bility. 

An effective civil defense requires the full participation of each level of 
government with each assuming their full share of responsibility. The law, as 
enacted, made the congressional policy clear. The act states: “It is further 
declared to be the policy and intent of the Congress that the responsibility for 
civil defense shall be vested jointly in the Federal Government and the several 
States and their political subdivisions. The Federal Government shall provide 
the necessary direction, coordination. and guidence; shall be resnonsible for 
the operation of the Federal Civil Defense Administration as set forth in this 
Act: and shall provide necessary assistance as herein authorized.” Under this 
law Congress authorized $25 million each year for matching funds of State and 
local governments for personnel and administrative civil defense expenses, 

This policy has the full approval of the Governors’ conference, the American 
Municipal Association, the U.S. Conference of Mavors, and the National Associa- 
tion of County Officials. It has been endorsed by many other national organiza- 
tions and by a majority of others concerned with civil defense. 

In a late supplemental last year the Anpronriations Committee of the Senate 
stated: “The committee appreciates that additional responsibilities have been 
added by the new legislation for the sharing of personnel and administrative 
costs of civil defense functions at State and local level, but the committee be- 
lieves that appropriations for contributions un to one-half such total cost should 
awnit the more accurate figures to be nresented following the apnroval of State 
plans.” A large number of State and local plans have now been completed. 
Thev are anxious to proceed. 

The main reason which the present House committee gave for the denial of 
the $3 million requested for this program is stated as follows: “If the Federal 
Government were to start this program and provide Federal contributions for 
administration and jobs at various city halls it wonld create an indenendent 
bureaucracy that would be divorced from responsibility to either Federal or 
local governments which would prove to be wasteful and this organization 
would continually pressure Congress.” 

T cannot accent this statement given in the committee renort. Federal sssist- 
ance to the State and local governments as authorized in Public Law 85-606 
would assure State and local nlanning in accordance with the national nlen for 
civil defense and defense mohilization. It would also assure more effective 
utilization of equipment and personnel to accomplish these gonls. Tn order to 
do this each State and local government would necessarily establish a chain of 
command to insure proper direction and unified decisions under emergency con- 
ditions. State and local civil defense nersonnel would be directly resnonsible 
to other State and local officials. The fact that the Federal Government shares 
in the cost enables the Office of Civil and Defense Mobilization to be in a posi- 
tion to approve their administrative and operational plans. The law itself nro- 
vides for a merit system which will prevent hiring and firing through political 
pressures. 

Public Law 85-606 has revived the hopes of the States and local governments 
to attain an adennate staff for civil defense. Failure of the Federal Govern- 
ment to financially sunnort this program, at a time when both the President and 
the Congress have acknowledged their resnonsibilities therein, will greatly 
at the present relationship of OCDM with the State and local govern- 
ments. 

In view of the above, I appeal the decision of the House to deny the $3 million 
sunnlemental and request restoration of $2 million bv the Senate. Further 
progress in nonmilitary defense is primarily denendent unon participation of the 
States and their political subdivisions. Past exnerience has proved conclusively 


that this cannot be attained without some form of financial assistance. 
Sincerely, 


Leo A. HoraH. 
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SUPPLEMENTAL ESTIMATE IN HOUSE Doc. No. 58 
(p. 11) 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION 
FEDERAL CONTRIBUTIONS 


“For an additional amount for ‘Federal contributions’, including financial con- 
tributions to the States pursuant to section 205 of the Federal Civil Defense Act 
of 1950, as amended, to be equally matched with State funds, $3,000,000, to be 
derived by transfer from the appropriation for ‘Emergency supplies and equip- 
ment’, fiscal year 1959.” 

Public Law 85-606, approved August 8, 1958, authorized a new program to 
provide Federal financial contributions to States and political subdivisions for 
necessary civil defense personnel and administrative costs. These contributions 
would be made following the approval of State plans for civil defense which 
must be consistent with the national plan for civil defense and may not exceed 
one-half of the total cost of the State and local expenses for these purposes. 
This proposed transfer is to provide $3 million to initiate this program in the 
last quarter of this fiscal year. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
Washington, D.C., February 13, 1959. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Deak Mr. CHAIRMAN: Transmitted herewith are detailed justifications support- 
ing the 1959 supplemental estimate of $3 million for the Office of Civil and Defense 
Mobilization transmitted by the President on February 11, 1959. This estimate 
implements authority provided by Public Law 85-606 for making financial con- 
tributions to the States, on a matching fund basis, for State and local civil defense 
personnel and administrative expenses beginning April 1, 1959. These contribu- 
tions would be made only following the approval of State operational civil defense 
plans, The $3 million requested will be derived by transfer from the fiscal year 
1959 appropriation for “Emergency supplies and equipment.” 

The legislation embodied in Public Law 85-606 for joint Federal-State partner- 
ship represents a vital element toward a balanced civil defense program capable 
of achievement in the years ahead. It is most important that funds be provided 
in fiscal year 1959 to implement this legislation promptly as firm evidence of 
Federal willingness to assume leadership in this joint program. 

Sincerely, 


Leo A. HoEGuH. 


EXECUTIVE OFFICE OF THE PRESIDENT—OFFICE OF CIVIL AND 
DEFENSE MOBILIZATION 


SUPPLEMENTAL ESTIMATES, FISscAL YEAR 1959 


FEDERAL CONTRIBUTIONS 


“For an additional amount for ‘Federal contributions’, including financial con- 
tributions to the States pursuant to section 205 of the Federal Civil Defense Act 
of 1950, as amended, to be equally matched with State funds, $3,000,000, to be 
derived by transfer from the appropriation for ‘Emergency Supplies and Equip- 
ment’, fiscal year 1959.” (Independent Offices Appropriation Act, 1958.) Appro- 
priated 1958, $17,000,000; supplemental estimate, 1959, $3,000,000. 
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Program and financing 





























i Fe 
Presently Revised 
available | estimate Increase 
fiscal year fiscal year 
1959 | 1959 
Program by activities: 
1. Attack warning- ---- onan haiasbase nimeenn -----| $1,135,000 $1, 135, 000 : 
Og on eau yeonwni as 7, 475, 000 7, 475, 000 |- 5 ae 
3. Public safety devices..-..............-..-- vskoneed 378, 000 378, 000 |__._- ee al 
4. Medical supplies and equipment-__-____.-.-.._.--------| 295, 000 fT eae. 
iy NINN UII i chic ek niiecenesnascuss os 560, 000 | BRUNE ies eiccuccreee 
6. Mass care equipment : sel se detiacunidersaweie eek | 10, 000 | | eer ay 
7. Engineering supplies and equipment__-_-_-_-___-_- .| 1, 010, 000 | at} ae oe 
8. Construction and general equipment----_---------- 3, 107, 097 BSN Bectworke<ceees 
9. Preservation of vital records.................--...-...- 300, 000 300, 000 |_- so. 
10. Personnel and administrative costs_........-...-----.-- [ie-sbaneennenel 3, 000, 000 | $3, 000, 000 
ami ebiteebiees.. 2.55202. 555522. 25... 22... | 14,270,097 | 17,270,097 | 3,000,000 
Financing: Unobligated balance brought forward ----_----.---- —14, 270,097 | —14, 270, 097 | -- ‘ike 
PON «noon eee ce cane ccc en aennseesenceenenct sawebeu ba cwekl 3, 000, 000 | 3, 000, 000 
i 
Object classification 
Presently | Revised | 
available estimate Increase 
fiscal year fiscal year 
1959 1959 
3 ie 
11. Grants, subsidies, and contributions. _....---------------- | $14, 270, 097 | $17, 270, 097 $3, 000, 000 


| 








Personnel and administrative costs, $3 million 


Public Law 85-606 provides:authority for making Federal contributions of not 
to exceed one-half of the total cost of necessary and essential State and local 
civil defense personnel and administratives expenses. These contributions will 
be made on the basis of approved plans for civil defense of the States which are 
eonsistent with the national plan for civil and defense mobilization. 

As was pointed out in the House report on H.R. 7576, the task of developing 
an adequate civil defense capability at State and local levels requires a staff of 
experienced, trained, full-time specialists. Through this program the Federal 
Government will provide a stimulus to State and local efforts. In this way 
the principles of joint responsibility enunciated in the law will be realized. 
This supplemental request contains funds required for the immediate imple- 
mentation of this preparedness program and covers the period from April 1, 1959, 
to June 30, 1959. This represents a very realistic implementation date inasmuch 
as approved initial plans from all States participating at the beginning of this 
program are scheduled for completion on or before February 28, 1959. Progress 
to date coupled with the unanimous enthusiasm of the participants further sup- 
ports this implementation date. 

Meetings with State and local officials were conducted in order to determine 
the most acceptable and desirable methods for implementation of this legislation. 
Items discussed during these meetings included, (1) functional areas represented, 
(2) minimum staffing required to carry out responsibilities, (3) number of civil 
defense employees now available at the various levels of Government, and (4) 
availability of State and local funds to support this program. A list of fune- 
tions inherent in a national program was prepared and discussed. It was 
further agreed that the emphasis to be given individual functions would have 
to vary depending on such factors as: terrain, climate, geographic location, ete. 

In December 1958, OCDM sent teams into New Jersey, Ohio, Georgia, Michigan. 
Louisiana, Kansas, California, and Oregon to develop State plans as required 
by law in order to qualify for financial contributions. Both regional and na- 
tional OCDM personnel worked with the State offices on these pilot projects. In 
addition, the former executive director, Council of State Governments, now a 
consultant to OCDM on Federal-State relations, and officials of the Department 
of Health, Education, and Welfare, Division of State Merit Systems participated. 
These studies provided OCDM personnel with valuable experience and are now 
being used as models by the regions as they assist the rest of the States in 
developing their plans. 

Tn arriving at a formula to allocate a Federal appropriation among the States 
and Territories, consideration was given to the factors enumerated in Public 
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Law 85-606—(1) the criticality of the target and support areas with respect 
to development of the total civil defense readiness of the Nation, (2) the relative 
state of development of civil defense readiness of the State, and (3) population. 
A minimum of $25,000 (per year) will be made available to each State, Terri- 
tory, or possession, and the District of Columbia for planning purposes. 

Funds required to implement this program on April 1, 1959, are identified by 
individual States in the table below. The average quarterly costs during 1957 
represents actual expenditure data gathered for OCDM by the Bureau of Census 
and does not include personnel and administrative costs incurred by municipali- 
ties under 25,000 or counties under 250,000 population. Estimated costs for the 
last quarter fiscal year 1959 under the Federal assistance program are based 
on information obtained during the December OCDM team visits to the eight 
pilot project States plus reports and analyses furnished by the regional offices 
as a result of State plans reviewed. These have indicated a most encouraging 
enthusiasm for and acceptance of this program at the State and local levels. 


State personnel and administrative costs for civil defense, 4th quarter, fiscal year 1959 





Estimated costs for | 























Average quarterly | last quarter fiscal 
costs during 1957 vear 1959 with | | Amount of 
Federal assistance Person- | Federal 
State en 2 See Mee nel contrj- 
| increase butions 
Nrmber State | Number | Total | 
of per- P.&A. | ofper- | P.& A. | 
sonnel | expenses | sonnel | expenses 
| 
NN fe inc muiine i 17 $28, 500 29 $48, 450 12 $24, 225 
i Saal ane ge 5S ee 11 19, 000 19 32, 300 8 16, 150 
Arkansas. _ Sark s 13 20, 500 22 34, 850 4 17, 425 
California_.. caee z 458 809, 500 641 1, 133, 300 | 183 | 465, 650 
NESS OCR ee ee ee 22 34, 000 37 57, 800 | 15 28, 900 
OT | se aste eis 61 124, 750 104 212, 080 | 43 87, 330 
Delaware : aes ee 9 | 14. 000 15 23, 800 6 11, 900 
District of Columbia_..._..-..----- 13 19, 500 22 33, 150 9 16, 575 
RS Beene Be So 22 53, 000 44 106, 000 22 53. 000 
I EO Se 3 71. 500 68 143, 000 34 71, 500 
Idaho___ a ka a a ale in ae 2 2. 500 4 5, 000 2 2, 500 
SE a ee eee ee 33 70, 500 66 141, 000 33 70, 500 
ae rae 26 45 000 36 63, 000 10 31, 500 
I ie i ale 7 11, 250 12 19, 130 5 9, 565 
Kansas-_____. eee pk iin 11 21, 250 22 42 500 11 21, 250 
ge ce ake 7 11, 000 14 22, 000 7 11, 000 
Louisiana_.__-____- silane aitacileaia Dal al 37 65, 500 63 111, 350 26 55. 675 
re eee c 18 25. 250 31 42. 930 13 21, 465 
Marvland__-_ ete ee td once ates me 45 98, 500 63 137, 900 18 68, 950 
Massachusetts_______-- = Hee 160 208, 000 272 353, 600 112 176, 800 
Michiean____.___- PE aoe oink an 125 194 000 206 319, 800 81 159, 900 
ES ee Te ee 34 58. 250 48 81, 550 14 40,775 
Mississippi _-. - Se ansaecaeecioe 5 8, 750 9 14, 880 4 7, 440 
NS de gn TN 51 89, 750 | 87 152, 580 36 76, 290 
PI ee, os ee, Ser SS 3 5, 750 6 11, 500 3 5, 750 
RE oes Dt Be ea 9 15, 000 15 25, 500 6 12, 750 
an 3 4,750 6 9, 500 3 4, 750 
Ne 5 | 9, 500 10 | 19, 000 5 9, 500 
New Jersey_._._.....__- SS EU ; 73 | 72, 250 | 124! 292, 830 51 120, 580 
I re SE nn ae 3 | 4, 000 6 | &, O00 3 4, 000 
ne | 586 1, 064, 750 820 | 1,490, 650 234 574, 530 
eens Caroling. ._............-..... 20 35, 250 34 | 59, 930 | 14 29, 965 
North Dakota__________-- oe 3 3,780 | 6 | 7,500 | 3 3, 750 
a Sa 90 138, 500 153 | 235, 450 63 117, 725 
RO 18 | 2 31 | 37, 830 13 18, 915 
Oregon Nag sical tae 31 | §8, § 53 | 99, 450 22 | 42, 250 
Pemiitvivetiia........--.-.-:-2...-- 99 | — 189,000 168 | 321.300 | 69 | 160, 650 
Rhode Island___________-- ee 13 | 17, 750 | 18 | 24, 850 | 5 12, 425 
YS eae 5 6, 250 | 10 | 12, 500 | 5 | 6, 250 
South Dakota eee oes 3 | 3, 000 6 | 3, 000 3 3, 000 
0 OSS os ee eee a 27 | 42, 500 46 72, 250 19 | 36, 125 
Temas... ..- Da Macatee et oe va 47 84, 500 80 | 143, 650 | 33 71, 825 
Utah a ee 9 | 15 | 19, 980 6 | 9, 990 
Oe 4 | 8 | 14, 500 4 | 7, 250 
EE beh) ah tee 16 | 27 | 43,350 | 11 | 21, 675 
POND eo a 39 | 66 | 91, 800 | 27 | 45, 000 
West Virginia_____ Sas ei s 6 7,000 10 11, 900 | 4 5, 950 
SN <r Poe te ee 44 101, 750 75 72, 980 31 76, 490 
Weemieeg............ ee eee, 3 | 5, 750 | 6 11, 500 3 5, 750 
> iia ; ae 3 3, 750 | 6 | 7, 500 3 3, 750 
Ee es 11 | 16, 000 19 27, 200 8 | 13, 600 
PN os UE ee 107 | 34, 750 | 182 | 59, 080 | 75 29, 540 
rata 2, 501 4, 248, 500 | 3, 940 6, 669, 430 1, 439 3, 000, 000 
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The above increases to State and local civil defense staffing represents the 
nucleus required to establish and direct those functions necessary for the non- 
military defense of the Nation. Qualified personnel are presently available from 
the State survival planning groups, and it is anticipated that full utilization wil] 
be made of their talents and experience in the initial expansion of State and 
local civil defense staffs. Other qualified personnel have been available to the 
States and local subdivisions, but their services have necessarily been on a part- 
time gratuitous basis due to lack of funds. No particular difficulties are there. 
fore foreseen in the rapid expansion to the staffing indicated in the above table, 


GENERAL STATEMENT 


Mr. Horen. Mr. Chairman and members of the committee, this 
request that we are asking for was denied by the House on March 24 
as the Senator from Washingion stated. 

The reason the request. was made was to enable us to implement 
Public Law 85-606 which was enacted by the Congress during August 
1958. 

This public law established as a principle, for the first time, that 
civil defense was the joint responsibility of the Federal, State, and 
local governments. Prior to that time Public Law 920 had enunciated 
the principle that the State and local governments were primarily 
responsible for civil defense. Public Law 85-606 represents in my 
opinion a compromise between those who advocate that civil defense 
should be a national effort only and those who believe it should be a 
State and local responsibility. 


I would like to quote from the law which the Congress enacted 
which states as follows—— 

Senator Macnuson. Are you reading from your statement ? 

Mr. Horeen. No, I am not. 

Senator Magnuson. You want this put in the record in full. 

Mr. Horan. Yes, sir. 

(The statement referred to follows :) 


STATEMENT OF THE DIRECTOR, OFFICE OF CIVIL AND DEFENSE MOBILIZATION 


Mr. Chairman and members of the committee, I appreciate having this op- 
portunity to discuss the supplemental appropriation for the Office of Civil and 
Defense Mobilization for fiscal year 1959. 

The administration and the Congress have recently taken several significant 
steps forward in the strengthening of the Nation’s nonmilitary defense. Per- 
haps the most significant of these was the enactment of the Durham bill, Public 
Law 85-606, which made civil defense the joint responsibility of the Federal, 
State, and local governments. This legislation gives the Federal Government 
the authority, for the first time, to assist the States and local governments with 
their civil defense personnel and administrative costs. This law authorizes $25 
million each year for this purpose. 

Prior to its passage, the responsibility for civil defense was primarily that of the 
States and ther subdivisions, with the Federal Government providing coordina- 
tion and guidance. Federal financial assistance was not available to help them 
meet the costs of establishing and maintaining sufficient staff to carry out the 
essential functions so necessary in establishing an adequate civil defense. 

I recall that when I was a member of the Governor’s Conference Committee 
on Civil Defense that this principle was under discussion several times. Some 
contended that it should be the primary responsibility of the Federal Govern- 
ment and that civil defense should be federalized and nationalized. Most of us 
held that civil defense should be the joint responsibility of Federal, State, and 
local governments. Last year, this Congress sustained the position that it 
should be the joint responsibility of Federal, State, and local governments—a 
partnership—and it was so adjudicated when you enacted Public Law 85-606. I 
might add that not only the Governors’ conference, but the mayors’ conference, 
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the American Municipal Association, and the National Association of County 
Officials have all heartily endorsed this legislation and the appropriations 
authorized therein. 

States and local governments are now awaiting proof that the Federal assump- 
tion of joint responsibility for civil defense will be supported by appropriations. 

Federal funds appropriated for this program will be apportioned to the States 
for payment of their civil defense costs on the basis of several factors, such as 
(1) the criticality of the target and support areas within each State; (2) the 
relative status of civil defense readiness within the States: and (3) the popula- 
tion of each State. To assure freedom from political pressures, the law provides 
that personnel standards of the civil defense staffs of the States and localities 
participating in this program must be maintained on a merit system basis. 

This measure will assure a competent, full-time staff at the State and local 
level. 

Passage of Public Law 85-606 has assured the States and their political sub- 
divisions that the Federal Government desires to obtain a capable nonmilitary 
defense across the-Nation. It offers the States and local governments the neces- 
sary financial assistance to implement such a program. 

I would like to read to you excerpts from some letters I have received: 

General Ralph J. Olson, Wisconson Civil Defense Director, writes: “These 
funds are absolutely necessary to carry out the provisions of Public Law 85-606 
to provide Federal financial assistance to States and their political subdivisions 
for necessary personnel and administrative costs in civil defense. 

“As you know, the States and their political subdivisions were very disappointed 
when the last Congress failed in the closing days of their session to provide the 
necessary funds for this all-important program, and therefore as president of 
the National Association of State and Territorial Civil Defense Directors, I re- 
quest that you make every effort to accomplish this transfer in order that the 
States and cities will receive this assistance in the last quarter of this fiscal year.” 

Walter P. Halstead, Minneapolis civil defense director and president of the 
U.S. Civil Defense Council writes: 

“During the past few weeks I have received an increasing volume of mail 
from the members of the U.S. Civil Defense Council concerning the current 
budget requests of your agency to Congress. It is the feeling of county and city 
civil defense directors throughout the United States that your current requests, 
with particular attention to the portion dealing with administrative matching 
funds, hold the key to the future development of civil defense in our country. 

‘It is not equitable to ask the local government to carry this entire burden, 
and local officials are now questioning the necessity for the program based on 
the fact that the administration and Congress are not taking a realstic attitude 
toward its need.” 


* * * * * * * 


“We feel that it is your immediate responsibility, as Director of the Office 
of Civil and Defense Mobilization, to present to Congress our desires and feelings 
in regard to this matter. We sincerely hope that you will make every effort 
to properly convey our concern to the committees before whom you will appear.” 

Also, IT have a letter here from Col. Hubert Schon, the State civil defense 
director for Minnesota. He writes: 

“T have just finished meeting with Governor Freeman and his civil defense 
advisory council which was called today into emergency session. This meeting 
was attended by leaders of both the house and the senate of the State of 
Minnesota. 

“One of the major concerns that our council considered was the status of 
funds to be made available on April 1, 1959, to our State, county, and local civil 
defense organiz*tions under the authority of Public Law 85-606.” 

As I wrote Chairman Hayden a few days ago, I strongly feel that failure 
of the Federal Government to financially support this program, at a time when 
both the President and the Congress have acknowledged their resnonsibilities 
therein, will greatly jeopardize the present relationship of OCDM with the 
State and local governments. 

The original supplemental request for $3 million was for funds to implement 
this progrm for the period from April 1 to June 30, 1959. We have now changed 
the implementation date from April 1 to May 1, and have reduced the dollar 
requirement to $2 million. We are not requesting new funds for this purpose, 
merely the transfer of existing funds from the emergency supplies and 
equipment appropriation. 
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I can say, without fear of contradiction, that a strong and effective civij] 
defense is a vital part of the total national security of this country. In case 
of a nuclear war, the nation which can sustain itself and recover is the nation 
that will win. 

The very life blood of civil defense is the local and State governments— 
backed up by adequate and well-trained staffs—and the coordinated use of all 
government resources, facilities, and personnel—augmented by trained 
volunteers. 


It is most important that the transfer and use of this $2 million be authorized 
now in order that this program can be strengthened. 


BASIC LEGISLATION 
Mr. Horexu. The new law states: 


It is further declared to be the policy and intent of Congress that the responsi- 
bility for civil defense shall be vested jointly in the Federal Government and 
the several States and their political subdivisions. 

The Federal Government shall provide necessary direction for the Nation, and 
shall provide necessary assistance as herein authorized. 


Now, the law authorized $25 million each year to be appropriated 
by the Congress in order to implement it. This $25 million was to 
be used for matching personnel and administrative expenses of civil 
defense functions at the State and local level. 

This policy, I would like to point out, has the full support of the 
Governors’ Conference, American Municipal Association, the National 
Association of County Officials, the Mayors’ Conference, the Kestn- 
baum Commission, AFL-CIO, and many others. 


KESTNBAUM COMMISSION REPORT 


I would like to quote from the Kestnbaum Commission report: 


The Commission recommends that Congress amend the Federal Civil Defense 
Act to liberalize the financial participation of the National Government in critical 
State and target areas in civil defense administrative planning and training 
costs. The Commission believes that civil defense grants-in-aid to be necessary, 
unless the Congress established a direct national program of civil defense involv- 
ing the assumption by the National Government of predominant financial respon- 
sibility for this function. 


Now, last August we appeared before your committee. At that 
time, we had requested that we be authorized to implement Public 
Law 85-606. 

Senator Macnuson. For the purpose of the record, when was that 
passed ? 

Mr. Horeu. It was signed by the President on August 8, 1958. 

Senator Macnuson. Last year? 

Mr. Horcu. Yes, sir. 

COMMITTEE REPORT 


In your report you make the following statement, and I quote : 


The committee appreciates that additional responsibilities have been added 
by the new legislation for the sharing of personnel and administrative costs of 
civil defense functions at the State and local level, but the committee believes 
that appropriations for contributions up to one-half such total cost should await 
the more accurate figures to be presented following the approval of State plans. 

I would like to report at this time that these State and local plans 
have now been completed and the States and the local governments 
are most anxious that this program be carried out. 

Senator Macnuson. The history of that, as you will recall, Gov- 
ernor, is that at the time we turned down the request, and the House 
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did, too, on the basis that the States had not come in with a lot of 
their programs and your division so reported. 

Then on the floor of the Senate we set aside, as I recall, a certain 
amount conditioned upon the time when the States would come in with 
their programs. The Senate passed that and that was not approved in 
conference, they left it just as it was. 

Mr. Horen. Yes, sir. 

STATE COOPERATION 


Senator Maenuson. Now, time has passed and let me ask this ques- 
tion: Have the States come in now with their programs? 

Mr. Hoecu. Yes, sir; all of them, including the Territories and 
ossessions of the United States. 

Now, these funds, if granted, are to be apportioned to the States and 
the local governments on the following basis 
Senator Magnuson. We have no more territories? 

Mr. Horen. That is right, sir. 
Senator Maenuson. We do have the Virgin Islands. 





APPORTIONMENT BASIS 


Mr. Horcu. It will be apportioned on the following basis: Five- 
ninths on the basis of the criticality of the area; three-ninths on the 
basis of the relative status of civil defense; and one-ninth on popu- 
lation, with no State to receive less than $25 thousand for the full year. 

Now, you asked, what will be accomplished by implementing this 
law ? 

One: Let me assure you it will enable the State and local planning, 
actions, and functions to be in conformance with the national plan. 

This is most important because you need an overall coordinated 
and directed plan. 

Second, then it will enable us to strengthen civil defense where it 
should be strengthened, at the local and the State level, because if 
we ever had a nuclear attack the first government to function, act, 
and direct will be that of the local government. 

The local government is the very keystone of civil defense. It is 
important that the local government have a civil defense director 
and a staff that is adequately trained and capable of directing and 
coordinating this effort under the leadership of his mayor or of his 
county commissioner. 

The local government will be asked to do several important things, 
such as disseminating the warning and making the decision as to 
whether or not the people should move from the area or should take 
shelter. 

That decision is a local one. It needs good staffing so that it can 
make the right decision. They have to fight fires, detect radiation, 
and carry on many of the functions of normal government during the 
emergency. 

The third reason for implementing that law by Federal financing 
is that it assures the full use of all Government personnel, resources, 
and facilities at the State and local level. 

There are over 5 million employed in the local and State govern- 
ments. By this method of financing personnel and administrative 
expenses, we make it a requirement that the State and local govern- 
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ment personnel, facilities, and resources throughout the governments 
be available for emergency action should there ever be a nuclear 
attack. 

This is a good way to conserve finances and, most important, to 
marshal the coordinated efforts of all State and local governments. 

The fourth reason is that it would convince conclusively the States, 
the local governments, and particularly the people that the Federal 
Government is serious about civil defense. 

I could read letters here from many of the civil defense directors, 
but I will not take that time at this moment, but I would like to have 
permission to present those letters for your consideration. 

Senator Macnuson. All right, we will put those letters in the file 
for reference. We have several letters written to the Senators here 
which we will place in the record. 

(The letters referred to follow :) 


U.S. Crvit DEFENSE COUNCIL, 
March $1, 1959. 
Hon. Cart HAYDEN, 
Chairman, Apvronpriations Committee, 
U.8. Senate, Washington, D.C. 


DEAR SENATOR: It is my understanding that very shortly your commiftee will 
hold a hearing on a request made by the Office of Civil and Defense Mobiliza- 
tion for $83 million transfer of funds to allow this agency to implement the in- 
tentions of Public Law 85-606. This specifically has to do with matching funds 
for administrative purposes in civil defense. 

I am very vitally concerned with a favorable action on the part of your com- 
mittee in regard to these funds. Unfortunately, the House committee which con- 
sidered this legislation reacted unfavorably to the principle involved. I feel, 
however, that this was the result of some misunderstanding on the part of the 
committee members as to the purposes to which these funds were to be used. 
I believe that all the Members of Congress will agree that a good operational civil 
defense nlan is a “must” as part of our total national defense. Also, I believe 
they realize, as I do, that to date we have had no effective national civil defense 
organization. In isolated instances, because of good leadership and the dedica- 
tion of nublic-snirited citizens, we have seen civil defense work efficiently and 
effectively to minimize the results of natural disasters. Unfortunately, these 
situations are the exception rather than the rule. It has been my belief that 
by providing matching funds for administration, we will be able to eliminate 
many of the existing evils of the rresent prosram. Just briefly, I should like 
to enumerate what I feel should be the results of this program : 

(1) It will provide for qualified neonle to carry out the very imnortant 
administrative tasks involved in civil defense planning. At this point there 
are no standards or qualifications for civil defense officials. Asa result, the 
appointments have been made without rhyme or reason, some good and some 
bad. The instructions now set forth bv the OCDM include procedures which 
will result in only qualified individuals being eligible for the matching funds 
program. 

(2) The regulations which will be established for obtaining financial as- 
sistance make it mandatory that each civil defense program. both State and 
local, indicate exactly what their nlan of action will be and in what manner 
they will develop this plan. In other words, this will give us a standardiza- 
tion of training, nublic education, onerations, and so forth, that we do not 
now have, and will allow Federal and State authorities to direct the activi- 
ties of the local civil defense programs as part of a total civil defense sur- 
vival plan. 

(3) The assistance provided bv these funds will enable local civil defense 
authorities to build adequate staffs. In the majority of communities, local 
authorities have been willing to sunnort civil defense but only with half 
measures. Their theory has been that if the Federal Government does not 
feol that this is necessery, why should they assume the entire resnonsihility? 
If Congress does feel that it is necessary, why, then, are thev not willing to 
assist us in the program? I could cite to you numerous communities through- 
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out the United States which I know will increase their civil defense capa- 
bilities by much more than double. In most instances, the directors have 
informed me that if the Federal Government will indicate their willingness 
to support the program, their local authorities will give them much more 
cooperation than they are now doing. This will give “muscles” and sub- 
stance to what is now a skeleton program. 

As president of the U.S. Civil Defense Council, I am in constant contact with 
the county and city civil defense directors of our country. I know their prob- 
lems and needs, probably better than any other individual in civil defense in our 
eountry. The adoption of this principle of administrative direction and help 
from the Federal Government to the State government to the local government 
is vital to the proper development of the civil defense program of our Nation. 
Without this direction and assistance, I feel quite certain that local participa- 
tion in civil defense will decline appreciably and that we will then be faced with 
the problem of trying to develop a Federal civil defense force. Civil defense, to 
be successful. must be developed as a responsibility on each level of government, 
Last vear, with the reorganization of OCDM, the adoption of the national plan, 
and the passage of Public Law 85-606, we turned the corner on civil defense in 
this country. Today I believe that civil defense, and what could well be the 
survival of our democracy, depends very much upon the action which Congress 
shall take during the current session in regard to the civil defense program. 

I should like to appeal to you as representative of the individuals who have 
been given the responsibility of carrying out the civil defense actions on the local 
level to assist us in every way possible in obtaining the help we so urgently need. 

Sincerely yours, 
WALTER P. HALsTEAD, President. 


STATE OF MARYLAND, 
CrIvit DEFENSE AGENCY, 
Pikesville, April 6, 1959. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
U.S. Senate, 
Senate Office Building, Washington, D.C. 


Dear SENATOR HAYDEN: In view of the vital interest which the State civil 
defense directors have in the appropriations to implement the provisions of Public 
Law 85-606 for Federal contributions to State and local civil defense adminis- 
trative costs. I, as chairman of the legislative committee of the National Asso- 
ciation of State and Territorial Civil Defense Directors, respectfully submit 
these comments on H.R. 5916. 

(1) While the question of a deficiency appropriation for the last quarter of 
this fiscal year may not seem to important at the Federal level, there are com- 
pelling reasons for it at our levels. 

(a) We need concrete evidence, after so many years of promises by both 
the executive and legislative branches, that the Congress intends to carry 
out the program before we can get real local support for sound or firm 
plans to be ready for execution in the next fiscal year. 

(b) We need to have a general idea of the amount expected. because our 
plans necessarily vary with the amounts, since priorities of effort are very 
difficult to establish in civil defense. 

(c) For about 3 years the Federal Government has been providing 
(through the medium of survival projects) very valuable staff assistance 
to the State and local governments. That planning, organizational, and 
educational work must continue unless the funds already expended are to 
be largely wasted. Those paper plans cannot be developed into true opera- 
tional plans with the present limited State and local staffs, and it would be 
criminal to have them gather dust in the files of already overburdened volun- 
teer or minimal paid staffs. In short, we need to add a small percentage of 
the most qualified persons who worked on those projects to the permanent 
civil defense staffs at the State and some local levels. It would seem very 
uneconomical to lose them back to industry or other agencies during the 
next 2 months and then try to obtain untrained personnel after July 1. 
Many of these individuals like civil defense work to the extent that they are 
willing to accept lower salaries, but we cannot continue to make use of their 
talents with no compensation at all. 
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(d) Since the House Report, No. 238, indicated disapproval of the 
program in principle, rather than merely as a deficiency appropriation, we 
need the assurance that the Congress does really intend to carry out the 
Durham bill, passed last August. I am sure that a brief check with the 
House leaders will convince you that had Mr. Durham’s amendment to 
the supplemental appropriations bill not been subject to a point of order, it 
would have been accepted by the House. 

(2) The appropriation for fiscal year 1960 is absolutely vital to State and local 
civil defense efforts. 

(a) After the years of “promises” and recommendations of such Federal 
assistance, a failure of appropriations now would just about kill off the 
State and local programs. Every member of our State legislatures are well 
aware of the more than a few Federal dollars that go into programs where 
the Federal responsibility is a lot less clear than “common defense.” They 
are pretty tired of hearing from the civil defense officials about the inten- 
tion of the Federal Government about increased assistance, etc., and all the 
free speeches, resolutions, and enabling acts in the world will fail to encour- 
age them to continue the State and local expenditures without something 
more than Federal training of key people, stockpiles, contributions to equip- 
ment not needed for day to day responsibilities, technical assistance, ete. 

(b) The lack of uniformity or even effective coordination throughout the 
country is apparent to all. We can never accomplish it with every State 
and political subdivision having to accept the full responsibility without 
the continuity of effort that can only be accomplished by administrative and 
executive staffs of quality and permanence. 

(c) Mathematically doubling zero may still remain zero, but if we can 
obtain one paid civil defense employee where now there are none, we will 
actually more than double the results. 

(ad) We need full-time training leaders and instructors. While existing 
agencies can give some minimum of training it cannot go much beyond in- 
doctrination and orientation when we are faced with the training require- 
ments for handling the problems of a war caused disaster. Please contem- 
nlate briefly a few of the problems—rural fire companies assist in combating 
the holocaust of a citywide fire; country doctors, nurses, and health authori- 
ties with thousands of casualties 5, 10, or 100 miles away; the thousands of 
Government employees and citizen volunteers who need to know the details 
of rodinlogical monitoring, decontamination, etc. : the city departments faced 
with the problem of moving several hundred thousand people away from 
an area of most probable danger or into some reasonable shelter protection: 
the county and smaller town authorities who know that if war ever does 
come, thousands of casualties, refugees, or evacuees will become their re- 
sponsibilitv and a menace to the safety of the local citizens for whom they 
are basically responsible. 

(e) To think briefly of these problems makes it obvious that aggressive 
Feveral participation by way of financial assistance is necessary. It is 
also apnarent that struggling along with less than minimum administrative 
staffs, earnest volunteers, coordination of other governmental agencies, vague 
talk of military assistance, nebulous plans about industrywide plans, etc., 
will resn't in little tangible progress. 

(f) While we have increased in some degree our warnings systems, 
communications nets, casualty care capability, etc. over the past 9 
years and the ultimate goal can never be completely obtained, those are 
the basic things which we must continue to improve to the best of this 
Nations’ abilitv. To indicate that the Federal Government cannot af- 
ford to spend up to $25 million per year as authorized in the Durham bill 
to continne the progress made, is to relegate all civil defense effort to 
a meaningless or hopeless gesture. If that is what the Federal Govern- 
ment wants, it should have the courage to say so and not merely provide 
policy enidance, technical assistance, example, etc., and pass the real burden 
to the State and local governments. 

(3) We need different action from the Senate to offset the implications in 
House Report No. 238 concerning the deficiency appropriation in particular 
but the administrative contributions program in general. That report is full 
of several erroneous statements or implications for which there is absolutely 
no basis in the record, nor to our knowledge. It is not a “new” program. The 
Federal “help” has minimal and only the essentials of starting such a pro- 
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gram—totally inadequate to keep it going. I know of no facts to substantiate 
the implications of “jobs at city halls” or “independent bureaucracy.” At State 
and local levels civil defense staffs are directly accountable to the Chief Execu- 
tives, subject to policy and budgetary limitations of legislative bodies. It will 
be just as hard for us to get 50 percent of expanded cost from them as it is 
now to get 100 percent of the present cost. I challenge any Member of Con- 
gress to find a “wasteful” expenditure in Maryland’s past 7 years during which 
the State alone has spent about $1,750,000 without counting city, county, or 
Federal expenditures. The “pressure” which civil defense can exercise is so 
negligible compared to that available to the military, schools, health, parks, 
roads, airports, urban renewal, agriculture, etc., as to be meaningless. In my 
7 years before the Maryland Legislature, no organized group representing any- 
body has ever appeared on behalf of the civil defense budget. I know that we 
civil defense officials have brought our problem to our Senators and Representa- 
tives, but when our request stems from the request of the U.S. Government con- 
ference, conference of mavors, association of county officials, etc., I do not feel 
we can be accused of exerting pressure. The pressure is on us from civic 
associations, industry groups, veterans organizations, news media, ete., to do 
something about civil defense. If a little of that pressure wears off on the 
Congress, I feel we are only helning the democratic processes of government. 

Please believe me, sir, that the principle of the deficiency appropriation 
and the actual appropriation for 1960 can well determine whether or not any 
effective civil defense effort can continue in the United States. 

As a State which has had so-called major disasters, but which has not requested 
a cent of disaster relief funds during the 9 years that I have been con- 
nected with civil defense, I think my State can in good conscience plead for 
real Federal assistance to the civil defense program. I know that our two 
Senators will strongly support the principles of these appropriations. Our 
Governor addressed a letter of support to the House committee, but to avoid 
bothering his staff or yours, I will not suggest that a similar letter be sent to 
your committee. 

On behalf of my colleagues in all our States and Territories, I earnestly request 
that you and the other members of your committee give the budget requests for 
both years your most careful, and we hope favorable, consideration. 

Respectfully yours, 
SHERLEY EWINa, 
Chairman, Legislative Committee, NASTCDD. 





U.S. SENATE, 
COMMITTEE ON ARMED SERVICES, 


April 9, 1959. 
Hon. CArL HAYDEN, 


U.S. Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: I have seen a copy of the letter sent to you by Mr. 
Sherley Ewing concerning civil defense appropriations and, while it is not my 
intention to interfere in any way with the operations of your committee, I would 
like to emphasize that I, personally, shall appreciate the careful consideration I 
know his views will receive. 

Mr. Ewing is director of civil defense in Maryland and is chairman of the 
legislative committee of the National Association of State and Territorial Civil 
Defense Directors. He is highly respected as an authority in the field of civil 
defense and has been of great aid to this office. 

With all good wishes, I am, 

Sincerely yours, 


J. GLENN BEALL. 


STATE OF MICHIGAN, 
OFFICE OF THE GOVERNOR, 
Lansing, April 8, 1959. 
Hon. Cart HAYDEN, 
Chairman, Appropriations Committee, 
U.S. Senate, Washington, D.C. 


Dear SENATOR HAYDEN: It is our understanding that very shortly your com- 
mittee will hold a hearing on a request by the Office of Civil and Defense Admin- 
istration for a $3 million transfer of funds for implementation of Public Law 
85-606. This law provides contributions for administrative purposes of State and 
local civil defense organizations. 
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The State of Michigan is among those States which qualify for receipt of 
moneys under this act. Such financial assistance will do much to assist both the 
State and local civil defense organizations here in Michigan to augment presently 
limited personnel. 

Your support of this budgetary request will be appreciated. 

With every good wish. 

Sincerely, 
G. MENNEN WILLIAMS, 
Governor. 


MICHIGAN SHERIFFS ASSOCIATION, 
Lansing, Mich., April 2, 1959. 
Hon. Cart HAYDEN, 
Chairman, Apnropriations Committee, 
U.8. Senate, Washington, D.C. 


Dear SENATOR: We respectfully urge favorable consideration by your commit- 
tee of the appropriation of $3 million to be used under Public Law 85-606 to 
match local funds in paying the salaries of civil defense officials for the balance 
of the present fiscal year. 

This ‘vould directly affect the offices of 30 of Michigan’s 83 sheriffs. 

Respectfully, 
Sheriff Jonn W. MILLER, President. 
Ferris E. Lucas, Secretary-Treasurer. 





City oF PorTLAND, OrEG., March 17, 1959, 
Hon. WAYNE Morsg, 
U.S. Senate, Washington, D.C. 


Dear Mr. Morse: Congressional action in passing Public Low 85-606 which 
made the Federal Government a coequal partner with States and local govern- 
ments and Reorganization Plan No. 1 which combined the Federal Civil Defense 
Administration and the Office of Defense Mobilization, together undoubtedly have 
done more to strengthen the organizational structure of the nonmilitary defense 
program of this country than any other two things since the inception of the 
civil defense program. However, effective organizitional structure is meaning- 
less without realistic operational capabilities. This is being developed at the 
Federal level and to a more or less degree at State and local levels throughout 
the country. A tremendous boost to increase effectiveness in nonmilitary defense 
planning and operational capabilities could be accomplished if Federal funds 
are made available to assist State and local governments in personnel and ad- 
ministrative costs of civil defense operations. Twelve million dollars for this 
purpose appears in the budget request of the Office of Civil and Defense Mobiliza- 
tion now being considered by Congress. This budget request also contains pro- 
vision for financial assistance to local governments in procuring organizational 
equipment and funds for radiological monitoring instruments. 

The civil defense organization of the State of Oregon, as well as those of the 
other political subdivisions within the State, including the city of Portland, 
would benefit materially from favorable action by Congress in approving the 
OCDM budget. In Portland, we feel the OCDM budget request is reasonable and 
realistic, and I would personally like to request your support. 

Yours sincerely, 
Terry D. Scorunk, Mayor. 


DovuGcLas County CIvit DEFENSE, 
Roseburg, Oreg., March 10, 1959. 
Hon. WAYNE MORSE, 
U.S. Senate, 
Washington, D.C. 


DeraR SENATOR: I have just returned from a very important meeting of the Fed- 
eral Committee on Education and Public Affairs and as a result of the information 
obtained at that meeting and the continuation of civil defense as a vital neces- 
sity I am asking you to do what you can in passing the civil defense budget when 
it comes before Congress. 
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Plans for the coming year are of such importance to every individual that it 
would be a catastrophe if the money was not forthcoming to carry them out. 4 

In addition to that and if I can accept the fact that you are in favor of civil 
defense, I would like for you to do whatever you can to support the appropriation 
to implement Public Law 606 which was passed by Congress at their last session. 

I hope I have not assumed too much in thinking that you are a supporter of 
civil defense. With kindest regards I am, 

Yours very truly, 
ARTHUR M. SELBY, Director. 


PoLK COUNTY CIVIL DEFENSE, 
Dallas, Oreg., March 24, 1959. 
Senator WAYNE MorsE, 
Senate Office Building, 
Washington, D.C. 

Dear SENATOR Morse: I am the Civil Defense Director of Polk County, which, 
as you know, is a part of your congressional district. I have worked as director 
of this county for the past 2 years in developing a program for the survival of its 
citizens and 15,000 people to be evacuated from the Portland area in the event of a 
war-caused disaster. As a result of many, many hours of conscientious labor 
given by volunteer citizens, we have developed a mere beginning of an effective 
program. 

We realize, however, that, although we do have some operational capability, 
in any large-scale disaster, particularly the kind that would occur in the event 
of enemy attack upon our country, we would be hard-pressed to be very effective. 
In order to be effective, civil defense must have effective direction and assistance 
from the Federal Government. In the past this has been one of the weakest points 
in civil defense. Today, however, the machinery is available for this Federal 
leadership. We have a national plan for civil defense, and a State survival plan. 
Polk County was the first county in Oregon to have a local survival plan as a part 
of the total program. 

It now becomes our job to put these plans into effect. Polk County cannot do 
this without assistance from the Federal Government. Public Law 85-606, passed 
by Congress during its last session, made possible this necessary assistance. Now 
it is up to Congress to make available the necessary funds to implement this pro- 
gram. The Office of Civil and Defense Mobilization has asked for $12 million in 
their 1960 budget to be used for administrative matching funds under Public Law 
85-606, and a supplemental appropriation of $3 million to put the program into 
effect during the last quarter of this fiscal year. 

Let me assure you, as a local civil defense director, that we need this assistance. 
Local civil defense organizations cannot succeed without it. If we,.are to build 
a proper civil defense program to meet the needs of our citizens, this assistance 
is absolutely vital. I would greatly appreciate it if you would give this matter 
your personal assistance and support. 

Sincerely yours, 


MELVIN L. Gitson, Director. 


YAMHILL County Crvi~ DEFENSE AGENCY, 


McMinnville, Oreg., March 8, 1959. 
Hon. WAYNE Morse, 


U.S. Senate, Washington, D.C. 


DeaR SENATOR Morse: I am the civil defense director of Yamhill County, 
which, as you know, is a part of your congressional district. I should like to 
ask your assistance in a matter that I feel is of vital concern to the citizens of 
this county as well as our entire country. I have worked as director of this 
eommunity, Yamhill County, for the past several years, endeavoring to develop 
an effective program of survival for our citizens in the event of a natural or 
enemy-caused disaster. As a result of thousands of hours of conscientious 
effort given by citizens, both volunteer and compensated, we have developed 
what I consider at least a beginning of an effective program. 

Although we have some capabilities for operations I realize, perhaps better 
than anyone, that any large seale disaster, particularly of the kind contemplated 
by enemy attack upon our country, would find us hardpressed to carry out any 
effective measures. Previously, we have been handicapped by a lack of proper 
direction and assistance from the Federal level. Today I feel that we are 
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finally headed in the right direction. We have a national plan for civil defense 
and a State survival plan. I am in the process of completing our local plan 
as a part of the total program. My community cannot do this without assist- 
ance from the Federal Government. Pub'ic Law 85-606, passed by Congress 
during its last session, provided for the possibility of this necessary assistance. 
Now it is up to Congress to make available the necessary funds to implement 
the program. The Office of Civil and Defense Mobilization has asked for $12 mil- 
lion in their 1960 budget to be used for administrative matching funds under 
Public Law 606, and a supplemental appropriation of $3 million to put the pro- 
gram in effect during the last quarter of this fiscal year. 

Let me assure you, as your local civil defense director, that we need this as- 
sistance, that our local program cannot succeed without it, and that the money 
received in this manner shall be well utilized to build a proper civil defense 
program for our citizens. I would greatly appreciate it if you would give this 
matter your personal assistance and support. 

Sincerely yours, 


BERNIE R. Newson, Director. 


Wasco County Court, 
The Dalles, Oreg. March 16, 1959. 
Hon. WAYNE Morse, 
U.S. Senate, Washington, D.C. 


Dear Senator Morse: As county judge of Wasco County I should like to ask 
your assistance in a matter that I feel is of vital concern to our county as well 
as our entire country. 

Previously we have been handicapped by a lack of direction and assistance 
from the Federal level. Today I feel that we are finally headed in the right 
direction. Public Law 85-606, passed by Congress during its last session pro- 
vided for the possibility of this necessary assistance. Now it is up to Congress 
to make available the necessary funds to implement the program. 

Let me assure you, as county judge of this county, that we need this assistance, 
and that our local program cannot succeed without it. I would greatly appre- 
ciate it if you will give this matter your personal assistance and support. 

Sincerely yours, 
JAMES A. HuNT, 
Wasco County Judge. 


LANE County CIVIL DEFENSE, 


Eugene, Oreg., March 18, 1959. 
Senator WAYNE L. Morse, 


U.S. Senate, Washington, D.C. 


Deak SENATOR Morse: I am the civil defense director of Lane County which, 
as you know, is a part of your congressional district. I should like to ask your 
assistance in a matter that I feel is of vital concern to the citizens of this county 
as well as our entire country. I have worked as director for Lane County for the 
past several years, endeavoring to develop an effective program for our citizens 
in the event of an enemy-caused disaster. As a result of thousands of hours 
of conscientious effort given by citizens, on a volunteer basis, we have developed 
what I consider to be a reasonably effective program. 

Although we have some capabilities for operations I realize, perhaps better 
than anyone, that any large-scale disaster, particularly of the kind contemplated 
by enemy attack upon our country, would find us hard-pressed to carry out any 
effective measures. Previously, we have been handicapped by a lack of proper 
direction and assistance from the Federal level. This condition is being changed, 
and a national plan is now being developed. In addition we have an Oregon 
operations plan, and our own Lane County operations plan. Assistance from the 
Federal Government, however, is necessary to the complete development of these, 
since State and local governments do not feel able to finance such programs. 
Public Law 85-606, passed by Congress during its last session, provided for the 
possibility of this necessary assistance. Now it is up to Congress to make 
available the necessary funds to implement the program. The Office of Civil 
and Defense Mobilization has requested $12 million in their 1960 budget to be 
used for administrative matching funds under Public Law 606, as financial 
assistance to State and local governments. 
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Let me assure you, as your local civil defense director, that such assistance 
will be most welcome, and that the money received in this manner shall be well 
utilized to build a proper civil defense program for our citizens. I would greatly 
appreciate it if you would give this matter your personal assistance and support. 

Sincerely yours, 
JAMES C. KoeEpKE, Director. 


YorK Ciry Civirt DEFENSE, 
York, Pa., April 1, 1959. 
Hon. JoserpH S. CLARK, 
U.S. Senator, U.S. Courthouse, 
Philadelphia, Pa. 


DEAR SENATOR CLARK: According to the enclosed copy of a letter from OCDM, 
Washington, D.C., the Federal Civil Defense Administrator has been denied his 
first request of $3 million for Civil Defense Administration expenses. I feel 
the Administrator has not been given a fair chance before the committee. 

If we are to have a strong civil defense program in the United States, we 
should be backed up by the U.S. Government. It is very hard for people in 
small communities to place any money toward civil defense, and that is why 
the Administrator is trying so hard to have his program put into effect. 

I hope, Senator Clark, that you will examine the committee’s report, and, if 
possible, I would like to have a copy so that I can show the people in the 
community in which I live what happened to the program. 

Thanking you in advance, I remain, 

Sincerely, 
JOSEPH N. GARRETY, 
Director, York City Civil Defense. 


[Copy of telegram received Mar. 20, 1959] 


ELLiIotT R. JACKSON, 
Secretary, U.S. Civil Defense Council, 
Atlanta Ciwil Defense Office, Atlanta, Ga.: 


Three million dollar transfer denied. Committee print carries following lan- 
guage: “The committee has denied the proposed transfer of $3 million to imple- 
ment a new program of Federal contributions to State and local civil defense 
organizations for administrative expenses. Federal help has been given for 
education, training, equipment, and other technical assistance. If the Federal 
Government were to start this program and provide Federal contributions for 
administration and jobs at various city halls it would create an independent 
bureaucracy that would be divorced from responsibility to either Federal or local 
governments which would prove to be wasteful and this organization would 
continually pressure Congress.” 

HuGH GALLAGHER, 
Office of Civil and Defense Mobilization, Washington, D.C. 


Berks County Civi. DEFENSE CounctL, INCc., 
Reading, Pa., March 9, 1959. 
Hon. Josep S. CLarK, Jr., 
Senate Office Building, 
Washington, D.C. 


My Dear SENATOR CLARK: On behalf of the Berks County Civil Defense Council, 
Inc., may I please ask for your full support to provide adequate funds for 1960 
which will provide, among other things, $12 million to be used or administration- 
matching funds under revision of Public Law 85-606. Also, a supplemental 
appropriation for 1959 for $3 million to be used to meet the cost of this program for 
the last quarter of the fiscal year, April 1 to July 1, 1959. 

Thanking you for your cooperation in this matter, I am, 

Yours very truly, 


Mrs. MARGUERITE V. OSMAN, 
Executive Director. 
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ARLINGTON CouNTY, VA., 
OFFICE OF CIvIL DEFENSE, 
Arlington, Va., March 5, 1959. 
Hon. A. WILLis ROBERTSON, 
U.S. Senate, 
Washington, D.C. 


Dear Mr. Rosertson: This letter is in reference to the President’s budget re- 
quest for the Federal Office of Civil and Defense Mcbilization for fiscal year 1960, 
It is also in reference to the supplemental request of $3 million or the imple- 
mentation of Public Law 85-606 for the last quarter of the current fiscal year. 

Arlington County is part of the Washington metropolitan critical target area. 
As a part of this critical target area, we are assigned highly important missions 
and responsibilities in the Commonwealth of Virginia operational survival plan 
which has been coordinated with the plans of the District of Columbia and the 
State of Maryland by the Commonwealth of Virginia. 

Financial assistance is necessary to assist us in carrying out these missions and 
responsibilities. Therefore, we recommend that favorable consideration be given 
those portions of the proposed budget and to the sunplemental request which will 
enable such assistance. In particular, we recommend that favorable considera- 
tion be given that portion of the budget and the supplemental appropriation 
requested to carry out the recently enacted legislation for sharing the cost of 
personnel and administration. 

Any action that you can take concerning these recommendations including 
forwarding them to the members of the Appropriations Committee, will be greatly 
appreciated. 

Thank you for your kind attention to this request, 

Yours truly, 
A. T. LUNDBERG, 
County Manager and Director of Civil Defense. 


IMPORTANCE OF PROGRAM TO NATIONAL SECURITY 


Mr. Horen. I would like in conclusion to state this, Senator, and 
I can say without fear of contradiction that a strong and effective 
civil defense is a vital part of the total national security of this 
country. 

In case of a nuclear war, the nation which can sustain itself and 
recover is the nation that will win. I say again that the very lifeblood 
of civil defense is the local and State governments backed up by ade- 
quate and well-trained staffs and the coordinated use of all government 
resources, facilities, and personnel, augmented by trained volunteers 
and also coordinated and directed by an effective national civil defense 
organization. 

Therefore, we say that it is most important that the transfer and 
the use of this $2 million be authorized now in order that this program 
can be implemented and that civil defense can be strengthened and 
improved. 

Senator Magnuson. Governor, tell us just how you would expect to 
use the $3 million. Is it for the hiring of personnel by the Office of 
Civil Defense, or for a grant to the local units for them to hire people, 
or how does it operate ? 

Mr. Horen. The Federal Government would match funds with 
the State and the local governments and the heads of the local gov- 
ernments like the mayor, would in his community augment his staff 
and obtain qualified personnel for this purpose. To help finance 
this augmentation, we then would match up to 50 percent of the per- 
sonnel and administrative expenses of the civil defense staffs and 
thereby secure qualified staff in the local and State governments. 
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We do not pick them. 

Senator Magnuson. You do not pick them / 

Mr. Horeu. No, sir. 

Senator Magnuson. It may be a mayor; it may be a State, or it may 
be the county unit ¢ 

Mr. Horcu. Yes, sir. 

Senator Magnuson. Or whatever the subdivision of government is? 

Mr. Horcu. Yes, sir. 

Senator Magnuson. They would come to you and say, “We would 
like to hire Mr. A for this work to go ahead with this plan that we 
have submitted and we would like to pay him X number of dollars 
per year, and we can only afford 50 percent of it, and then that appli- 
cation will be considered by you to pay the other 504 

Mr. Horen. Except to this extent: He would not submit, Senator, 
the name of A to us. 

Senator Macnuson. Well, they want to hire a person, let us say. 

Mr. Horen. Yes. 

Senator Magnuson. Of certain qualifications ? 

Mr. Horcu. Yes, sir. 

Senator Magnuson. And we want to pay him so much, or we have 
to pay him so much to get him, in some cases I suppose that would be 
it, but we have only X number of dollars and we would like to get 
50 percent of this cost. 

Mr. Horeu. That is right. 

Senator Magnuson. The House makes a very pertinent point which 
[am sure concerns all of us, when they talk about these people and the 
pressure that there will be upon Congress to continue. 


HOUSE COMMENT 


In your statement you say: “To assure freedom from political 
pressures,” which is mentioned in the House report— 
the law provides that personnel standards of civil defense staffs in the States 
and localities participating in this program must be maintained on a merit 
system basis. 

Mr. Horeu. Yes, sir. 

Senator Magnuson. How many of these places havea merit system ? 

Mr. Horen. All of the States have, sir. 

Senator Magnuson. All States have? 

Mr. Horan. Yes, sir. 

Senator Magnuson. For civil defense. 

Mr. Horeun. No. 1 meant they have a merit system within their 
State that would be applicable to civil defense. 

Senator Magnuson. In other words, if there is a merit. system in the 
State of Washington, before you made a grant you would make the 
suggestion to the State that the person they hired should come under 
that system. 


' Mr. Horeu. Yes, sir. As a matter of fact, it is mandatory by the 
aw. 


Senator Magnuson. Because once he gets in there he is in forever: 
is he not? 


Mr. Horcu. Provided he is capable and qualified. 
Senator Magnuson. Do we envisage civil defense to go on forever? 


38932—59—_63 
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Mr. Horcu. As long as you have military defense, I see it going on 
forever. It is most necessary that we be able to protect our best re- 
source and that is people. 

Senator Magnuson. He might be a man that would go under the 
merit system and if this eased off, which we pray it might some day, 
he would fit into some other capacity in the State? 

Mr. Horcu. Yes. 


REQUIREMENT OF MERIT SYSTEM 


Senator Magnuson. But you are going to insist that they come un- 
der the merit system; whatever the merit system of the State may be? 

Mr. Horan. Yes, sir. 

Senator Magnuson. What if a mayor wants to hire him? 

Mr. Horeu. They have to have a merit system applicable to civil 
defense in that community. 

Senator Magnuson. Some cities do not have that ? 

Mr. Horen. Well, I think that in every instance the State laws are 
broad enough so that they can incorporate it in the community and 
thus fulfill the requirement. They will have to incorporate a merit 
system in the community before we would be able to match for per- 
sonnel expense. 

CRITERIA FOR GRANTS 


Senator Magnuson. Now, you have a criteria you set up in which 
you say the grants will be made on the basis of population, that is one 
criteria. What are the others? 

Mr. Hoecn. Criticality of areas. 

Senator Maenvuson. Criticality of target and support areas, rela- 
tive status of civil defense readiness within the States, and, three, the 
population of the State? 

Mr. Horen. That is right, sir. And five-ninths of it is based on 
the criticality of the area, three-ninths on the relative status of civil 
defense, and one-ninth on population. 

Senator Magnuson. You have no further questions? 

Senator ELLenver. I understood you to say a few moments ago that 
the 50-percent formula is to be applied on any additional facilities. 


YARDSTICK FOR STATE CONTRIBUTIONS 


Have you a yardstick established now as to what the State must 
contribute before it is entitled to the 50 percent ? 

Mr. Horen. Yes; we do. 

Senator ELLENpeR. Do you havea minimum ? 

Mr. Hore. We havea minimum standard that they must all comply 
with. 

Senator ELtenper. I see. 

Mr. Horecu. Some of them are above that standard; and when they 
are, we then take the liberty of matching those that may be above the 
standard, and those that are below the standard we help them to get 
up to the standard. 

Senator Extenper. Do you mean to say that, as to those who are 
above the standard, the Federal Government assumes some of the costs 
which are now being paid by the State ? 

Mr. Horeu. Yes; if they are above the minimum, sir, but have not 
reached what we felt was the optimum, then we say we will participate 
and help those communities. 
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I think, for instance, New Orleans is one like that. It has a good 
standard. 
Senator ELLENDER. We are above the standard, but not way above? 
Mr. Horcu. Not way above, but it is above the minimum level. 
Senator Macnuson. Louisiana has 37 employees; $65,000 State ex- 
enses. The amount of Federal contribution is estimated at $55,000, 
oo than 50 percent. 
Mr. Horcu. It would be revised to $37,000 in that we are only ask- 
ing for matching funds for the 2 months of May and June, sir. 
Senator ELienper. In asking this question, I did not have Loui- 
siana in mind, but I do know that there is much interest in this pro- 
gram down there. 


PROPORTION OF COSTS BORNE BY STATES 


According to the standards that you have established, what pro- 
portion of this cost ultimately will be borne by the States under the 
present law ? 

Mr. Horeu. Initially, I would say the Federal Government would 
assume approximately two-fifths and the State and local govern- 
ments about three-fifths. 

Senator ELLenper. Sixty—forty ? 

Mr. Horcu. Yes, sir; that is about the way it looks now, Senator 
Ellender. 

Senator ExLLenper. That you envision under the law as it now 
stands on the statute books? 

Mr. Horcu. Of course, I am authorized to go to 50 percent for per- 
sonnel and administrative expense. However, I did point out that 
many of them are carrying on quite a good civil defense program with 
a good staff. 

However, they do need to additionally augment them so that they 
would be truly effective. I would say that from scratch it looks like 
the Federal Government would take over about two-fifths and the 
local about three-fifths of the cost. That is an estimate at the begin- 
ning of the program. 


STOCKPILING OF CRITICAL MATERIALS 


Senator ELLenper. Whaat is your present formula for the cost- 
bearing of the stockpiling of critical materials? 

Mr. Horcu. That is, of course, under the prevailing law and was 
in effect prior to the enactment of Public Law 85-606. In those in- 
stances we contribute 50 percent for equipment and materials and 
the local government 50 percent. That has been in effect. 

Senator ELLenpEr. Thank you. 

Senator Magnuson. Some cases you go over ? 

Mr. Horen. Yes, sir. 

Senator Macnuson. But, for the record, the average total, and I 


understand you are thinking of the average, the first quarter of the 
estimate is 2,501 people? 


TOTAL PERSONNEL 


The State expenses amount to $4,248,000 and the total number of 
personnel, including Federal, is 3,940, total expense is $6,600 plus, and 
our contribution is estimated here as 3, but that will be cut down to 2; 
is that correct ? 
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Mr. Horcn. That is right. 

Senator Macnuson. So they will be cut in ratio to that? 

Mr. Horenu. Yes, sir. 

Senator Youna. The money you are asking for now is only for 2 
months? 

Mr. Horcu. For May and June, sir. 

Senator Younc. How much will it take for the next full fiscal year? 

Mr. Hogcn. I am requesting for fiscal year 1960, the sum of $12 
million for this purpose. 


EFFECT OF NUCLEAR ATTACK ON FOODSTUFFS 


Senator Youna. I notice you are making plans for shelter in case 
of a nuclear attack, for medical supplies and all that. In the case of a 
nuclear attack all the foodstuff such as meat and vegetables and fruits 
will be destroyed, would it not ? 

Mr. Hoeen. All of it would? 

Senator Youna. Yes. 

Mr. Horen. No, sir. For instance, you take the wheat and the corn 
that are in the bins throughout the country. 

Senator Young. That is what I am getting at. I said fruit, vege- 
tables, and meat ? 

Mr. Horcn. Only if the radioactive particles were on it and you ate 
the food with it. For instance, let us take an apple. If the particles 
were on it, if you would wipe it off or wash it off and peel it, it is edible. 

If a steer has been subjected to radioactive fallout, butcher it, it is 
edible. 

So I consider all of these bins—— 

Senator Maanuson. How does butchering it get it out of the steer? 

Mr. Hoecn. In other words, while it has been subjected to radio- 
active fallout, i.e., radiation, that does not destroy its edibility at that 
time. Now, you probably would not want to eat it a year later, but if 
it were butchered very shortly after it had been subjected to the fallout, 
it is edible. 

Senator Youne. And corn and wheat would be good ? 

Mr. Hogren. Certainly corn is. Divine providence sort of looked 
after it. It wrapped up each kernel. If you clean it up, grind it, it 
is edible. It is just as good as those chocolate bars they gave us whien 
we were in the military. 

Senator Youne. There is not much of that available in the big 
consuming areas of the East, though. Why would there not be a 
necessity to store some of this grain there ? 

Mr. Horcu. As a matter of fact, Senator, we have that under 
study at this time and actually in my opinion it looks like we may have 
to make a little better distribution of our food supplies to have them 
available in the areas where you have a deficiency of food materials 
and take them away from those areas that have a surplus. 

For instance, the wheat and the corn, they are of good substantial 
substance for people to eat should you have nothing else. 


STORAGE OF GRAIN IN THE EAST 


Senator Youna. In case of a nuclear attack on New York, certainly 
Chicago would be involved also, and it would be almost impossible 
to get any shipments from the great grain-producing areas to the 
east. In that event it seems to me it would be wise to store some ef 
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this grain in the East where people could eat it as it is to provide 
shelter and medicine. 

Mr. Horcu. That is most important. 

Senator Younc. Maybe these people will not condemn the surplus 
crops we have quite as much as in the past. . 

Mr. Horecu. I don’t consider it a surplus. I consider it a strategic 
stockpile of essential items of food. 

Senator ELLenper. Tell that to Secretary Benson. You are part 
of the administration. Tell the President and Secretary Benson. 

As the Senator from North Dakota knows, they give us the works 
at every opportunity. 

Mr. Horcu. I am here to state how important it might be in case 
of anuclear attack that we have adequate food. 


BUREAU OF THE BUDGET APPROVAL 


Senator Macnuson. While we are on the administration, I must, 

of necessity, ask this question because I have been reading a lot about 
le around here with money. 
as the Bureau of the Budget approved this item ? 

Mr. Horcu. Yes, sir; the President and Bureau of the Budget 
have approved this item. This is the most vital item that I have ever 
brought to the Congress since I took over the position 19 months ago. 

Senator Macnuson. Now we will place in the record the statement 
of the agency, only that portion of the breakdown of States. 

I think probably you ought to revise it as to the 2 million. 

Mr. Horcu. We have that, sir. You just take off one-third on that 
final column. 

Senator Magnuson. Do that for the record so that if anyone asks 
about their own State we will have that. 

Mr. Horecn. Yes, sir. 

(The material referred to follows :) 


Estimated amount of Federal contributions 
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CRITICISM OF WASTE IN CIVIL DEFENSE 


Senator Ex.tenper. I presume you are familiar with the violent 
criticism of the Senator from Ohio, Mr. Young, about civil defense 
being a waste. 

Mr. Horeu. I have had my friends tell me about it; yes, sir. 

Senator Eixenper. You did not read about it ? 

Mr. Horeu. No, sir. 

Senator ExLLenper. I would presume we might get some kind of 
explosive statement from him if and when this item goes to the Senate, 

Mr. Horen. Mr. Chairman, I would like to put this in the record. 


CHEMICAL AND BIOLOGICAL DEFENSE 


Senator Macnuson. Good. Give us some ammunition to fight it 
with. 

Mr. Horcu. I want to be sure that the people are given every oppor- 
tunity to be protected should there ever be a nuclear attack. 

Not that I anticipate it, but should there be one, it means that the 
local government must have the capability of directing and serving its 
people and they look to the Federal Government for guidance and 
direction and for financial assistance to carry on this most vital 
program. 

Senator Magnuson. Governor, you probably know of this, you may 
not be able to answer it in full. 

We talk about fallout from atomic weapons. I attended a dinner 
recently with a group of scientists from a New England research insti- 
tute, one of the top places, at which one of the well-known scientists 
in the world exhibited a test tube about as large as two shakers of 
salt, with a white powder, flourlike powder, and which he said if 
distributed to kill that one tube would kill 50 million people. 

It could be thrown in the air and do it. 

Of course, a spoonful in a water system, he claimed, could paralyze 
a whole city. . 

I presume the civil defense and those responsible have some plans 
for things like that ? 

Mr. Horen. We have been working with the Department of Health, 
Education, and Welfare and with the Chemical and Biological See- 
tions of the Defense Department and with other agencies in working 
up plans for chemical and biological defense. 

Senator Magnuson. Because it seems to me that those things are 
even more dangerous if used than even some of the fallout we talk 
about. 

Mr. Horen. It is dangerous. 

Senator Magnuson. That would shape up to me the necessity for 
this kind of program because your health and sanitation, of necessity, 
becomes a local problem. 

Mr. Horen. Yes, sir. 

Senator Magnuson. Your waterworks, things of that kind. 

They exhibited some other test tubes that were just as terrifying, of 
nothing but just powders that could be used. So that with respect 
to a city like Seattle, or all cities that get their water from one source, 
you would have to have this kind of liaison with those people who 
understood that whole system, would you not ? 

Mr. Horen. Yes, sir. 
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APATHY OF THE PUBLIC TOWARD PROGRAM 


Senator Attorr. Governor, I am sure you have given this much 
thought, as much as anybody else, but is not one of the chief difficulties 
with your program the inability to get the average American indi- 
vidual interested in, or concerned about plans for the future in this 

articular area ? 

Mr. Horcu. There is no question about that, Senator Allott. That 
is one of our real obstacles. 

I would say this: That the Congress of the United States can make 
a great contribution in overcoming that obstacle by showing to the 

eople and to the State and local governments that they are going to 
take civil defense seriously by providing funds for matching per- 
sonnel and administrative expenses at the local and State level. 

I think it would do immeasurable good if the Congress would take 
that kind of action. 

Senator AtLorr. You mean simply by providing this money ? 

Mr. Horeu. Yes, sir; that would indicate to them that you mean it. 

Senator Atxorr. Well, I have been involved in it to some extent at 
the State level from the practical standpoint, and this is the thing 
that has concerned me more than anything else, that not much, no 
matter how much effort you and your predecessors and the people in 
interest have placed on it, that the real obstacle to overcome in making 
a meaningful civil defense program is in arousing the American people 
to the point where they believe that they have to do something about it. 

What, in your opinion, can be done to overcome this lethargy which 
does exist ? 

Mr. Horeu. I would say, No. 1, that you should grant approval of 
this transfer of funds today; that will make a real contribution. I 
mean that seriously. 

I go to mayors throughout the country. I visit with them, work 
with them in order to strengthen civil defense at the local level. That 
mayor looks me right in the eye and says, “When is the Federal Gov- 
ernment going to meet its joint responsibility obligation ?” 

Isay, “I hope that the Congress will do it this year.” 

Now, if you do it, it will convince that mayor that you mean business. 
That, in turn, has an influence upon the people of that community. 
They are looking to the Congress to make sure that it means to have 
an effective civil defense. 


EDUCATION PROGRAM 


Now, there are other things. We feel it is most important to inform 
people; we are not out here trying to fight the people. We are trying 
to educate them; inform them, so that they will have knowledge. 

We think that there are five things every American should know to 
protect himself : 

One, the warning signals and what they mean. 

Two, he should know his local civil defense emergency plan. 

We want a staff, a capable staff, to help formulate that plan in con- 
formance with the national plan. 


Three, every American should know first-aid and home prepared- 
ness. 
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Four, every American should provide for a fallout shelter to give 
him protection from radioactive fallout. 

Five, every American must know how to use Conelrad for official 
direction and instructions should there be an attack. Conelrad is at 
either 640 or 1240 on your radio dial. 

Senator Youne. Should you not add one more: provide something 
to eat ? 

Mr. Horecu. That is part of the home emergency preparedness pro- 
gram. 

Senator Maenuson. Are there any further questions? 

Thank you, Governor. 

Mr. Horeu. Thank you. 

Senator Macnuson. I am not trying to hurry this, but we have so 
many boards here that we have to hear. 

Let the record show that these other people representing the Office 
of Civil Defense were here. 

Mr. George Riley wants to make a statement. We will be glad to 
hear from you. 


AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL ORGANIZATIONS 


STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE 


HOUSE FLOOR DEBATE 


Mr. Rizr. If I may quote from the remarks by Mr. Holifield in 
the House recently, in the attachment to this statement, I will ap- 
preciate that indulgence. 

First, my name is George D. Riley and I am legislative representa- 


tive, AFL-CIO. 
Mr. Holifield took occasion to say—I am only taking excerpts— 


Last year we passed a bill, Public Law 85-606, which gave joint responsi- 
bility to the Federal Government and to the State government for the build- 
ing of a civil defense system in the United States. In that bill there was 
a provision that 50 percent grant could be made to the States and local sub- 
divisions for administrative purposes to build up this organization in the United 
States. 

By the denial of this grant the Congress has gone back upon the legislation 
it passed last year and in my opinion has broken faith with the States. 

I do not know at this time how this money could be provided, but I do feel 
that we are making a mistake in not recognizing that there is a problem of 
civil defense in this Nation and something should be done about it. 

As I recall the President’s request for supplemental funds to start this pro- 
gram was rejected late last summer with the specific provision that the execu- 
tive branch return, resubmit the item in a deficiency appropriation request 
after the Congress returned in January. 

I think it is important to note in this connection that the administration 
is no asking for the appropriation of new money. The request is for author- 
ity to transfer $3 million of unexpended funds from one account to another. 

The stack of hearings and reports on this table represents more than 3 years 
of study and investigation of civil defense matters by the Government Op 
erations Subcommittee on Military Operations of which I am chairman. In this 
time we have compiled 9 volumes of hearings comprising 4,000 printed pages 
of expert testimony. We have issued 4 carefully documented committee re 
ports, more than 250 expert witnesses, including the chairman and members 
of the Joint Chiefs of Staff, have assisted us in our appraisal of national civil 
defense requirement. 
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Mr. Chairman, if I may omit the rest of it and have it appear in 
the record, I will appreciate it. 

Senator Macnuson. Very well. 

(The material referred to follows :) 


Mr. Chairman, on March 24, 1959, the House defeated an amendment offered 
by Mr. Durham (North Carolina) requesting restoration of $3 million in the sec- 
ond supplemental appropriation. This $3 million amount was not a request for 
new funds but a request for transfer of existing funds available in the fiscal 
1959 budget of the Office of Civil and Defense Mobilization to cover the unani- 
mons mandate of Congress as contained in Public Law 85-606. 

This request for $3 million was to carry out the program of matching funds 
with the States and their political subdivisions to defray expenses of administra- 
tion and personnel requirements in manning State and local civil defense organ- 
izations. 

The Office of Civil and Defense Mobilization has appeared before your commit- 
tee and requested restoration of $2 million of the $3 million originally requested. 
This follows a logical and realistic process of requesting the necessary funds to 
implement a program authorized in Public Law 85-606. 

The present request of $2 million is a clear indication that OCDM is facing 
up to its responsibilitv and, in our opinion, shows the quality of leadership and 
direction given to OCDM programs by its Director, Leo Hoegh. The agency 
feels that April has already been lost as far as any implementation of this pro- 
gram is concerned, thereby reducing the amount needed by one-third. 

Mr. Chairman, it is seldom that we have opportunity to appear before a com- 
mittee of Congress and have our statements prepared for us in advance by a 
Member of Congress. Yet, this is the case in this instance and with your per- 
mission we request that the statement made by Representative Holifield on the 
floor of the House on March 24, 1959, be inserted in the record at this point. 

Mr. Holifield’s statement summarizes factually, concisely and effectively the 
need and the wisdom of granting the $2 million presently requested by OCDM 
to implement this very important responsibility as authorized by Public Law 
85-606. 

(See remarks by Representative Holifield, as attached. ) 


{From the Congressional Record, Mar. 24, 1959] 


REPRESENTATIVE HOLIFIELD’Ss STATEMENT IN Support OF OFFICE OF CIVIL AND 
DEFENSE MOBILIZATION REQUEST IN SECOND SUPPLEMENTAL APPROPRIATION 
(H.R. 5916) 


Mr. Ho.iFietp. Mr. Chairman, the gentleman from North Carolina (Mr. Dur- 
ham) rose a few minutes ago and cffered an amendment which was ruled out of 
order. The amendment was to allow the Federal Civil Defense Avency to transfer 
$3 million from money which they have, authorized for one purpose, and use it 
for grants-in-aid in the States in the perfecting of the Federal civil defense 
organization. 

May I say I think the amendment was out of order. It was not properly 
drawn. I conferred with the clerk of the committee and felt the amendment 
was properly drawn but I find out there was a mistake. But I want to comment 
on the substance of what the committee has done. Last year we passed a bill, 
Public Law 85-606, which gave joint responsibility to the Federal Government 
and the State government for the building of a civil defense system in the United 
States. In that bill there was a provision that 50-percent grants could be made 
to the States and local subdivisions for administrative purposes to build up this 
organization in the United States. By the denial of this grant the Congress has 
gone back unon the legislation it passed last year and, in my opinion, has broken 
faith with the States. Many States have passed legislation providing funds to 
build a Federal civil defense and a disaster organization. Denial of this $3 
million goes right to the functioning of your local State agencies and your city 
agencies in the field of disaster organizations. 

I do not know at this time how this money could be provided, but I do feel 
that we are making a mistake in not recognizing that there is a problem of civil 
defense in this Nation, and something should be done about it. 
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I will not take any more of the Committee’s time because I recognize the temper 
of the House, but I could not let this go by without calling the attention of the 
House to what I think is a grievous mistake. 

Mr. Morris of Oklahoma. Mr. Chairman, will the gentleman yield? 

Mr. HorIrtevp. I yield to the gentleman from Oklahoma. 

Mr. Morris of Oklahoma. I want to associate myself with the remarks of the 
gentleman. I agree with him fully in what he has said. 

Mr. HowiFietp. Mr. Chairman, the supplemental appropriation bill, H.R. 5916, 
reported by the Committee on Appropriations, has omitted one small item which 
could have great consequences on the fate of our Nation. I refer specifically 
to the President’s request for authority to transfer $3 million in civil defense 
funds from one account to another. 

During the past session, Congress enacted legislation authorizing the Federal 
Government to provide matching funds for civil defense administrative and 
personnel expenses of the States and localities. As I recall, the President’s 
request for supplemental funds to start that program was rejected late last 
summer with the specific provision that the executive branch resubmit the item 
in a deficiency appropriation request after the Congress returned in January, 
This request was resubmitted but the Anpropriations Committee apparently. has 
pot seen fit to include a provision for this item in the bill under consideration 

ay. 

I think it is important to note in this connection that the administration is not 
asking for the appropriation of new monev. The request is for authority to 
transfer $3 million of unexpended funds from one account to another. From a 
balance of $4.5 million in the civil defense equipment and supplies account, $3 
million would be transferred for use in matching, on a 50-50 basis, State and 
local funds for administrative and personnel expenses. 

The stack of hearings and reports on this table represents more than 3 years 
of study and investigation of civil defense matters by the Goverment Operations 
Subcommittee on Military Operations, of which Iam chairman. ‘In this time we 
have compiled 9 volumes of hearings, comprising 4,000 printed pages of expert 
testimony. We have issued four carefully documented committee renorts. 

More than 250 expert witnesses, including the chairman and members of the 
Joint Chiefs of Staff, have assisted us in our appraisal of national civil defense 
requirements. 

As a consequence of our study, the Military Operations Subcommittee in its 
basic civil defense report—House Report No. 2946, 84th Congress—set forth a 
series of recommendations designed to strengthen the Federal civil defense effort 
in keeping with the constitutional responsibility of the Federal Government to 
provide for the national defense. These recommendations were subsequently 
incorporated in proposed legislation—H R. 2125, 85th Congress—which was 
introduced in the House by every member of the subcommittee. 

One of the provisions of that proposed legislation would have authorized the 
Federal Government to provide matching funds for civil defense administrative 
and personnel expenses of the States and localities. While our comprehensive 
legislation was never acted upon, the Congress did adopt this particular pro- 
vision in the civil defense amendments of 1958—Public Law 85-606—which were 
introduced hy the distinguished gentleman from North Carolina (Mr. Durham). 
Those amendments were approved by the Armed Services Committee and enacted 
into law during the past session of Congress. 

In refusing to authorize a simple transfer of $3 million to carry out this par- 
ticular provision of law, the Appropriations Committee is in effect nullifying 
the findings of the Armed Services Committee as well as those of the Military 
Operations Subcommittee. 

I may also note that the purposes for which this transfer of funds is requested 
have been strongly endorsed or recommended by the various survey and study 
groups considering civil defense problems in recent years. These include the 
Kestnbaum Commission on Intergovernmental Relations, the project East River 
Group, the National Planning Association, and the Sarnoff Study Group. 

In addition the civil defense committee of the Governors’ conference, the 
American Municipal Associations’ Civil Defense Committee, as well as the 
National Association of County Officials, the American Legion, and the AFL- 
CIO have all recommended this program. 

The Appropriations Committee report accompanying the measure now under 
consideration is, by implication, very critical of the Office of Civil and Defense 
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Mobilization. It indicated that the funds under consideration would be waste- 
fully expended with no concrete benefits to the national security. 

Let me say that as a Member of Congress I have been an outspoken critic of 
the civil defense operations in the Federal Government. On more than one 
occasion I have raised objections to the manner in which the FCDA and its 
successor, the OCDM, have carried out civil defense functions at the Federal 
jevel, and I shall probably have many more critical things to say about the 
OCDM in the future. 

The point et issue today, however, goes to the question of whether we shall 
have any civil defense program in our Nation. While I believe that a vastly 
expanded Federal program is required before we can expect to have an effective 
national civil defense, I recognize that any program must rest ultimately upon 
the people of our Nation and their instrumentalities of government at all levels, 
including the State and local. 

The States and localities are willing to do their part, provided Federal leader- 
ship and assistance are forthcoming. To date the States have matched Federal 
funds amounting to $131 million for equipment, training, and other items in the 
matching program. Altogether, the States have budgeted approximately $24 
million for this program for the coming fiscal year. 

I have been advised by various State and local officials that unless increased 
Federal assistance is forthcoming we are in danger of losing the benefit of all 
the civil defense work accomplished to date. I am told that failure to provide 
such assistance will cause us to lose the nucleus of civil defense personnel now 
residing at the State and local levels. 

While many of us agree that our civil defense program is not what it ought 
to be, I am firmly convinced that we cannot afford to lose whatever capability 
we now have. With the Berlin crisis simmering, with the Communists on the 
march from Iraq to Bolivia, with trouble even in the remote land of Tibet, and 
with our missile development program and our overall Defense Establishment 
not only gaping but sagging, the Congress should not stand idle while our civil 
defense program is being dismantled. 

The Appropriations Committee report would make it appear as though the 
civil defense transfer authority requested by the administration would embark 
this Nation on an entirely new program—something new in the American scheme 
of things. In fact, there are many precedents for the type of assistance contem- 
plated in this request. Federal grants have long been used by the States to 
administer a number of health, education, and welfare programs, such as public 
assistance, vocational rehabilitation and education, and hospital construction. 
Federal funds have been used to administer the State employment offices. Fed- 
eral funds have supported the National Guard. Federal grants for administra- 
tive and personnel costs have made possible the successful operation of various 
agriculture and forestry programs. 

Time does not permit a comprehensive discussion of the many civil defense 
tasks facing our Nation. I intend to request a special order for an address of 
considerable length at a later date, but at the present time I should like to call 
attention to certain evidence of increased Soviet concern with civil defense 
matters. 

I have here a detailed study of Soviet civil defense compiled by the Library of 
Congress. It was completed only last week and includes the latest information 
available in Russian publications and other sources. 

According to the evidence collected in this study, the Soviet Union last year 
revised its civil defense plans to bring its program up to the requirements of 
thermonuclear warfare. The indication is that large segments of the Soviet 
population are being indoctrinated in techniques of survival and rehabilitation. 

In the face of this evidence and lacking any clear understanding of Soviet 
intentions, it is my firm belief that we in the United States should be attempting 
to build a civil defense program instead of stifling it in its infancy. 


GENERAL STATEMENT 


Mr. Ritry. May I answer one thing that Senator Allott raised a 
while ago. 

On frequent occasions there have been statements made that the 
_— are not aware of the danger, that they are not alert. Public 

aw 85-606 of the last Congress is to fill that vacuum. — It declares, 
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among other things, that it is the joint responsibility of the Federal 
Government and local and State governments to recognize the danger 
which is real, if not even apparent at this time. 

I think that this basic act will go further toward arousing the Amer- 
ican people to its responsibility. I will say this: that the biggest 
segment of organized wage earners is very alert to it. Many of our 
international unions are aware of what the situation is and they have 
definite programs which are translated and transmuted into resolution 
form in the biennial conventions of the AFL-CIO. 

It is on that authority that I have come here to present this case to 
you at this time. 


ATTITUDE OF UNION LABOR TOWARD CIVIL DEFENSE 


Senator Magnuson. The unions in particular have been very alert 
in the so-called big plant areas in having a program of liaison with the 
local program where there are great numbers of people employed in big 

lants. 
r Mr. Ritey. Yes, sir. I daresay it is even written into some of the 
wage contracts that there be such participation. 

In Cameron, La., about 18 months ago the AFL-CIO building 
trades department initiated a program to pull those people out of the 
depths of despondency from natural disasters, and natural disasters 
are recognized as a part of this general operation as well as man made 
disasters. 

Senator Atxorr. I am not sure from what you say, Mr. Riley, 
whether you misunderstood the point I was trying to make with: the 
Governor a while ago. I am completely for a civil defense program 
and I recognize that it is an absolute necessity. 

Mr. Ritry. Iam sure that is true. 

Senator Atxorr. I notice in your statement a statement by Repre- 
sentative Holifield which pinpoints exactly what I was saying. He 
says, on page 3: 

I recognize any program must rest ultimately upon the people of our Nation 
and their instrumentalities of government at all levels, including State and local. 

I wanted to emphasize the fact within my own limited experience 
in this area, it seems to me that getting the peonle to recoenize this 
problem and to cooperate with it is one of the fundamental areas in 
which an effort should be made. 

Mr. Rirey. It is the key to the whole thing. I am sure that co- 
-ordinated leadership is all that is needed to get the people on their toes. 
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CIVIL AERONAUTICS BOARD 


STATEMENTS OF JAMES R. DURFEE, CHAIRMAN, AND JOHN B. 
RUSSELL, CHIEF, OFFICE OF ADMINISTRATION 


House AcTION 


Senator Macnuson. That concludes the civil defense. 

The Civil Aeronautics Board. Chairman Durfee is here. 

The Civil Aeronautics Board requests partial restoration in the 
amount of $4,189,000 of the House cut in “Payments to air carriers,” 
and full restoration of the amount of $51,600 of the 10 percent House 
cut in the pay raise supplemental. 

Chairman Durfee is here in support of these restorations. 

We will place in the record your letter to the committee, the supple- 
mental estimate in House Document No. 58, and your justifications. 

You may proceed with your statement. 

(The material referred to follows :) 


Civit AERONAUTICS Boarp, 


Washington, April 1, 1959. 
Hon. Cart HAYDEN, 


Chairman, Committee on Appropriations, 
Washington, D.C. 


Dear Mr. CHAIRMAN: Reference is made to H.R. 5916, the Second Supplemental 
Appropriation Act, 1959, and House Report No. 238 which accompanied it. 

The bill as passed by the House on March 24, 1959, provided appropriations for 
the Civil Aeronautics Board in the amounts of $12 million for ‘Payments to air 
carriers”, a reduction of $6,085,000 from the estimates and $464,400 for “Salar’ 2s 
and expenses”, a reduction of $51,600 from the estimates. 

I transmit herewith, in the format prescribed’ by the committee, requests for 
amendment of the bill to restore the amount for ‘Salaries and expenses” to 
the full amount of the estimates, and to restore $4,189,000 of the $6,085,000 dis- 
allowed for “Payments to air carriers.” 

I earnestly hope that this request will receive the committee’s favorable con- 
sideration. 

Sincerely yours, 


JAMES R. DurFEE, Chairman. 


SUPPLEMENTAL ESTIMATE IN HOUSE DOCUMENT NO. 58 
(p. 12) 
CiviL AERONAUTICS BOARD 
PAYMENTS TO AIR CARRIERS 


“For an additional amount for ‘Payments to air carriers,’ $18,085,000, to re- 
main available until expended.” 

This proposed supplemental appropriation is to permit the Board to pay sub- 
sidy bills as they become due during the remainder of the current fiscal year. 

The increased subsidy requirement is largely for local service operations and 
reflects the impact of new routes authorized by the Board and the operation of 
new equipment by the carriers. 
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Crviz AERONAUTICS BOARD 
SALARIES AND EXPENSES 
(Second supplemental appropriation bill, 1959, p. 38) 


(P. 38, lines 24 and 25, of H.R. 5916 as passed by the House) 


I atts ire ptereoerinniegll aii ening $516, 000 
House allowance (a reduction of $51,600 in the estimate) _.__.__.____-__- 464, 400 
Neen eee en etaenteeseaieigs aies ic abaieeboacaunanenercnenss wommesmermpenmiis 51, 600 


AMENDMENT REQUESTED 
On page 38, line 25, strike out “$464,400” and insert “$516,000.” 
JUSTIFICATION 


Restoration in the full amount of the House reduction is requested. 

Under the bill, as passed by the House, the Board would not be able to continue 
its present staff. In other words, absorption of the $51,600 disallowed by the 
House would require the Board to freeze, not only existing vacant positions but 
also additional positions as vacancies occur. It is estimated that a total of 30 
positions would be involved to the extent of from 65 to 75 man-months of employ- 
ment during the last quarter of the fiscal year. 

The Board, during the current fiscal year, has already had to absorb substan- 
tial costs related to additional functions resulting primarily from legislation en- 
acted subsequent to preparation of the 1959 budget for which no provision was 
included in the appropriation for 1959. Such legislation includes the loan guaran- 
tee program, Public Law 85-307, which authorizes the Board to guarantee private 
loans to air carriers for the purchase of modern aircraft and equipment, and the 
Federal Aviation Act, under which the Board, on December 31, 1958, was required 
to reassume the investigation of light plane accidents involving fatalities and the 
determination of probable cause of all light plane accidents. In addition, the 
Board has recently moved to new quarters which necessitated absorption of 
moving and related expenses. The absorption of these functions and costs has 
placed a very severe strain on the Board’s available personnel and funds. 

The Board continues to fall further behind in virtually every major area of its 
work because the increase in workload has grown out of all proportion to avail- 
able staff resources. For example: In the rates area, the necessary diversion of 
staff to the general passenger fare investigation, the loan guarantee program 
and the development of new subsidy standards results in 75 percent of the air 
carriers receiving subsidy being under temporary rates with final rate pro- 
ceedings pending; and, in the aircraft accident investigation area, the point 
has been reached where the Board does not have staff to assign to each new 
accident requiring investigation. 

Further, the budget estimates for 1960, now before the Congress, recognize 
the Board’s situation and provide for a significant increase in staff. 

In view of the Board’s current workload problems and inadequate staff, 
absorption of the increased pay raise costs would result in worsening the 
problems presently facing the Board. Accordingly, appropriation of the full 
amount of the estimate is essential. 


Civi AERONAUTICS BOARD 
PAYMENTS TO AIR CARRIERS 
(House bill, p. 17) 


(House hearings, pp. 30-45) 


a a i $18, 085, 000 
Cee steumen 40, 750, 000 
House allowance (a reduction of $6,085,000 in the estimate) ________ 12, 000, 000 
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AMENDMENTS REQUESTED 


The Board requests the following amendment: 
Page 17, line 22, strike out “$12,000,000” and insert “$16,189,000”, an increase 
of $4,189,000. 


EXTRACT FROM HOUSE REPORT 


“Payments to air carriers.—The bill provides $12 million for payments to air 
carriers for subsidies, largely for local service operations, which is in addition to 
$40,750,000 already appropriated for this year. Subsidies to be paid do not draw 
interest and the amount provided will enable the Board to make necessary pay- 
ments, particularly since a substantial part of the funds requested are for 
payments on cases yet to be decided by the Board.” 


JUSTIFICATION 


Restoration of $4,189,000 of the $6,085,000 disallowed by the House is requested. 
The difference, $1,896,000, reflects net savings under rate orders either recently 
issued by the Board or expected to be issued before the end of this fiscal year. 
Accordingly, the current estimate of supplemental appropriation requirements 
is $16,189,000. 

The construction of this revised estimate, which is besed on a detailed reexami- 
nation of estimated payments and fund requirements for 1959, is summarized as 
follows: 


1. Prior estimate of total payments during the fiscal year 1959___ $58, 433, 751 
2. Reduction in above estimate under rate orders: 
(a) Already issued by the Board______-_-_-_- $1, 209, 000 
(b) Expected to be issued by the end of this 
DURES oo ee eo eo ee ee 687, 000 


SS 


3. Revised estimate of fund requirements: 

(a) Actual payments from July 1, 1958, to 

NR en codec eeu 37, 751, 412 
(b) Estimated payments under rate orders in 

effect or certain to be in effect from 

Mar. 24 to June 30; 10950-.... 2 cL 3. 15, 017, 774 
(c) Estimated requirements under new rate 

orders for which the timing of issuance 





has not been definitely determined___-_- 3, 768, 565 
———_ 56, 537, 751 
I MUNOCNUNINOEN 22 a nn EE Ee? peel ai ae ah ale — 40, 348, 751 
5. Supplemental appropriation requested__.......--.---------- 16, 189, 000 


As shown in item 3c above, $3,768,565 relates to rate orders yet to be issued 
and with respect to which there is some uncertainty as to whether the date of 
issuance will fall in this fiscal year or in 1960. Nevertheless, it is believed likely 
that, in the event that final rate orders involved are not issued this year, one or 
more of the carriers concerned will petition the Board for increased temporary 
rates and require additional payments this year. In any e:ent, to the extent 
that these payments may not be made this fiscal year, they will have to be made 
in 1960. Accordingly, since no provision has been made in the 1960 budget 
estimates for these amounts, it is requested that the supplemental appropriation 
be approved in the total revised amount of $16,189,000. 
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Civit AERONAUTICS BoARD 
PAYMENTS TO AIR CARRIERS 


Summary of estimated obligations and payments 


————LS SS 
































Estimate Revised 
per 1959 estimate Increase 
budget } 1959 
Estimated subsidy accrual (amount to be due carriers under 
fiaal mail rates) for carrier operations during the year._____- $40, 727,657 | $51, 329, 867 $10, 602, 210 
Deduct that part of the above subsidy accrual which is not 
expected to be covered by mail rates until later years_____.-- —532, 783 el 415, 720 —882, 937 
Subtotal, obligations for carrier operations during the | 
cic eencacrnennuiok iecaice weicinensedenhbaaaeaaenave- tate 40, 194, 874 49, 914, 147 9, 719, 273 
Obligations for carrier operations in prior years_.............-- 2,443,960 | 10, 757, 498 8, 313, 538 
Gross obligations . -- - ca aieueeaeeiieeinciiedt, 5 638, 834 60, 671, 645 18, 032, 811 
Reduction of amounts obligated in prior ‘years Paine noeenetadensamsmeinet —2, 090, 755 —2, 090, 755 
ED II iis nics ncingebecciimnen reas eee ines 42, 638,834 | 58,580,890 15, 942, 056 
Unliquidated obligations: 
Brought forward from prior years ._.........-.-..----.---- 3, 524, 494 4, 150, 967 626, 473 
Carried forward at end of year. --._...........---.--..-.-. —3, 580, 693 —4, 242, 388 —661, 695 
Uncollected refunds: 
Brought forward from prior years._.............-.-------- —1, 832, 635 —55, 718 1, 776, 917 
a ning Bonen Scan dhs nec atacand cmb Sessile 
a eee Sees [Peel ets oii on 40,750,000 | 58,433,751 | 17, 683, 751 
Payments in 1958 from 1959 appropriation...............|........-.-.--|---.-....---.- 401, 249 
| —_— 
Proposed supplemental appropriation...............----|-------------- Di cad | 18, 085, 000 
Request: $18,085,000 to remain available until expended. 
Needed: April 1, 1959. 
Current estimate of cash requirements, fiscal year 1959 
Funds available: 
(a2) Appropriation 1959 (realized) ........-...-.--------.---- $40, 750, 000 
(b) Payments in 1958 from 1959 appropriation_--------.---- 401, 249 
(c) CL fh ub eRee Und eile a Sun dbanasiaee te 40, 348, 751 
Actual subsidy payments made during the period July 1, 1958, 
CORD is lk Ce ca we piteritaee Ree tata 30, 196, 902 


Cash balance available as of Jan. 31, 1959____- Ranch chee bao 10, 151, 849 
Estimated cash requirements during the period Feb. 1 through 

June 30, 1959_---- aa ee Ae abe ee Ses. 28, 236, 849 
Estimated deficit and supplemental appropriation require WO ot ntsc 18, 085, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


, 


The amount appropriated for ‘‘Payments to air carriers’ in 1959 totaled 
$40,750,000. However, as shown above, $401,249 of this amount was expended 
during the fiscal vear 1958 under the “immediately available for expenditure” 
provision of the 1959 Appropriation Act. Therefore, the balance of $40,348,751 
represents the total cash available for expenditure during the fiscal year 1959. It 
is now esti" nated that during the fiscal year 1959, in order for the Board to pay 
the carriers’ subsidy bills as they become due, net payments will total $58,433,751. 
On this basis a deficit of $18,085,000 is indicated. 

In this connection, the Board, last year, in submitting its 1959 budget estimates 
to the Congress, pointe -d out thata suppleme ntal appropriation would be required 
for 1959. This was based on (1) the Board’s program for reexamination and 
modification of route structures, particularly, the local service area route pro- 
ceedings; (2) new equipment scheduled for delivery which would initially result 
in increased operating costs; and (3) other overall cost increases. However, since 
it was not then practicable to project how extensive the effect of these factors 


aor-= ——_ 


. 
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would be and since supplemental funds would not be required until the latter 
art of the fiscai year 1959, no provision for the anticipated increase was inciuded 
in the regular 1959 estimates. 

The situation has since clarified to a considerable extent, although many 
variables still exist, and it is now estimated that the 1959 supplement needed to 

ay the carriers’ bills will approximate $18,085,000. Thus, the current estimates 
reflect payments in 1959 in the total amount of $58,433,749 compared with the 
$40,750,000 included in the regular 1959 budget estimates. 

The current estimates are intended to reflect: (1) all route awards embodied 
in formal decisions or announcements by the Board, including adjustments to 
operating authority; (2) plans the carriers have made for reequipping with more 
modern and efficient aircraft; and (3) the cost effect of these new services and 
equipment. The validity of these estimates depends to a large degree on the 
time the new aircraft are acquired and put into service, when the routes awarded 
will be activated, and when the related mail rate revisions will be issued by the 
Board. 

A comparison of the Board’s current estimate of subsidy payments during the 
fiscal year 1959, with its estimates as submitted to the Congress a year ago, is 
shown by individual carrier in a table which follows. In addition, the detailed 
construction of the 1959 payment estimates is shown in an attached appendix 
which was constructed in connection with presentation of the Board’s 1960 budget 
estimates. Also, because it contains a substantial amount of information bearing 
on the subsidy estimates, there is attached a copy of the Board’s October 1958 
mae entitled “Service Mail Pay and Subsidy for the U.S._Certificated Air 

arriers. 


38932—59——_64 








1008 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 





1959 


Estimated payments to air carriers during the fiscal year 1959 





Carrier 


DOMESTIC TRUNKLINES 


Eastern (Colonial)_......-.------ 
la cena canteens 


Total. 


LOCAL SERVICE OPERATIONS 


Allegheny - pecaneicts 
a a al 
IN 5 i ssinescecerestveiserasp naa hcoaPagteene 
IE Bilin tp ddeatieuectaos 
Lake Central 
EG eel 
North Central 
Ozark 
Pacific 
i ee 
Continental (Pioneer) 
Te rt ee ed 
SE I ccicneams 
West Coast 


HELICOPTER OPERATIONS 


NES Se ee 
Los Angeles. _-_- 
New York.. 


I ited eee, 


ALASKAN OPERATIONS 


Aleske....... 
Alaska Coastal_.- 

Byers. iS . 
i 
Fllis Tat sie coada 
Northern Consolidated _ 
Pacific Northern 
Reeve__._-- 
Wien__. 


NE «ss cin tive 
HAWAIIAN OPERATIONS 


Hawaiian a 
Trans Pacific___-_--- 


INTERNATIONAL OPERATIONS 
RS eed. ssh ssealo ; 
Colonial (Bermud: isecoeis 
Northwest 
SE ctocmcbnsd:. 
Total all carriers_ ____ 
Appropriation 1959 (realized) 
Payments in 1958 from 1959 ap- 
propriation........... / 
Total available 1959 
Supplemental appropria- 
tion required 








Current estimate of payments during 1959 


Estimated 
payments 
in 1959 per 
1959 budget 





Actual, July 
1, 1958-Jan. 
31, 1959 


F stimated, 


June 30, 1959 


® 


ig hiatal $100, 142 $15, 658 
saniees rimminabdictais toad 3, 190, 361 1, 333, 068 
Bédsbdiles a 503 


3, 200, 


$3,448,113 | 2,076, 938 1, 631, 655 





Feb. 1, 1959- | 


1, B48, 726 





1, 657, 058 950,774 | ‘1, 009, 910 
2, 748, 824 1,675,068 | 1, 251, 460 
2, 629, 240 1,497,448 | 1, 664, 111 
1,685,215 | 1, 045, 3&3 | 831. 954 
1,673,255 | 1,905,246 | 1,248, 921 
2, 063, 627 2,324,308 | 2,822, 003 
3,034,352 | 1,550,204  2°372.843 
2,351,513 | 1,388,377] 2,641,507 
2, 855, 153 1,441,813 | 1, 038, 728 
~-2181,796 | —-:1,736,400 | _‘1, 428, 079 
3,273,519 | 1,722,774 | 1, 248, 905 | 
2, 183, 052 1, 223, 582 890, 882 | 
31, 764, 717 20, 538, 375 20, 080, 6E8 | 
1, 421, 600 | 883, 005 | 1, 066, 135 
1, 031, 000 | 554, 433 405, 257 
1,848,720 | 1, 295, 320 1, 459, 582 
4,301,320 | 2,732,758 2, 930, 974 
| 
$1,387,932 | $1,008,246 | $1, 749, 556 
340, 255 | 199, 289 | 149, 669 
oe 222,357 | 208, 034 | 172, 472 
247, 648 290, 399 | 328, 341 | 
50R, 363 | 396. 776 | 312,379 
2, 203, 606 | 1, 056. 368 | 993, 577 
712 —11.319 
818, 437 514, 244 446, 379 
5, 734, 598 3, 613, 068 4,141, 063 
. 
Ps 12, 284 | 623 
12, 284 23 
782,000 |_..__. | 1,567, 443 | 
Sec | 9, 914 |. | 
—1, 832, 635 | —1, 832, 638 
—_ — = | 
-1, 050, 635 9,914 —265, 195 
40,750,000 | 30,196,902 | 28, 236, 849 


40, 750, 000 |___- 


—401, 249 


40, 348, 751 





Total 


$115, 
4, 523, 
4, 639, 229 


800 


3, 708, 5 
1, 960, 
2, 926 
3, 161, 
1, 877, 
3, 154, 
5, 146, 
3, 922, 837 
4, 029, 884 
2, 480, 541 


93 


559 
307 
167 


j 4, 479 
, 679 
, 464 


40, 619, 033 


1, 949, 140 
959, 600 
2, 754, 902 


5, 663, 732 


82 757. 


802 
958 


oz, és 


348 
389, 56 
740 
155 
945 
5O8 
623 


557, 


709, 
2,04 
_ 19, 
960, 


7, 754, 131 


12, 907 


, 907 


7, 443 
9,914 
—255, 281 


58, 433, 751 


684 | 


| 
/ 
| 


429 | 


, 028 | 


311 | 


2. 638 | 


Difference 
incre ase t 
om rease (— 


+$115, 
+4, 523. ‘> 
+ 4, 639, 20 


+260, 480 
+303, 626 
+177, 704 
+32, 319 
+192, 092 
+1, 400, 912 
+3, 082, 684 
+888, 485 
-+-1, 678, 371 
— 374, 612 
+-9R2, ARZ 
—301, 840 
—68, 588 


+8, 854, 316 


+527, 540 
—71, 310 
+906, 182 


+ 1, 362, 412 


+-$1, 369, 870 
+8, 703 


+152, 149 
+319, 092 
+200, 792 
— 153. 661 

— If, 598 
+142. 186 


+2, 019 533 


+-12, 907 


+12, 907 


+785, 43 
+9, 914 
-4 


+795, 354 


17, 683, 751 


+401, 249 


18, 085, 000 


ee a ey es 
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Service Matt Pay aNp Sussipy For UNITED States CERTIFICATED AIR CARRIERS 
Civil Aeronautics Board, October 1958 


This report is the eighth in the annual series identifying the service mail pay 
and subsidy for the United States certificated air carriers. Part I of this report 
contains revisions of the prior estimates issued in October 1957, for each of the 
fiscal years 1951-59, as well as initial estimates for the fiscal year 1960. Part IT 
deals with the long-range trend in subsidy for the future. 


PART I 


Summary for period through fiscal year 1960 


The total subsidy accrual for air carrier operations during the fiscal year 1960 is 
estimated at $61,786,000; This is $10,455,000 in excess of the revised estimate of 
$51,331,000 for fiscal year 1959. (See table No. 1, following p. 13.) 

The local service earriers will receive the major portion of the increase. The 
Congress has indicated clearly its desire to foster and develop modern and efficient 
air transportation for the smaller communities which these carriers serve. The 
Board’s program, part of which has been implemented, has been designed to 
carry out the congressional mandate, and to derive the maximum benefit from 
each subsidy dollar. The Board’s objectives include reexamination of the car- 
riers’ routes, aid in reequipment problems and the development of incentives and 
procedures designed to produce an increasingly more economic and efficient air 
transport system. 

All domestic trunkline operations are expected to be subsidy free in fiscal year 
1960, as detailed in appendix No. 1. The Hawaiian carriers became subsidy free 
during fiscal year 1957. However, a sugar strike in the islands made it necessary 
for these two carriers to petition for financial assistance. during fiscal years 1958 
and 1959. The estimates anticipate that these carriers will again be self-sufficient 
by fiscal year 1960. In addition, it is estimated that all United States carriers 
operating internationally will be subsidy free in fiscal year 1960 with the exception 
of the Latin American operations of one carrier. 

The major portion of the subsidy estimated for fiscal year 1960 is required for 
(1) the local service carriers, (2) the helicopter operators, and (3) the carriers 
providing service to and within Alaska, as summarized below. 


Local service carriers 


The subsidy estimated for the local service carriers constitutes over 75 percent 
of the total subsidy requirement for fiscal year 1960. This estimate does not 
reflect the impact of route awards which may be made in cases now being processed 
by the Board nor does it reflect the effect on subsidy of the reequipment plans of 
various carriers which, at this point, have not yet been announced. 

In the October 1957 report the Board pointed out that the subsidy then esti- 
mated for fiscal year 1959 for this group of carriers might be increased by as much 
as $6 million as related to the above factors. At that time, the Board’s objectives 
for improving service to the public and increasing local carriers’ productivity 
included: (1) A program for reexamination and modification of route structures 
where appropriate; and (2) sponsoring legislation, later enacted, which would aid 
in financing more modern equipment with Government guaranteed loans. In 
addition, the Board also noted that it was undertaking to develop revised mail 
rate machinery being designed to provide added incentives to management to 
maximize revenues and minimize costs. 

The current estimates reflect the progress that has been made toward the 
attainment of these objectives. Accordingly, these estimates for the individual 
carriers are intended to reflect (1) all route awards embodied in formal decisions 
or announcements by the Board, including adjustments to operating authority; 
(2) plans the carriers have made in reequipping with more modern and efficient 
aircraft; and (3) the cost effect of these new services and equipment. The 
validity of these estimates depends, to a large degree, on the time the new aircraft 
are acquired and put into service and when the routes awarded will be activated. 

The Board’s continuing program for providing improved service to the smaller 
communities and expanding these services to communities which have never had 
air service has moved forward in a satisfactory manner until at the present time 
approximately 400 such communities are being served by the local service carriers. 

Although it is anticipated that new equipment and expanded route systems 
will tend to increase the subsidy requirement in the years immediately ahead they 
should, after a period of integration, make a substantial contribution toward 
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reversal of this trend. So far as fiscal 1960 is concerned, as noted above, the 
subsidy estimated for each carrier does not purport to reflect the impact of possible 
route changes involved in pending proceedings nor the acquisition of additional] 
newer-type equipment beyond that currently planned to be ordered. It is esti. 
mated that, for the local carriers as a group, such factors will result in an added 
subsidy requirement of approximately $4,500,000 for fiscal year 1960. This 
amount is not reflected in the succeeding tables and appendixes because it is not 
possible to particularize the portion of the $4,500,000 to be assigned to individual] 
carriers. This amount should be added to the $44,458,000 identified for the 
various local carriers, resulting in an estimated total subsidy figure of $48,958,000 
os the local carriers for fiscal 1960 and a resulting total of $61,786,000 for the 
industry. 


Helicopter operators 


The subsidy for the three helicopter operators is estimated to be $4,873,000 for 
fiscal year 1960. The approximate 10-percent increase in the estimate results 
from the substitution of passenger equipment for prior nonpassenger aircraft and 
the integration of later models of passenger-carrying helicopters. 


Alaskan carriers 


The subsidy requirement for the Alaskan carriers for fiscal year 1960 is esti. 
mated to be $7,128,000, a substantial increase over prior years. In the past 
these carriers’ operations performed for the military have contributed to a marked 
degree toward the reduced need for subsidy support. However, the amount of 
military charter contracts with the scheduled carriers has declined considerably, 
As a result of this factor as well as cost increases, the carriers’ subsidy require- 
ments have increased substantially. 

In pending proceedings the Board is reexamining the route structures of both 
States-Alaska and intra-Alaska carriers with a view toward improving service 
to the public in this area and reducing subsidy support. 


Service mail payments 

The data concerning service ee pexrantss and the volume of mail transported 
are as provided by the Post Office Department. 

The carriers have continued to improve service to the public and make expanded 
mail services available to the Post Office Department. At the same time the 
unit price paid to the carriers for the movement of mail by the Department has 
declined. The Department’s experimental program for transportation of non- 
priority mail has been continued, consistent with services rendered during the 
prior year. 

Bases of report 

The basic techniques in determining the various amounts for all fiscal years 
are those utilized in the reports for 1954-57. Consistent with these reports, the 
data as regards such payments are presented on an accrual basis, and do not 
necessarily correspond with the cash disbursements for each fiscal year. 

In accordance with established practice, this report reflects (1) such changes 
as have resulted from mail rate orders of the Board issued since the preparation 
of the October 1957 report, (2) the passenger fare increase effective February 10, 
1958, and (3) the most recent traffic, operating, and financial data tor all carriers. 
The totals for the years 1951-58 are not final since there are some carriers for 
which final rates are not yet completed for such periods; but in all cases where 
rates have been concluded, the resulting payments are shown. The cata for the 
fiscal years 1959 and 1960 are, of course, estimated. The carrier group and 
industry totals for the years 1951-53 are shown in tables No. 1 and No. 2, but 
the carrier detail is omitted since the data are the same as in the prior report. 

The estimated service mail pay and subsidy accruing for the fiscal years 1959 
and 1960 are based on the following assumptions, and changes in any of these 
factors could, of course, affect the estimates: 

(1) The continuation of the current level of economic activity; 

(2) The route and fare structures of the various carriers as constituted on 
October 1, 1958, in accordance with decisions in effect or announced as of 
that date; 

(3) Projected cost levels; 

(4) The mail rates embodied in orders of the Board issued since the prepa 
ration of the previous report; and 

(5) The estimates of mail volume as provided by the Post Office Depart- 
ment, 
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Determination of subsidy 


Since the Board is required to determine subsidy, and to fix rates for the service 
of transporting mail (i.e., service mail pay), only in formal proceedings after notice 
and hearing, the estimates in this report, as in all prior reports, are made solely 
for administrative purposes and do not, of course, represent a Board determina- 
tion of issues pending in any current proceeding. For the information of the 
public at large, however, there are summarized below the general principles 
applicable to the formal determination of subsidy and service mail pay. 

tion 406 of the Civil Aeronautics Act authorizes the Board to fix mail rates 
to further and promote the development of air transportation to the extent and 
of the quality required for the commerce of the United States, the postal service, 
and the national defense. Payments for the service of transporting the mail 
are made by the Post Office Department at rates established by the Board, such 
rates being termed service mail rates. To the extent that various carriers meet the 
standards for a subsidy set out in the act, the amount thereof is determined and 
paid by the Board. The rate for each carrier is determined pursuant to the act 
only after notice and opportunity for hearing and is subject to judicial review. 
Many mail rate cases are processed by the conference procedure with representa- 
tives of the carriers, the Post Office Department, and the Board, although at 
any given time cases of varying importance are being tried formally before the 
Board and its hearing examiners. The conference procedure, which is detailed 
in the Board’s published rules of practice, has proven to be an economical and 
efficient method of narrowing areas of conflict and expediting the necessary Board 
determinations. Whether the informal conference procedure or the formal 
hearing procedure is utilized, no mail rate is finalized without opportunity for 
objection by interested parties, including the Postmaster General, and the ob- 
servance of all statutory procedural and substantive requirements. 

Once a carrier has been certificated for carriage of mail, provision of mail pay, 
including subsidy in those situations where the carrier demonstrates a statutory 
need for subsidy, is made mandatory by the act for the duration of the carrier’s 
operations under its certificate. The policy of the Board has been to establish 
a subsidy rate, where required, in an amount sufficient to cover the carrier’s 
operating loss incurred under honest, economical and efficient management and 
provide it an opportunity to earn a fair return (after taxes) on the investment 
used and useful in the carrier’s air transportation services. 

Neither the act nor the Board guarantees that each carrier will earn a profit at 
the above levels, but the rates are established so as to provide reasonable oppor- 
tunity to do so under conditions of honest, economical and efficient management. 
In other words, as construed by the Supreme Court, the statute embodies a public 
utility rate regulatory pattern, under which losses incurred by carriers in past 
years while on closed rates cannot be made up with subsidy in fixing future rates; 
and at the same time, profits—if any—exceeding that forecast at the time the 
rate was established, and normally due to improved managerial efficiency, cannot 
be recaptured by the Government. However, the Board has the power under 
the act to reopen rates prospectively on its own initiative. Pursuant to this 
power, the Board maintains a continuing review of all established mail rates, and 
has reopened numerous rates, including those of self-sufficient as well as subsidy 
carriers. In this manner, the Government ultimately reaps the benefit, through 
decreased mail payments, of the economies effected by the carriers—economies 
which management has maximum incentive to develop because, while operating 
under a closed rate, the carrier bears the risk of losses but at the same time has 
the benefit of bettered earnings resulting from improvements in operations. 

The total of the subsidy in any given case depends upon the volume of service 
and.extent to which the revenues of the carrier from all commercial sources (in- 
cluding the service mail payments from the Postmaster General) fail to meet its 
prudently incurred costs. In establishing mail rates since 1938, the Board has 
developed ratemaking principles of general applicability to implement the mandate 
of section 406(b) of the act that only those losses which are incurred under “‘honest, 
economical, and efficient management” shall be underwritten with subsidy. 
Therefore, the basic determinations in mail rate cases involve (1) reasonableness 
of capacity operated; (2) reasonableness of costs; (3) the proper investment base 
to be recognized for rate purposes and the related fair return; and (4) the amount 
of revenue to be recognized for rate purposes. 

While the Board has no power to limit the number of schedules operated by a 
certificated air carrier, it can and does refuse to provide subsidy for schedules in- 
stituted by management which, from a business standpoint, do not appear to carry 
any hope of being profitable or are otherwise not justified. The Board has, in 
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many instances, decreased the subsidy which would otherwise be required by re~ 
fusing to underwrite nonproductive operations over various segments of a carrier’s 
routes. 

One important technique employed in determining the reasonableness of costs ig 
comparison of the expenses of any given carrier with those of like carriers. Where 
one carrier’s costs exceed those of comparable carriers, the excess will not be recog. 
nized by the Board unless there may be circumstances which clearly justify doing 
so. Apart from costs not allowed as the result of application of the comparative 
technique, various other expenses are not allowed based upon differing considera- 
tions. For example, it is the firm rule of the Board that expenses in the nature of 
charitable contributions, costs of entertainment, or excessive salaries will not be 
underwritten with subsidy. 

In determining the recognizable amount of revenues, all sources thereof are 
scrutinized. In the case of profits earned by the carriers for services performed in 
military airlift operations, for example, the amount of such profit has been ac- 
counted for in determining the subsidy required by such carriers and the subsidy 
correspondingly decreased. Net revenues from other types of transactions, such 
as charters, are similarly deducted in determining a carrier’s subsidy requirement. 

The procedures of the Board provide for a continuous review, On as extensive a 
basis as its resources will permit, of the overall situation with respect to the sub- 
sidized carriers. Their operations are reviewed to determine whether particular 
services have become so costly as to require elimination completely or whether the 
carrier’s route structure should be modified in such manner as to decrease its 
dependence upon the Government for subsidy. 

It is also the Board’s policy to maintain a continuing review of the financial 
results of each carrier operating under a final mail rate, so as to permit reduction 
of the rate itself where a decreasing subsidy requirement is indicated. This con- 
tinuing review is not confined to the subsidized carriers, but extends also to ear- 
riers on subsidy-free rates. 

PART II 
Long-range subsidy trends 

Purpose of subsidy.—Provision for payment of subsidy by the Board to aif 
carriers is made in section 406 of the act. Subsidy for the various air carriers 
assists in achieving national policy objectives set out by the Congress. In time 
of war it assures a reservoir of trained pilots, airline personnel, and modern air- 
craft. As a result of having been strengthened through subsidy support, the 
industry is ready at any time to provide such personnel and equipment. Apart 
from national defense considerations it has been and will continue to be one of the 
most effective means of advancing the commerce of the United States. Although 
the carriers receive the subsidy, it is, in effect, the smaller communities that are 
the direct beneficiaries thereof through the operations of the relatively smaller 
carriers, such as the local service carriers. Congress has chosen to develop modern 
and efficient air transportation for these communities by subsidy under section 406 
of the Civil Aeronautics Act. The purpose of this part of this report is to indicate 
the long-range subsidy prospects for such carriers in carrying out the congressional 
mandate and to describe the current program of the Board which has been de- 
signed to get the maximum benefit from each subsidy dollar. 

Current level and future trend of subsidy.—The table below shows the estimated 
subsidy for the local service carriers as a group and for the entire industry for each 
of the years 1946 through 1960. 








{In thousands] 
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1 Includes $4,500,000, not identified by carrier, referred to in pt. I. 
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- In order to better understand the reasons for the current level of subsidy and 
what the future trends may be, it is necessary to break out these totals by carrier 


oups. 
rn fiscal 1951, the domestic trunkline carriers required approximately $17 
million of subsidy; and the subsidy bill for the local service carriers was approxi- 
mately the same. The balance of the subsidy was accounted for by the three 
international areas, Latin American, transatlantic, and transpacific—each re- 
quiring about $10 million. 

The situation has changed markedly since 1951. Of the $61,786,000 subsidy 
estimated for 1960, over three-fourths, or $48,958,000 is accounted for by the 
local service carriers serving within the continental United States. The remain- 
ing $12 million. is. attributable to the helicopter operators ($5 million) and the 
Alaskan carriers ($7 million). Operations in all other areas are estimated to be 
subsidy free. This includes all domestic trunkline carriers and all U.S. inter- 
national carriers with one minor exception. 

Assuming a continuing high level of economic activity, and that the con- 
templated introduction of substantial numbers of jet aircraft in commercial 
operations will be profitable, as a long-term proposition it does not appear that the 
domestic trunkline carriers or the U.S. international operators should require 
subsidy. Accordingly, the following discussion of subsidy trends is concerned 
with, first, the local service carriers, which account for 79 percent of the subsidy, 
and then the prospects for the helicopter operators and the Alaskan carriers. 

Local service carriers.—In August 1945 the first local carrier initiated operations 
on an experimental basis. By the mid-1950’s, local service operations had ex- 
panded to the point where almost every State in the United States was served on 
a daily basis. For example, in calendar 1955, local service carriers operated 
50,919,000 plane miles in scheduled service and carried 2,897,000 passengers for 
a total of 523,298,000 revenue passenger-miles. On the basis of data such as these, 
the Congress, in 1955, legislated this experiment into permanency. During that 
year, the certificates of public convenience and necessity for these carriers, which 
automatically make them eligible for subsidy under section 406 of the act, were 
made permanent as the result of action by the Congress. Since permanent 
certification, the local carriers have expanded further, flying during calendar 
1957, for example, 67,302,000 plane miles, with 3,956,000 passengers or 747,285,000 
revenue passenger-miles, in scheduled service. 

The nature of local service operations is such that it is inappropriate to predict 
that the 13 local carriers as a group will become self-sufficient during the fore- 
seeable future. At best, it is believed that as the result of the many variable 
factors hereinafter discussed, the subsidy bill for local service will increase for 
several years, but that then the trend may reverse. 

The majority of the 13 local carriers operate DC-3’s exclusively. Three 
operate both the DC-3 and either Convair or Martin 2-engine equipment. One 
earrier has recently inaugurated service with the Fairchild F-27. Several addi- 
tional carriers are obtaining F—27 aircraft to be placed in operation during 1958-59. 
The economics of a DC-—3 operation make it evident that a step in the right 
direction is the reequipping with more modern and efficient aircraft when the 
public will use the added capacity of the larger aircraft. Today it costs the typical 
local service carrier from $1.10 to approximately $1.25 a mile to operate the DC-—3. 
At current fare levels the carriers would have to have an average of over 18 persons 
on board in order to operate without subsidy, whereas, during the calendar year 
1957, the average number of passengers on board local carrier flights was 11. 
This situation stems largely from the facts that (a) the transportation services of 
the local service carriers are short haul which are relatively expensive to perform, 
and (b) most of the routes involved do not generate a large enough volume of 
traffic to enable high load factors to become reasonably attainable. 

Accordingly, the subsidy trend for the local carriers cannot be reversed unless it 
is possible to decrease costs and to increase traffic and load factors perceptibly. 
The Board has a longstanding policy of permitting these carriers to experiment 
freely with commercial rates in order to seek an optimum fare level. Ability to 
reduce subsidy by increasing local service fares is, of course, restricted by the 
deterrent effect which such increases may have on traffic. 

There is nothing in the immediate future to suggest that the unit costs for these 
operations will not continue to rise modestly as they have done during the current 
inflationary spiral. Although traffic can be expected to increase, the current 
increase has been due in large part to the addition of new or expanded routes and 
to a lesser degree to the increase in the average number of passengers aboard the 
plane. Such expansion results directly in an increase in subsidy. For example, 
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in one case alone (the seven States area case) on which the Board has recently 
announced decision, the subsidy cost of the new services there involved is approxi- 
mately $5,700,000 per year, or 12 percent of the total local service subsidy esti- 
mated for 1960. 

While it is true that the withdrawal from service of routes with low traffic 
potential would produce savings in subsidy, the number of routes which would have 
to be withdrawn to make these carriers even begin to approach self-sufficiency 
would be substantial and a withdrawal on such scale would so curtail local service 
as to render such service no more than an empty gesture. These routes are 
permanently certificated by the Congress so that the Board has a mandate from 
the Congress to provide subsidy for adequate, and not token, service over these 
routes. 

This intention of the Congress that service, and accordingly subsidy, should be 
provided for the smaller communities has been attested to by formal action addi- 
tional to legislation. Thus, for example, in the formal route proceedings various 
members of the Congress have made appearances and urged the certification and 
provision of services to the smaller communities. Moreover, the appropriations 
committees of the Congress have not only acted favorably on the Board’s request 
for subsidy appropriations for the services to the smaller communities, but they 
have manifested an express intent that such services be provided. 

Accordingly, and specifically in light of the number of route proceedings pend- 
ing before the Board, at least a cautious and probably a pessimistic view should 
be taken as to the possibility that these carriers as a group will achieve a subsidy- 
free status over the next decade. It is believed that the trend of subsidy will be 
upwards for the next several years beyond fiscal 1960 but, thereafter, subject to 
the numerous variable factors which cannot be predicted accurately today, this 
trend should be reversed. 

Helicopter operators.—Of the current $61 million annual subsidy bill for fiscal 
1960 the remaining $12 million is distributed between the helicopter operators 
and the carriers serving within and to Alaska. The helicopter operators cur- 
rently require approximately $5 million of subsidy. This is a highly experimental 
field which makes a direct contribution to the national defense and the public in- 
terest. The current type helicopters are costly to operate, but it is hoped that 
technological advances and the experience gained by their operation will lead 
eventually to production of a more economical aircraft. Until such time as 
a more economical helicopter type can be produced, it is the stated policy of 
the Board to maintain the certificated helicopter experiment in approximately 
its present framework. Increases in costs and the introduction of more advanced 
helicopters will tend to raise the bill modestly from year to year. However, there 
is no current intention to certificate additional helicopter services. The state of 
the art has been improving, but a larger type helicopter with an economically 
sound potential is not yet in production for commercial purposes. When it is 
produced and introduced in commercial operations, we believe there will be a 
bulge in the subsidy, followed by a reversal of the trend. It is too early to tell 
when this will take place, but we believe that it will occur some time in the early 
1960s. 

Hawaiian and Alaskan carriers—The two carriers operating within Hawaii 
have had successive periods wherein they were subsidized, then subsidy-free, and 
now again appear to be on the verge of self-sufficiency. The two carriers have 
claims pending for subsidy for a limited period in fiscal 1958 and for the fiscal 
year 1959, but such claims are apparently based on a nonrecurring factor which 
should not be present in succeeding fiscal years. Accordingly, at this time it is 
not anticipated that subsidy will be required for services within Hawaii. 

The intra-Alaska and States-Alaska operators are estimated to require about 
$7 million of subsidy per annum. As regards these services, it is clear that the 
transportation within and to and from Alaska provided by these carriers is vital 
to the national defense. Without air transportation, communication in many 
instances would not exist. The subsidy for these services has ranged between 
$5 and $8 million for the past 6 to 7 years. Although we cannot predict that the 
subsidy will be eliminated completely during the next decade, we believe that the 
trend will be downward for a number of reasons. The Board is completing the 
Intra-Alaska Route case in which it is considering the realinement of the service 
within Alaska in order to make it more economical. The Board is also investigat- 
ing the possibility of a reduction in the number of carriers participating in the 
States-Alaska market with the goal of retaining adequate and efficient service 
but obviating any unwarranted operations, and accordingly decreasing the sub- 
sidy. In addition, in accordance with its practice of permitting flexibility in fares 
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for subsidized carriers, the Board has recently allowed significant increases in the 
passenger rates to and from, and within, Alaska; and these increases should help 
to move the subsidy downward. 

Long-range subsidy program.—Consistent with the Board’s philosophy of deriv- 
ing the maximum benefit from subsidy payments, the Board has evolved a three- 
fold program that is being implemented as rapidly as possible. 

The first part of the program involves the reequipment of these carriers with 
more modern aircraft than the present fleets, since it appears that with the present 
equipment such carriers would be doomed to a subsidy status. In this connection 
the Board sponsored the recently enacted guaranteed-loan legislation, and a num- 
ber of carriers have already taken advantage of the opportunity to reequip and 
thus provide improved public service. 

It is believed that, while the new equipment will initially require more subsidy, 
in the long run it will reduce the subsidy requirements of these carriers. 

While normal traffic growth and the traffic stimulation created by the equipment 
itself may accomplish this result, the strengthening of the route structures dis- 
cussed below is an essential element which in many cases may spell the difference 
between success and failure in integrating the modern equipment on a sound 
financial basis. 

Another aspect of the program involves the strengthening of the route struc- 
tures. This may be possible by means such as the addition of longer haul and 
more dense routes and the elimination of weaker points and segments after a 
reasonable trial period of operation. An important facet of this part of the pro- 
gram is a complete review of the route conditions in current route certificates for 
the purpose of modifying restrictions not essential to the development of a sound 
local. service system unless some other public purpose is served by the restric- 
tions. The greater operating flexibility which modification of these restrictions 
will permit should be a significant factor in the long-range subsidy requirements 
of these carriers. 

The third part of the program involves a review of the mail ratemaking 
machinery for the express purpose of devising an approach which will have the 
dual effect of providing a greater degree of incentive on the part of the carriers 
and at the same time give the Board more effective control of the subsidy dollar. 
It is our hope that the subsidy picture can be improved if the carriers are given 
properly designed incentives to maximize revenues and minimize costs. 

In the light of the fact that each of these programs is interrelated and each in 
a different stage of implementation, it is not possible to assess the effect of the 
entire program at this time. It is reasonably certain, however, as all of these 
forces are brought to bear on the problem, that the subsidy requirements will be 
maintained at the lowest level consistent with the requirements of the public 
convenience and necessity. 


U.S. CERTIFICATED AIR CARRIERS 


TaBLE No. 1.—Comparative summary of volume of mail, service mail pay, and 
subsidy estimates for operations during the fiscal years 1951-60 


{In thousands] 


Mail ton- | Service mail Total service 
Fiscal years miles pay Subsidy mail pay 
and subsidy 


77, 387 $44, 652 $69, 649 $114, 301 


92. 108 51, 774 63, 536 115, 310 

94, 410 53, 879 66, 691 120, 570 
108, 259 54, 763 64, 309 119, 072 
131, 536 56, 452 44,714 101, 166 
145, 293 61, 046 43, 768 104, 814 
153, 377 65. 063 44, 579 109, 642 
160, 644 68, 250 48, 311 116, 561 
171, 620 72, 940 51, 331 124, 271 
183, 050 77, 806 1 57, 286 1135, 092 





1Including the $4,500,000 additional subsidy estimated for the local service group of carriers, referred to 
at p. 3 of the text, the total estimated subsidy for the industry for fiscal year 1960 is $61,786,000, and the total 
service mail pay and subsidy is $139,592,000. 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


1026 


























=—eo~- S-— 
’ . s 















































.- ei ws a. = See x S Ge tov > =~ ves 36 OST ‘se PPO ‘EP | TO RRR mene ne S¥UNI3 0;780U70 
‘Apreqns puw Aed [year oo; 4208 rox 
i = —= == === —S==———— 
1 ‘I1¢ T1€ ‘8h 6L9 ‘bP 892 ‘Eb IL ‘bh 608 ‘F9 | 169 ‘99 | 9£¢ ‘Eo 649 ‘69 | seongeen saan te OTT asa Tee T830.L 
Tes pes Zre Z 662 ‘S 990 “6 981 ‘OT | £22 ‘OT 11g ‘FT Cte ‘OL |- - 8k ee Pe? UBopVUTY UyWw'T 
Se eee ae 29% Ice G90 ‘I— ¢ £08 “9 | 21ST 169 ‘IT ¢ I ferent ae tT ~~" "Ogg -SUBLL, 
a... - aie os ee Leh 88h ZEZ G29 ‘T Z8l F es ‘¢ | 288 ‘Or e Fs 5 5 ~-"""""919UB]} Y-SUBLL 
06£ gIT 91% 062 £62 689 148 SIL SP ra = aa +." “7 =" TBI CM BH 
8E¢ ‘F ZLb ‘b £2 ‘E 688 ‘f PIE SPL ‘Pb 6E9 “Fb 98e *f PSh Z 7: ; Pe “"""BYSBl VY -B1RUT 
9LL'Z 809 ‘2 616 % SES ‘PF £69 “E 199 ‘€ 922 ‘“E 10% Z6L “““BYSBl VY -$97818 
eS So Ss”! hc ee ee -_ oe ae ie = ee 2 a oe — < ms | : ea = SI9}1IB9 O3IBI-[| V 
#98 ‘F 881 > Plo ‘8 922 ‘% 999 *% PLS ‘Z — i ee ae, : a ~~="=-gy9qdoo[eH 
FOL ‘98 OFE “EE 9F9 ‘8Z 989 ‘FZ ILE ‘2 662 “$Z OSB ‘IZ 066 ‘81 Ore ‘2 a ee Ake Ses Le oe ee ~~" @OTAJOS [BI0’T 
822 ‘T ees ‘Z 092 ‘% 298 ‘T ¥90'E O88 “£ Leg '€ Iib ‘9 Z19 ‘LI ae eo eS ee eee eee SqUunI} OFsea1oc(]T 
:Apisqng 
0F6 ‘ZL 082 ‘89 £90 ‘e9 940 ‘T9 Zot ‘9g £92 “69 628 ‘Eg PLL ‘19 SA |. at SAE RAe ones eee nee eee T8}0.L 
602 ‘*E 80I ‘e 06T ‘E 096 ‘2 L6L ‘% 820 ‘€ IZ1 ‘fe £10 ‘e ee yh ee ore ee eee ee ae UBILIUTY Ul}BT 
286 ‘ZT 022 ‘21 962 ‘IT Z8¢ ‘IT ‘OI ggo ‘¢ Sh ‘b 06F ‘b ee | ka eRe ee eres sree opped-susLL 
92P “FI 08 ‘ET 198 ‘EI bIP ‘IT 022 ‘6 ele ‘OL 92 ‘8 ose ‘8 ae | Besbresekseseacese~awerenarneseasens oust} y¥-susl 
s¢ zg ze og oF OF bP 6e aS 2 Ppeeoatecee ye erssenn an ener tenes 1 UBITBABTT 
ze ‘% 6ST ‘% 280 ‘% £96 ‘T 122 ‘T £69 ‘T 822 ‘T 68 ‘T eter itr enesac nap issretersseenterecessrem eysely-e.4U] 
£18 Sol OIL eo 0e9 299 gig 6gE se - wes be SS he Bee eee BASE] Y-SA18IS 
9FE Se L6b ec | eer Se ee ee ee ee ee ee eee eek ee | SIOLLIBO OF189-[[V 
LE 96Z OFZ Ge LL €ZE FI8 ‘T 168 a Oe ee en ee $19} doo}10 Hf 
OF8 ‘T £92 ‘T OF ‘T OFT ‘T £28 ‘T abe ‘T get ‘T 681 ‘T TS am Ltr Se aka ehewsennnte shoewns eonene | QOJAJOS [B00] 
oge ‘Ze 882 ‘be 696 ‘ZE 088 ‘0 999 ‘62 Ob ‘ZE L08 ‘te 692 ‘Te ee. 2 aime spseeny en saherereaean® ; SquUNI} OFsaM0d 
:Aed [[eul dolAsog 
—SS=.:_—_ o_O >) _————S=—_==. | |_—_—aaarQarLHaa = —_—_—— | | 
Oz) ‘ILI p¥9 ‘O9T L28 ‘EST £62 ‘SHI geo ‘TET 692 ‘80I OIF ‘66 801 ‘26 MORIA = [erates oo sem rg esos esesatosepasas~ebomedes [830], 
z98 ‘9 se) !) zse ‘9 Z80 ‘9 $29 ‘S ose ‘¢ 196 ‘F 808 ‘b ie feetrareseedtenceerncssreeeesepe ras UBOLeUTY Ue] 
298 ‘LZ GFE ‘92 102 ‘$2 999 ‘SZ 810 ‘22 $66 ‘8 #S8 ‘9 169 ‘9 Sees. PpTTaee tee seorn ep “err seire sereee oppvd-susly, 
126 ‘9% 88 “bz 880 “82 90T ‘IZ 628 ‘OT 129 ‘€I b2e ‘OT OT ‘OI en. .  gteeeseeronharncrsceeneeesteeeen eg oUBy) V-suBLL 
L 99 49 z9 Lg ig +g 6P re «6! Barrens ge eeeecssseenserster seer ae  UBIIBMBET 
889 ‘T LL9 ‘T P68 ‘T £08 ‘I 661 ‘T StI ‘T 191 ‘T 166 He 2 ART HRR Sener ae ae reasarncosrsersernts BYSELV-B.QUT 
GL ‘T 909 ‘I £89 ‘T p28 ‘T 00¢ ‘I g9¢ ‘T £60 ‘T £92 ee 6) ere ee en BSB] V-S238I9 
£26 oz ‘I £16 ‘T cee Mea ea ae ee ee ae te ee ee ee ee ee eee naonptacehnoneotoeRe herb Shae P= msare 1 SIBILIBO OF1B0-[[TV 
6 88 £6 16 ZO S21 66 69 ct) pesserueenses eine eeenes see ae ~=" 307d 001/09 
829 ‘T 2z9 ‘I Pe ‘T 28F ‘T oPe ‘I bF0 ‘T 616 £e8 CO | [Ftaeneersegesa<esesseerorroesenssawes | QOJAJOS [B00"] 
298 ‘FOI TZ1 ‘46 IIT ‘26 262 ‘L8 £90 ‘E8 LL9 ‘OL S¥6 ‘89 $08 ‘29 SR Ee esecsnvecepsepanecoutrasethners ; SqUNI} ONSeUIOG 
*BOTTUI-U0} [TB IV 
696T 8961 L961 9961 S961 P61 e961 Z961 TS61 





09-196] sivah poosy ‘sayowisa fipisqns pun ‘ind prow aotasas ‘gajru-uo, prow fo hanwwuns aaynsvduoj—z 


[spuvsnoy} uy] 


‘ON @1aVI 





rh 
N 
S 
= 


1959 


2 


SECOND SUPPLEMENTAL APPROPRIATION BILL 


“JAIP [18 Y3noyI[V 


026 ‘SET ¢ 





122 ‘b21 


OF0 “F 
426 ZI 
CSP ‘FI 
Chr 

0g8 ‘9 
689 *E 
OZ 

101 ‘¢ 
0g0 ‘Se 
889 ‘SE 


19S “9IT 


ZF6 ES 
OLZ BI 
b0E ‘SI 
89I 

1g9 ‘9 
992 *E 
8ZE 
bib 'b 
L6S ‘FE 
1¥9 ‘le 


ZEL ‘“¢ 
886 ‘IT 
86L ‘ZT 
892 
COR ‘¢ 
629 *& 
L6¥ 
ris € 
Z68 *6% 
61z ‘Se 


<<< << =< 


692 8 
£6 ‘IT 
206 ‘TT 
OFE 

st 
L98 ‘b 
pst 
196 ‘% 
G8L ‘SS 
LEL ‘SE 


*poqnseli Apisqns 
JO JUNOUTB DAI}VZOU B UOIS[AIP OYLOVg oy} UT AfUO ‘paqdeye o1oM AULdUIOD 8Y4 JO SUOIS 
“CC6I ‘I “UBL BATJOOYO UBILIOULY UB OJ 0381 UIEISAS [BUY SJOIYOY ¢ 





*000‘Z69 ‘6ET$ 03 18303 


AMsNput oy) pus 0O0‘OOF‘OS$ 01 SJUNOTIB dno1Z doy AJos [BIO] OG} JOJ ApIsqns puw Ard [eur 
@OTAJOS [8103 ‘A[JUETDaSUOD 'N00‘YRL‘TO$ OF [8107 ArZsNpUT 9y} PUB ‘OOO’ RSE ‘RFS 0} SJUNOUIB 








O1g ‘STI | 


:Apreqns puw Auc 





99T ‘IOI | ZL0‘6IT | -OLg ‘OZI | 108 ‘BIT 
- ee — ae |— — ——- - _ _ - fon _ — 
£98 ‘IT FIZ ‘61 PPE ‘61 | FE ‘21 189 ‘ZI 

899 ‘6 88 ‘TI 119 ‘OT TEI ‘91 OLE ‘91 

ZS ‘6 886 ‘II 896 ‘ZI | 22h ‘FI £20 ‘81 

688 GEL C16 G2 | 68 

c£0 ‘9 cee ‘9 198 ‘9 StS ‘F O12 ‘g 
£06 F | SOSH | Le 067 6. i. 900T 
£26 ‘Z 268 ‘Z FIs ‘T 168 406 

FPG ‘8Z am 4 986 ‘ZZ 6Z1 “0% 19P ‘SI 

604 ‘ZE 92 ‘oe pes ‘ce Ost ‘se PPO ‘OP 

es | ee | 





——— 





S1VILIB9 JO ANF styy JOJ APISGNs PoIBUITIS [VIO} 9Yy3 ‘1X92 9y4 JO Eg ‘d 4v 0} Pojal ‘suat1IBO 
JO noid dJAlos [BOO] OY} JO} pazwuIyyse APIsqns [BUOTIIPPB OOO‘OOS‘F$ 943 ZuIpNypoUy ¢ 


*[reur Aqtoliduodu sepnypoqy ; 





ieee 


“UBIIOULY U}4eT 


~"-""“OTIBG-SUBLL 


~"OVURTI Y-SUBLL 

“-UBTTBABA 
BYSBLy -B.14UT 
~~~" B¥4SBl Y-807835 
S19].1LIBO O2180-[] VY 
ees 819} d00}10 


ee ee 90} A108 [BOO'T 


SyqUNs3 oy SemMI0CC 
[Feur Oop Asze8 [¥IO.L 





oe eS SS OS SESS CO SS O68 6282989898693 92 92°97 ---=""1BI0 T. 








1028 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


AppEeNpIx No. I.—Estimated subsidy accruing, by carrier, fiscal years 1954-60 















































[In thousands] 
Name of carrier 1954 1955 1956 1957 1958 1959 1960 
Domestic trunklines: 
Re. cn dbhanatibnene nea enieEenealamh eer nnsisaececpnal Ssnehoswelevaswennelocencnounfnaaget 
ies cee sacle $733 BEDE E cccescarkink dsagedliadguuedl ackeas ee 
DE ikkihnneeenecesanensuanacnlodnbenansincshene selsacwass-alnecepanselnocwerassloewesrusdvernimen 
ee aa aan 518 409 $368 (4) (4) (4) (!) 
| SS ES ee J 761 
A ence anak iin: ae aniwene im 
a 0 RA cadin Ia ank en heSee one e inns Latwahocedl sancmeese 
Ect kb aknddineeon diate a Manin aphbaseeaghniesesersnninbemhese tin see tess newman eae 
a oe 1, 868 1, 784 1,489 | $2,260 | $2,853 | $1,228)... 
i ees eh omens aamawen akl sikmmpaniel asa en ; 
I a a at inneh eominte cinkletindl > ca pantsniem 
re 9 i oun ad dintinn eeanethe ware apakan eT <asbianlen—n nab wandhe neh condnits «inn es<h cent 
ii iad canbe cenitikcaninedll sacenede ste gunimouiel seComenatiencantpesleaiceres= panna nest aoe 
SS a Oe oa 3, 880 3, 054 1,857 2, 260 2, 853 er 
Local service carriers: 
en nies 1, 718 1, 854 2, 300 2, 575 3, 222 2,631 | $2,773 
ee 922 815 1, 182 1,179 1, 825 2, 210 2. 458 
aia bcc 1, 709 1,919 2,191 2, 380 2, €69 2, 951 3,097 
Ne  . acmatala 2, 7 2, 555 2, 478 2, 533 2, 478 3, 324 4,615 
a ail 1, 507 1, 423 1, 36% 1, 443 1, 884 1, 948 1, 995 
| pte ee ea a ES EE 1,021 675 1, 138 1, 966 2, 861 2. 034 2,129 
BPE CNEL... cicancanciaaahsoees 2, 294 1,770 1,375 1, 812 3, 192 4, 604 6, 036 
ee mall 1, 882 1, 734 2, 248 2, 712 2, 793 4, 275 6, 216 
Pacific (Southwest) ........-------- 1, 102 975 1, 508 2, 215 2, 636 2, 522 3, 162 
eS id 2,011 1, 848 1, 67 2, 482 2, 476 2, 486 3, 228 
Continental (Pioneer) ....-.-------- 1, 295 1, 234 1, 154 a ns istnipsiea te 
DR Ee i oc sia cecil eee 1, 901 1, 706 1, 747 2, 136 2, 278 2, 596 2, 939 
i ded 2, 636 2, 468 2, 471 2, 881 2, 955 2, 975 3,116 
I re ne 1, 498 1, 595 1, 807 1, 928 2, 071 2, 148 2, 694 
Nh ain walneal BE Wisi cticicaicn wives iam acho enirsal mrvearpiee age 
i ticiirmncvinioesintans iia atacand 24, 299 22, 571 24, 636 28, 646 33. 340 36, 704 | 2 44, 458 
Helicopters: 
i Ee 432 424 441 874 1, 394 1, 641 1,72 
a cetcnaitsinislavel 684 816 848 941 942 962 1,041 
aa i ctnlginecispae 1, 458 1, 416 1, 437 1, 759 1, 852 2. 261 2, 106 
iad celina 2, 574 2, 656 2,7 3, 574 4, 188 4, 864 4, 873 
SS OSS EEO ee 
All-cargo carriers: 
Os les ele od tala cae omare nee tanad UCM Teee ein Sel eetu ee ene timsaon en 
to. lo... 2 an lnc mnnicdinoaweneecickes cored bdammmackloneenaakiianda ewan 
ac a ocak Iiomabe ieoudds abbdl cucbbepes binceunnal 
i a accel ceisler = etlekisind Aandi amimanedis apd mapaat eat ens neuen 
cate a a I a dese se lesmpierpnitimeren Garon 
States- Alaska operations: 
a accrcineiaidsiel 1, 165 979 821 846 
yD) 1, 029 1, 243 2, 075 1, 741 
Pan American-Alaska............-. 1, 367 1, 371 1, 336 
RE ciebciianatsbielbiciaipacmbeniay 3, 561 3, 593 4, 232 2,919 
Intra-Alaska operations: 
I a tail 1, 063 900 748 748 
I Tatts ncei 342 336 339 354 
ATS 56 54 50 (2) 
alain ola tas eetnie ealneinieel 348 354 279 
la catchall 270 254 239 257 
Northern Consolidated............- 1, 137 944 715 607 
eee 279 340 204 770 
as ae alsaisinsannpsiandinite 91 57 35 25 
ithibtindniniseniimbngedahoimivns 1, 156 1, 075 690 698 
ie ciicdbeatadintbotenbinin Guinea 4,742 4,314 3, 389 3, 723 
Hawalian operations: 
TR a aa = ee 2 448 242 240 179 
intl tinnivinctpiinnnainaes 241 51 50 37 
ES = i ee ee a 689 293 290 216 





Bee footnotes at end of table, p. 1029, 
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Appenvix No. I.—Estimated subsidy accruing, by carrier, fiscal years 1954-60— 
Continued 
{In thousands] 




































































Name of carrier 1954 1955 1956 1957 1958 | 1959 1960 
Transatlantic operations: | 
Pan American-Atlantic___.....___. 1,625 232 488 WG anaccae law aseasieeieemaamag 
lk ae IGS: Selec ies Sinkaateigh ts aan Konaleees ne ‘ = Ocoee mee 
eee wink e anna ocean 1,625 232 488 ne 
Transpacific operations: aoe erie 
de nie wala cain oy Et esitmco pu péwdanbeteeweas Dee tae ees) ot ee 
Pan American-Pacific_..........._- 4,554 |3—1, 065 351 SR oS Soc ee 
Neen en ee Se ni ar ae MME oa eee a 
- . eae: oo a | atta ere 
ei Ne 6, 803 | —1,065 351 tine. a ee 
Latin American operations: aa 2 2s oe 
IES nic cites red eicpnctdie ele wees Seawnae ru easaambe sh wnndeae kimatany Sacco pis geen e emis eat 
(se a aR a } 2, 318 | 1, 261 867 | 1, 042 | 834 831 827 
Caribbean-A tlantic__........_.._- 93 Oe iewcncos Bi oe oe Fs SEES no i: See 
ES Sc citngawncacp-cusccandnes Sldecnscnae 5 (!) (1) (1) (1) 
I ee ek Ree ks Pee ee re ee 
eS ones on Soar ae ybiinwastaaetnwanedeontass Sncen olan asossnel ieee ek Gara Re 
CS Kkake coicwnmnesawunceesclanscesmietsasasaius inion tededl geesanateal ean ababhonaaesea Las anwan 
ater lisa laters Sasa ieee 2, 182 fo ioadacnecteacus scetteue cs I Si ee ee 
Pan American-LAD......._...-...- 11, 502 6, 612 4, 927 RA crate eee ue 
rine aiaans wih airniccacntedccedaeind deed oben ainee SF ict 9s eae anid reece Sale sericea aS Seieairennaieuin 
i ont buket as dnagndamemacauee 16, 136 9, 066 5, 799 2, 542 834 831 827 
Total, domestic. __........---.--- "30,753 | 28,281 | 29,219 | 34,480 | 40,381 | 42,796 | 49,331 
Total, all other...._..... seis sees 33, 556 16, 433 14, 549 10, 099 7, 930 8, 535 7, 955 
ey Ol) CBITINTS..... nc nonnccccue 64, 309 44,714 43, 768 44, 579 48, 311 51, 331 | * 57, 286 


eects asta rca sitet pattem 
1 Merged with Eastern June 1, 1956. 
* Merged with Wien July 9, 1956. 


' Reflects final system rate for Pan American effective Jan. 1, 1955, Although all divisions of the company 
were affected, only in the Pacific Division a negative amount of subsidy resulted. 


‘Including the $4,500,000 additional subsidy estimated for the local service group of carriers, referred to 
at p. 3 of the text, the subsidy for this group of carriers amounts to $48,958,000, and the industry total to 
$61,786,000. 
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Appenpix No. II.—Estimated service mail pay accruing, by carrier, fiscal years 
1954-60 


{In thousands] 































































































Name of carrier 1954 1955 1956 1957 | 1958 1959 1960 
Domestic trunklines: 
Ts chencocnanaieee dieinaetion 7,512 | $5,632 | $6,540 | $6,889 | $6,667 | $7,200 | $7,705 
eal 918 946 983 | 1,249 | 1,433} 1,535 | ~ 1644 
nn clk dialasuccaduel 1,316 1, 264 1,175 1,523 | 2,225] 2,412] 2'597 
ee 109 90 91 (1) (1) (1) (1) 
SEI as oi cacccsenesenencccces 424 328 344 388 548 | 588 629 
inh cihieneasipniipialaiiniemeaaiies 1, 589 1,425 | 1,414 1,587} 1,740] 1,863} 1,994 
I iecinaheawneremanGigininn nn aae 2, 976 3, 587 3, 837 4,096 | 4,334 4, 638 4, 962 
I os icRelig Ronde agabaneniiniet nein 73 975 990 1, 041 983 1,049 | 1,199 
ee es sy 109 127 | 115 132 347 372 | 397 
NS i ctinconschednieiaeiaagl 1, 542 1,433 | 1, 647 1,663 | 1,738 1,864} 1,996 
isola cinsigmmireiecall 5, 881 4, 659 4,250} 4,388} 4,391 4,713 5, 044 
EN ose neeoacs acini 8,390 | 8,377} 8,772| 8,950] 9,642] 10,334] 11,058 
a utils | 807 812 722 1,053 740 792 847 
ee ae | 32,446 | 20,655 | 30,880 | 32,950 | 34,788 | 37,360 | 39, 983 
Local service carriers: | 
Ni en 101 105 | 91 90 111 119 17 
a eo pawecnaaaen 34 42 33 36 | 37 40 42 
a idcbncm oarasiorwa 102 116 41 41 46 49 53 
ee nameinn na geiininwacdedtl 95 130 | 116 | 116 118 12 13! 
DD GUE co ween cpenncnne oe 83 68 38 | 39 48 | 52 55 
atin esideasinia bore poinninenanene 31 42 50 | 56 61 | 66 7 
OIE 605. oc cm nieve cme 180 202 179 | 207 230 246 264 
oe 65 89 95 | 109 117 125 134 
Pacific (Southwest). .........----.. 65 64 | 88 111 | 120 | 128 138 
eX 7 75 104 101 107 114 122 
Continental (Pioneer) -............- 7 98 72 80 (?) (?) (2) 
SE ae ee ee 113 124 86 95 | 97 104 111 
I call 150 169 108 120 | 116 125 134 
SN ss wicrmscsencccteewcses 66 49 | 48 | 45 | 49 | 52 | 56 
a B hoceenennn lasevneowiiitc asl Ls iaanatisiea | asdacaiotnde da lendhose 
.achgesincth-aasihobea. inetd sateen ee sesaemiisannvenel 
Ns ia a piitenbinbinatissnadbbbiioad 1,242} 1,373 1, 149 1, 246 1, 257 1. 346 1,442 
Helicopter: 
a ea ne | 77 74 74 76 56 59 59 
TE 5 asc imaneionannaienaaia | 142 147 128 123 122 | 129 12 
I aera ci ceccescuenad | 104 56 33 | 41 48 | 49 52 
alae eel 323 277 | 235 240 226 237 | 240 
All-cargo carriers: | 
Ni raided villi = a ” 7 17 18 19 
I necicdaiinCus es ccdelpeniciniaiaaiioncnida cocoate alinencdsasibrtah 57 119 116 124 133 
i a cena canitnip atenntiabmanenasoia Sones aa 25 148 98 104 lll 
Ge aie hh ha aaNaanin ReaD Ret eae baad 102 223 | OF Bein sccocchuee 
TE. dncinpnbsie nau uineresie I abt ative whan ne mel 184 497 328 246 263 
States-Alaska operations: 
OE en 132 117 108 97 121 | 130 | 139 
Pe I ince cnnccnconss 333 336 320 383 456 | 489 523 
Pan American-Alaska._.--.......-- 202 177 207 230 | 181 144 207 
| 
Sib binitiphtinsecanecronsonena 667 630 635 710 758 | 813] 860 
Intra-Alaska operations: 
i a al | 363 73 396 | 444 433 464 497 
i eal 126 130 123 114 115 123 132 
OS SE 14 16 20 (3) (3) (3) ) 
Sacer! 68 71 89 102 102 109 117 
Ek ee acl ecememinmmmanns 39 Ot 66 56 61 | 65 7 
Northern Consolidated_............ 256 260 288 7 358 384 411 
OEE ES Eee 231 210 246 240 300 321 344 
aaa 219 254 275 285 293 314 336 
eRe aaS 77 353 454 504 497 532 570 
RE air iach aceag dnidinaligsincitcaconiadced 1, 593 1, 721 1, 957 2, 082 2, 159 2, 31 2,477 
—————————— ————_—=———_= —_—_= — eS SS 
Hawaiian operations: 
Et ning cueciseedncenn 36 37 40 41 | 42 45 48 
I cctsacacatiincconnccus 10 9 | 10 1i | 10 | 10 2 
A aa 46 46 | 50 52 52 55 60 











See footnotes at end of table, p. 1031. 
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ppENDIX No. II.—Estimated service mail pay accruing, by carrier, fiscal years 
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1954-60—Continued 


{In cence 






































Name of carrier | 1954 | 1955 | 1956 1957 1958 | 1959 1960 
a esmeiadacetlcastiaestualidicsicamesiigesiamestsiineiy eit ae eae ae ES cate > =a 
Transatlantic operations: | 
Pan American-Atlantic. ..._...-.-- $5,745 | $5,043 | $6,372 | $7,239 $7,629 | $8,289 $8,887 
ee ke 4, 568 4,177 5,042 5 » 122 5,675 | 6,136 6, 561 
i a a 10, 313 9, 220 11, 414 12, 361 13, 304 | 14, 425 15, 448 
Transpacific operations: , P hae ae oS oe Eee oe “dis, fre e 
Northwest - ---- Lt ehabielauased 1, 065 3, 245 5, 377 5, 752 6, 148 | 6, 583 6, 935 
| Pan American-Pacific._..__-______- 3, 595 6, 970 5, 770 5,586 | 5,652 | 5,849] 6,234 
United (Hawaiian) _- enc tees 395 518 435 | 388 | 470 | 505 | 543 
pateerneny _ — 2 sR es eS 
ae wiki iedainds iy ota vee 5,055 10, 733° 11, 582 Al, 726 12, 270 12, 937 1, 712 
=e Priel a eee = =e Soe 
Latin American operations: 
i dae 85 | 66 52 | 58 49 | 50 52 
Braniff___- s sink Se 491 234 191 157 120 | 123 127 
Caribbean- Atlantic.__.___- Sesil 14 16 18 24 26 28 | 30 
Colonial_. D etehaninedeighuiind ado anaes 15 11 6 | (1) (1) () (1) 
Delta... eli ean eat ieee ions aiclicsa 105 58 60 | 53 59 61 63 
a. otp unseating nis ides niggers eas cord sees 352 390 296 206 74 77 79 
Dn eae 26 33 40 | 40 43 45 | 46 
Panagra. - iaisdedalatieaes ini 320 300 | 376 | 469 513 530 549 
Pan Americ an-LAD_ sale ieee : mee 1, 689 1, 921 2, 183 2, 224 | 2, 295 2, 366 
css mp agen ww awa pene ene ophs<s ssbb ieee len phes gah cis ao 
| eich cng anh eee oo 3, 078. 2,797 | 2,960} 3,190 | 3,108 _3, 209° 3, 312 
Total, domestic............-.---- ~ $4,011 | 31,305 | 32,448 | 34.942 | 36,599 | 39, 189 | ~ 41, 928 
Total, all other.........---- ae 20, 752 | 25, 147 _ 3, 58 30, 121 _ 31, 651 33, 751 35, 878 
metel, ot carriers... ..........4.. 54, 763 | 56, 452 | "61,046 | 65, 063 | 68, 250 72, 940° 77, 806 
| | 





1 Merged with Eastern June 1, 1956. 
Consolidated with trunkline. 
3 Merged with Wien July 9, 1956. 
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j i a 
Name of carrier 1954 1955 1956 1957 1958 1959 1960 
Domestic trunklines: 
American. .........-- i ned ‘ $7, 512 $5, 632 $6, 540 $6, 889 $6, 667 $7, 200 $7, 705 
Ce a as 1, 651 1, 620 983 1, 249 1, 433 1, 535 1, 644 
A ie a EE eae An 1, 316 1, 264 1, 175 1, 523 2, 225 2, 412 2, 587 
CII os, - 0 nice nee cunighiguineastt 627 499 459 () @) | & (1) 
I racer ian 1, 185 515 | 344 388 548 588 629 
Delta..-...... 1, 589 1, 425 1,414] 1,587] 1,740] 1,863 1, 994 
Eastern. -...._.- . ee 2, 976 3, 587 3, 837 | 4, 096 | 4, 334 | 1, 638 4, 962 
National ---_- i lise ellison a 873 975 | 990 1,041 983 | 1,049 1, 120 
Rs tes 1, 977 1,911 1, 604 2, 392 3, 200 1, 600 397 
Northwest si idinlaihal 1, 542 1, 433 1, 647 1, 663 1, 738 1, 864 1, 996 
I ao cs en nidcnonmevdnen 5, 881 4, 659 4, 250 4, 388 4,391 4,713 5, 044 
a 2 8, 390 8, 377 8, 772 8, 950 9, 642 10, 334 11, 058 
tie cuccdentnioes% : 807 812 722 1, 053 740 792 847 
- 0 ‘ 7 36, 326 32, 709 32, 737 35, 219 37, 641 38, 588 | 39, 983 
Local service carriers: | | 
DO pind 1, 819 1, 959 2, 391 2, 665 3, 333 2,750 2, 900 
ii an iicnrmpniesewasd 956 857 1, 215 1, 215 1, 862 2, 250 2, 500 
i ae . 1, 811 2, 035 2, 232 2, 421 2, 715 3, 000 3, 150 
PE iceman enn eeo~ pasar 2, 875 2, 685 2, 594 2, 649 2, 596 3, 450 4, 750 
Lake Central_.....__- ‘ 1, 590 1, 491 1, 399 1, 482 1, 932 2, 000 2, 050 
Mohawk. ecabhiihdiigiant den 1, 052 717 1, 188 2, 022 2, 922 2, 100 2, 200 
mei 2, 474 1, 972 1, 554 2,019 3, 422 4, 850 6, 300 
aE i ett aiembang 1, 947 1, 823 2, 343 2, 821 2, 910 4, 400 6, 350 
Pacific (Southwest) -._...-...------ 1, 167 1, 039 1, 590 2, 326 2. 756 2, 650 3, 300 
ET dis ti nbsiiiginaiinnnel 2,089 1, 923 sv 2, 583 2, 583 2. 600 3, 350 
Continental (Pioneer) -_........-.-.-- 1, 373 1, 332 1, 226 484 (2) (2) (3) 
ne aanninen 2,014 1, 830 1, 833 2, 231 2, 375 2, 700 3.050 
dg 2, 786 2, 637 2, 579 3, 001 3,071 3, 100 3, 250 
a nina 1, 564 1, 644 1, 855 1, 973 2, 120 2, 200 2. 750 
ee 2 GweestwilocscesuecOeee 
Re ee eee 25,541 | 23,944 25,785 | 29,892 | 34,597] 38,050 | * 45,900 
Helicopters: | 
ES ee ee ae 509 498 515 950 1, 450 1, 700 1, 785 
ES SEES. 826 963 976 1, 064 1, 064 1,091 1,170 
capa 1, 562 1,472 1, 470 1, 800 1, 900 2,310 2. 158 
eee ee 2, 897 2, 933 2, 961 3, 814 4,414 5, 101 5, 113 
All-cargo carriers: 
el ene Re eingaeinagi tila 7 17 18 19 
alll ade binmsianmananmeeas 57 119 116 124 133 
a acai iaeiianinenaseiiniipeneniars 25 148 Ys 104 lll 
a a I ac eeeniciaanaae 102 223 ee ee 
I a la 184 497 328 246 263 
States-Alaska operations: 
EE Eee 1, 297 1,096 929 943 1, 127 1, 440 1, 440 
oN SEE 1, 362 1, 579 2, 395 2,124 1, 958 1, 955 1, 955 
Pan American-Alaska._...... tial 1, 569 1, 548 1, 543 562 181 | 194 207 
LS a 4, 228 4, 223 4, 867 3, 629 3, 266 3, 589 3, 602 
Intra-Alaska operations: 
a il 1, 426 1, 27: 1, 144 1, 192 1, 507 1, 565 1, 505 
SI no. snceinininiaiinmetiintnael 468 466 462 468 468 468 468 
ad 70 7 70 (4) (4) (4) (4) 
ER eae 416 425 368 366 447 500 500 
EE ae ee 309 308 305 313 448 508 508 
Northern Consolidated __.........-- 1, 393 1, 204 1,003 944 1,017 1,041 1,041 
PRES INOTERGE 60-10. ccnccccccnce 510 550 540 1,010 931 934 934 
a Re RR RE al aE 310 311 310 310 293 314 336 
cca neck ecnidasteiecbeniaibl nei 1, 433 1, 428 1, 144 1, 202 1, 520 1, 520 1,520 
| ESE ee ee ee 6,335 | 6,035| 5,346] 5,805| 6,631} 6,850| 6,872 
Hawalian operations: 
ica tad citchimncdaivinienia 484 279 280 220 128 350 48 
Ri cncetitnioapioninininibiahineaion 251 60 60 48 40 95 12 
Bs bap kithommnndsiennnieninnent 735 339 340 268 168 445 00 








See footnotes at end of table, p. 1033. 
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AppenDIx No. III.—Estimated service mail pay and subsidy accruing, by carrier, 
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| 
Name of carrier 1954 1955 1956 1957 | 1958 1959 | 1960 
—S——————— ae se —| a —| 
Trans-Atlantic operations: | 
Pan American-Atlantic..........-- 7, 370 5, 275 6, 860 7,676 | 7,629 8, 289 8, 887 
OE Mc tennscutascacchucs 4, 568 4,177 5, 042 5, 122 | 5, 675 6, 136 6, 561 
Eis iighcelnadnacameis canto 11, 938 9, 452 11, 902 12, 798 13, 304 14, 425 15, 448 
Trans-Pacific operations: ' : hie. > ¥S ; ” 
I 5 aries n sscote its coe cs esti cxalee 3, 314 3, 245 5, 377 5, 752 6, 148 6, 583 6, 935 
Pan American-Pacific._...........- 8,149 | 55,905 6, 121 5, 848 5, 652 5, 849 6, 234 
United (Hawaiian)................- 395 518 435 388 470 505 543 
Rr Uiittehdsaneteeeinenhaih 11,858 | 9,668 | 11,933} 11,988 | 12,270| 12,937 | 13,712 
Latin American operations: Stan foe eo ‘yee 
aah ac fs cl cig wh ain | 85 66 53 58 49 50 52 
ca cgisdiie s dosteubeecomciiy 2, 809 1, 495 1, 058 1, 199 954 954 954 
Caribbean-Atlantic................ 107 109 18 24 26 28 30 
is SR 56 11 11 (1) (1) (1) (1) 
Eo ute ial dca ciegenkieie aso aii 105 58 60 53 59 61 63 
a adie eda bald alin aascdli 352 390 296 206 74 77 79 
National 26 33 40 40 43 45 46 
icc thnghicenaasdetnanne tks 2, 502 1, 400 376 469 513 520 549 
Pan American—LAD--_.........-.- 13, 172 8, 301 6, 848 3, 683 2, 224 2, 295 2, 366 
das iin hast coahcidhtp oiesgete soled PE Secnente niki: MaIht sas nib cbecds Pita ac /t sins Hsia taesdash aie oot sommes RRA A Soden ersican 
tcc hac x anlciipibomiet ithe 19, 214 11, 863 8, 759 5, 732 3, 942 4, 040 4, 139 
Total domestic.............--.--- 64,764 | 50,585 | 61,667 | 69,422 | 76,980 | 81,985 | 91,259 
OE eee 54, 308 41, 580 43, 147 40, 220 39, 581 42, 286 43, 833 
MN Te COPTIOND 5 oc cctindocnnecas 119, 072 | 101, 166 | 104,814 | 100,642 | 116,561 | 124,271 |3135, 092 





1 Merged with Eastern June 1, 1956. 

*Consolidated with trunkline. 

‘Including the $4,500,000 additional subsidy estimated for the local service group of carriers, referred to 
at p. 3 of the text, the total estimated service mail pay and subsidy for this group of carriers amounts to 
$50,400,000 and the industry total to $139,592,000. 

4 Merged with Wien July 9, 1956. 

+ Reflects final system rate for Pan American effective Jan. 1, 1955. Although all divisions of the company 
were affected, only in the Pacific division a negative amount of subsidy resulted. 
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AppENpDIx No. IV.—Average service rates per ton-mile for transportation of air 
mail, by carrier, fiscal years 1954-60 


Name of carrier 


Domestic trunklines: 


ee ee 
peerpeenst .....i05....... 
preseawent. . =. <..--.- 
arene wee ib SU... 
ee 
ae 
Local service carriers: 
BENT. cole n nce 
DD. de Mietecnncaae 
ll, ae eS 
Lake Central_....---..- 
DORE. 2k baw noncca 
North Central...._---- 
GE Ds Gas 
Pacific (Southwest) - . -- 


Piedmont -------- serene Satter 


Continental (Pioneer) 


0 See ere er ere 


Trans-Texas __.--.----- 

fh ES See 
Helicopters: 

Cee .. 226. 2... 

Los Angeles_--.---- = 


New York._....-------- 


All-cargo carriers: 
AAXICO 
Flying Tiger_..-....--- 


I St fides cin casts a6. ks 2hlua hes hou. luuD. 


States-Alaska operations: 
Alaska Airlimes___.---- 
Pacific Northern ------- 
Pan American-Alaska- - 

Intra-Alaska onerations: 
Alaska Airlines____- 2 
Alaska Coastal-- -- es 


ie manne pik ea ae 


Cordova... 
Ellis_ -- 


Northern Consolidated. 


Pacific Northern. 


Reeve-_-- ‘ Bed 


Wien_-.-. ideal 
Hawaiian operations: 
a i 
Trans Pacific __._---.-- 
Transatlantic operations: 
Pan American Atlantic 
Trans World.-_-.---.---- 
Transpacific operations: 
OS 
Pan American Pacific_- 
United (Hawalian)-_-__-- 
Latin American operations: 
= 


ioe a 
STII os cininastincocnsetninieniiiie 


Nn 
Pan American—LAD-- 
Ra icciscsicniatbariewac 





1954 ! 


1955 ! 


Cents 
37. 49 
49. 97 
49. 04 
59. 21 
50. 85 
44.74 
41. 66 
41. 62 
86. 39 
36. 61 
36. 23 
36. 24 
44. 86 


147. 83 
148. 15 
254. 55 
90. 83 
257. 69 
90. 91 
148. 78 
147. 46 
90. 91 
74, 47 
69. 83 
148. 78 
148. 60 
146, 88 


255. 17 
257. 89 
266. 67 





1956 ! 


Cents 
37. 16 
49. 04 
53.13 
58. 90 
51.18 
43. 68 
40. 40 
40. 39 
88. 48 
36. 62 
35. 86 
36. 03 
44. 89 


128. 30 
97. 16 


106. § 
80. 69 
144. 
97. 


101 
124 


94 


90 
64 
. 0 
09 


123. 21 
£2. 43 
51. 18 
99, 14 
88. 84 

120, 51 


258. 
258. 
258. 


00 
00 
00 


00 
5. 00 


47.16 


127. 
246. 
250. 
247. 
244. 
127. 
130. 
247. 


131. 


81. 
81. 


53. ! 
53. ! 


46. 


138. 


. 39 | 
05 


33 
00 
00 
22 
44 


. 37 


43 | 
16 | 





1957 2 


Cents 
36. 97 
50. 00 
49. 04 

(3) 
50. 89 
44.73 
42. 52 
41.71 
86. 62 
36. 62 
35. 81 
36.18 

. 89 


44 
114. 20 
7.16 
106. 94 
75. 76 
176. 40 
100. 46 
101. 60 
124. 09 
123. 21 
91.11 
50. 89 
99. 14 
7.18 
121. 96 


258. 00 
258. 00 
258. 00 


45.00 
45. 00 
45.00 
45. 00 


7.00 
47.00 
47.00 


129. 00 
250. 00 
(5) 
250. 00 
250. 00 
129. 00 
129. 00 
250. 00 








1958 2 


Cents 
43. 65 
45. 43 
(3) 
47.79 
42. 32 
41.74 
41.10 
50.18 
37. 36 
40. 71 
36.10 
42. 37 


101. 87 
93. 94 
100. 00 
74.19 
133. 33 
89. 39 
110. 05 
98. 26 
121. 98 
91. 58 
(4) 
98. 95 
82. 31 
121. 05 


254. 55 
259. 57 
252. 63 


39. 53 
35. 87 
41.53 
40. 00 


7.27 
47. 30 
47.01 


129. 25 


250.00 | 


(5) 
248. 78 
254. 17 
129. 24 
129. 31 
124. 68 
128. 42 


83. 33 


53. 54 | 


53.64 








Cents | Cents 
36. 87 36. 87 
43. 63 43. 64 
(3) (3) 
47. 82 7.80 
42. 31 42.3) 
41.74 41.74 
41.07 41.09 
50. 09 50. 08 
37. 39 37. 49 
40.82} 40.82 
36. 13 36.13 
42. 39 42. 49 

102.63 | 102.44 
94.29) 92.11 
102.13 | 100.00 
74. 44 73. 94 
133.33 | 134.15 
90. 00 89. 33 
109.85 | 110.14 
97. 58 96. 99 
122.68 | 123.08 
91. 18 90, 83 

(4) (4) 
99. 02 99. 08 
82.73 83, 22 

119.51 | 118.18 

256.52 | 258. 52 

258. 00 258. 0 

257.89 | 260.00 
39. 13 38.78 
36. 04 36,02 

42,22 


42. 06 


47.27 47.12 
47. 29 47.24 
47.09 46. 04 


129. 61 129.77 
251.02 | 249.06 


(5) (5) 
247. 7: 248. 4 
250.00 | 250.00 
129.29 | 129,25 


129.96 | 129.81 
124.60 | 124.91 


128.19 | 128.38 
80. 36 80.00 
76. 92 78. 57 
53. 56 53. 54 
53. 63 53.63 
46. 37 46, 36 
48, 28 48.24 
32. 81 32. 83 
36. 7! 37.14 
59, 42 59.62 

149.00 | 136.36 
o | @ 
66. 30 66. 32 
36. 49 36. 24 
36, 89 36, 22 
65. 27 65. 28 
48.19 48. 20 


1 The average sorvice mail rates are obtained by dividing the service mail pay by the air mail ton-mile 
carried, exclusive of nonpriority mail. ; 

? The service rates are those utilized by the Post Office Department in preparing estimates of service 
mail pay. 

3 Merged with Eastern, June 1, 1956. 

4 Consolidated with trunkline. 

5 Merged with Wien, July 9, 1956. 


a , 
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| [In thousands] 
——————_— 

Name of carrier 1955 1956 1957 1968 
een eee ter etomidate Seeman anes ae 
Domestic trunklines: 

| fel ais sks cgi tala 13, 949 16, 357 17, 387 16, 994 19, 578 
7 | cE AR AI See 1, 891 2, 005 2, 499 3, 283 ¢ 3, 767 
$ ct, anctseatnencesaaée 1, 97 1, 754 2, 676 4, O11 4, 621 
2 teas es asinenn gt son 152 145 (!) (‘) 
AN AES RR el et 645 672 747 1,111 1, 274 
0 I sins cig wages macnn crismanmen ats 3, 051 3, 093 3, 385 3, 889 4, 462 
1 EES einiawiheenacbaels i . 598 8, 476 8, 530 9, 236 10, £96 
4 Ee darts outback ortbinunp men aa 1, 718 1, 735 iz 1,652 1, 896 
9 ar cess piece is saceiegs ees = es 147 129 152 544 625 
8 ik cia Sanat aees aan 3, 911 4, 385 4, 322 4, 518 5, 184 
0 i a : 11, 831 10, 901 11, 378 9, 994 11, 467 
2 le a reer 21,628 22, 442 23,019 24, 658 28, 291 
3 ce 1, 547 1, 301 1, 957 1, 416 1, 625 
0 — — —— 
. ET EE Sat ae ye ¢ ‘0, 038 73, 395 77, 838 81, 306 93, 386 
1 service carriers: 
” eee rea 69 78 7 107 123 
M4 a ic ee iene 27 28 31 33 38 
[5 a cial a aden tsinlis tai 44 36 36 44 51 
3 AE A a a 109 111 113 124 142 
14 a a accom asa 26 27 21 36 41 
0 a on once mann oaks 44 49 54 66 75 
8 as. conae anne $ 123 156 186 189 217 
83 Ozark... 4 EE ea 59 7 84 115 133 
Pacifie (Southwest) --......------- 66 69 86 91 104 
08 ah ae ata ss s Aahpie ein se 94 98 90 95 109 
2 Continental (Pioneer) ..........---- 116 109 122 (2) 
18 eins 82 84 94 95 109 
i TEE CREEL HD 107 110 112 130 149 
52 i tg pa RTE ac ae 32 37 35 38 44 
: PE niwetecansessevescscovcneset~ -G) —dueccsscoufewessccosfococccesuiuenswsceusswtoecwcefwoveweus 
. i ee econ aed 998 1, 066 1, 140 1, 163 1, 335 
02 Helicopters: 
2 occa nesioienne 29 23 29 22 23 
i  Gncnmnsccnecassecceen 57 50 48 47 50 
. a ai kc aenclgaiaeie we 21 13 16 19 20 
a } i ci caoecicaieiiad 107 91 93 88 93 
All-cargo carriers 
7 eS ns a eel nas waeenciiena paecieiciuainistad 16 43 49 
06 aa a asada onlin aM mca pat taaicara 10 158 184 211 
a A. os dn ihc duane orcaeniah anal abeaie aichinia Reale cians 169 118 135 
- a ee 24 168 OO ckaccced ecu 
i: | i SS cia ar ca Seesee 34 511 430 395 
| —=— 
91 State-Alaska operations: 
. 38 enamine 248 229 279 256 295 
Peeeeortnern._................- 67 705 815 964 x 1, 107 
- Pan American-Alaska__........-.-- 378 440 489 385 441 
as a ad 1,300 1,374 1, 583 1, 605 ; 1, 843 
. 63 Intra-Alaska operations: 
Ee 290 311 323 335 383 
}, 36 TEPID... ccncececnccesnu- 52 50 46 46 53 
8. 24 lS aS 7 8 (4) (4) ) 
2. 83 a sore ennlig wins 23 36 41 41 7 
a ee cmniin 22 27 24 24 28 
7.14 Northern Consolidated___.......--- 201 226 259 277 318 
9.62 Pacific Northern.............-..... 203 189 186 | 232 265 
b. 36 a einai ates 122 lll 118 235 269 
. 2 a Sea 274 345 397 387 444 
6. I iid resins snncionis [1,190 | 1,303] 1,394] 1,577] 1,688| 1,807 
5. 28 Hawaiian operations: 
8. 20 oe 46 | 50 51 52 56 60 
esee Ro oe ee 11 | 12 13 | 12 13 14 
ae ees ee ee eae 
al opi auc wceaen 57 | 62 64 | 64 | 69 | 74 
mile =— — ———} — ———— 








ae See footnotes at end of table, p. 1036. 
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1957 1958 | 1959 





























Name of carrier | 1954 | 1955 | 1956 | 1960 
Transatlantic operations: | 
Pan American-Atlantic--~..--..-.-- 7, 589 9, 324 11,682 | 13,515 14, 248 15,480 | 16, 598 
Trans World-_---- tp Siete SG Scot 5,982 | 7,505 9,424 | 9,573 | 10,580 | 11,441] 12 23% 
Total....-.-.-..--.-.----.-------| 13,571 | 16,829 | 21,106 | 23,088 | 24,828 | 26,921 | 28, 932 
Transpacific operations: aoe es om tre a. ae ese es a . 
Northwest, ........-.-.-- iiss nw sos 1, 858 6, 742 11,839 | 12,411 | 13,261 | 14,198 | 14 969 
Pan American-Pacific.--...-- ----| 6,213 | 14,083 | 12,523) 11,627 | 11,657 12,115 | 12 99% 
United (Hawaiian) -..........-.---- 923 1,193 | 1,304 | 1,163 1, 431 1, 539 1, 654 
sacks ttn ceih paseo 8,994 | 22,018 | 25,666 | 25,201 | 26,349 | 27,852 | 29, 538 
Latin American operations: cae are sy ro me | "= 
DEIGIOND... 9. -.ca0-ne~ ppeNeomes ae 198 158 120 154 | 132 | 136 140 
ne cae 635 386 333 258 | 201 | 207 213 
Caribbean-A tlantic--..-.-.---- aeons 11 12 13 | 17 | 19 20 | 29 
LE eo owe kicereieses 20 15 8 (1) om i @ | () 
| A GEESE ES Roe pune 123 78 92 82 90 | 92 | 95 
Eastern.....--._-- ae Ree os ad 798 76 817 | 550 | 204 211| aig 
National. -__..-- Saierccsesiaecamadio eee 54 74 101 104 | 117 122 | 127 
i ncanceldlh~nc<smsudpusnennee 386 460 579 | 716 | 785 812 841 
Pan American—LAD..--....----.-- 3, 160 3, 569 4,019 | 4,501} 4,616 | 4,762 4, 900 
a I anal sna, crac bic fo wth neta nie ida A 
Np eae ceeicnnnn te 5,385] 5,628 | 6,082) 6,382| 6,164] 6,362] 6,565 
Total domestic.......-..-.------- 70,854 | 71,143 | 74,586 | 79,582 | 82,987 | 88,911 | 95,209 
EE SD ig nonticncggmanesapa 30,513 | 47,031 | 55,593 | 57,712 | 60,587 | 64.613 | 68,659 
Total all carriers...........-.-.-.- 101, 367 | 118,174 | 130,179 | 137, 204 | 143, 574 | 153, 524 | 163, 868 








1 Merged with Eastern, June 1, 1956. 
? Consolidated with trunkline. 

3 Less than 500 ton-miles. 

4 Merged with Wien July 1, 1956. 
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AppenpIx No. VI.—Nonpriority mail ton-miles, by air carrier, fiscal years 1954-60 


{In thousands] 

















~ eae eadled ye eee SS ee 
} | } 
Name of carrier 1954 1955 | 1956 | 1957 | 1958 | 1959 | 1960 
Pthe pei ALGIG) | 11? 
Se | | | Ss —_ = 
Domestic trunklines: 
American. .___-- i. fies) heey 1,851 | 2,190] 2,435] 2,435] 2,146] 2,445| 2,592 
ita pace coc iecciarccieiewings 1, 050 1, 534 1998} 1,093 | 2,086 2, 381 2, 524 
I ie nig ds Cotten unntnnn he eee co aweb. See cee oJ R 59 63 | 67 
I ek foe OY nt Lae 126 301 | 333 | 363 | 470 | 498 528 
| ee Ce 628 2,182 | 2,216) 2,442; 2491) 2640] 2798 
I snack en ane ee eed winnie 500 | 1,353 } 1,535 | 1,546] 1,598 1,694} 1,795 
lish ices 91 one ecb As ia gee Dae 24 | { 390 413 438 
RI eae, tte eee et reek 4 | 220 | 429 270 286 | 303 
ND ao an wake eeucnctenel, 1, 246 1,978 | 1,806 1, 741 1, 688 1, 790 1, 897 
Rel do in ito init camino one 1, 388 2, 854 3,626 | 3,330} 3,919 4,154 4,403 
Western.--.-- gidek sda onbsbed » cieh «halite Ald hk 619 | 724 890 | 748 794 842 
SS OSs osaenss necnco-n-coc-e| 6,780 | 13,015 | 18,807 | 14,273 | 15,865 | 17)168 4) 18, 267 
Local-service carriers: 
Allegheny--..---- 2 cmaeu seman 3 | 9 | 15 9 | 5 t 7 
ara ia 5sas nsxaiicgupemeetinl.< eae i @& | ~ 17 18 21 22 23 
Central. ...1... einteirere tiniatiste k= eats 7 13 | 8 7 6 7 7 
BY ER ee ee ee | 36 104 | 90 98 87 92 98 
RRMIINUON 8g. de cnn oe | @) 1 2 2 
DCC SESE... icc cead sax scoldee 3 | 6 | 6 8 | 9 9 10 
CNN ed bk 24 | 63 | 68 59 73 78 | 83 
atte AR ae AT EI ‘ee 6 | 11 | 18 | 14 | 15 | 16 
Pacific (Southwest) -........._.___. 2 15 | 12 | 15 | 28 30 | 32 
Piedmont-.- Bee ec sincendieha st 7 16 | 65 64 | 67 | 71 75 
Continental (Pioneer) __...-_.._._--| 9 | 55 | 60 | 6; (“| % 5 4.4 
ND «cbt teits> te scope ree | 3 | 8 | 11 7 9 10 | 10 
Et ac ncwethincaacenetaanton 9 | 35 | 38 | 30 29 31 | 33 
SN POIOD... coo adalididdsed~-Jtecea (3) 8 | 13 10 | 11 ll | 12 
ae ie i 103 347 416 405 | 359 382 406 
All-cargo carriers: | 
AAXICO.. . . : 
eG On eee eee FAT ai ht 198 | 261 | 266 282 299 
hg Bor 5a eee Tecan al 134 387 | 257 272 288 
Slick........- Jobe tin awed oSedbe ugh Lie. dacs] 469 754 | SE hissis3 Pu 
RE. oc asue~ persed P Cee tule es 801 | 1, 402 | 844 | 554 | 587 
Hawaiian carriers: | 
EN Soh chk Sk At eet td cect idence boen chanel ba 2 1 1 1 
eS i ne ‘ : 1 ] 1 1 
ME, het. cuadd Te yy ee eee Pe Sékaks 3 | 2 2 2 
Total all carriers: ............--.- | 6,892] 13,362] 15,114 16, 083 17, 070 18,096 | 19,182 





1! Includes mail carried during emergency, at 28.50 cents per ton-mile. 
? Emergency mail carried at 28.50 cents per ton-mile. 

4 Less than 500 ton-miles. 

4 Consolidated with trunkline. 
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GENERAL STATEMENT 


Mr. Durrer. Mr. Chairman, I have a statement to supplement the 
eres I don’t have a regular prepared statement. I would 
ike to make a brief oral statement to supplement the justification 
which we have already filed with the letter. 

Mr. Chairman and members of the committee, for ‘Payments to 
air carriers’’ we have requested a supplemental appropriation in the 
amount of $18,085,000. The bill, as passed by the House, allowed 
$12 million or $6,085,000 less than the Sredieet estimate. 

We are now requesting an amendment of the bill to restore $4,189,- 
000 of the $6,085,000 disallowed by the House. 

The difference, or $1,896,000, represents a decrease in the total 
estimated requirements which we had in the former supplemental of 
$18 million. This decrease results from rate orders either already 
issued or expected to be issued this year. 

Aecerdindly, our revised estimate of supplemental appropriation 
requirements for payment to air carriers is $16,189,000. These 
additional funds are needed to pay the carriers subsidy bills as they 
become due. We pay them each month. The funds on hand as of 
April 1 were sufficient to permit payment of only 40 percent of the 
amounts due these carriers in Sell. 

Payment of the balance for May and June must await the appro- 
priation of the supplemental funds that we now request. 


NEED FOR SUPPLEMENTAL FUNDS 


The need for supplemental funds for 1959 was foreseen by the 
Board many months ago. When we appeared before the Congress a 
year ago in connection with our 1959 budget estimate, we pointed out 
that these estimates were understated and that a supplemental appro- 
priation would be required in 1959. The reason for this was that 
many factors affecting subsidy requirements were then in early 
developmental stages, including route awards in cases then pending 
before the Board, rising costs for the carriers which would swell their 
‘subsidy bill, the local service carriers particularly. 

It was not then practicable to project how extensive the factors 
would be, but as I say, we pointed this out to the Congress when we 
appeared last year. 

This situation has since been clarified to a considerable extent. 
We have made sufficient progress, particularly in our handling of 
area route proceedings, which now enable us to project subsidy needs 
through the year 1960. This supplemental request is an integral 
part of the 1960 budget estimates which estimates are intended to 
reflect, among other things, the following: 

(a) The impact of all new routes which have been awarded, or 
announced, and the estimated effect of the new route awards yet 
to be made. 

(6) Operation of additional services over existing routes. 

(c) The operation of new equipment by the smaller carriers. 

(d) Increased costs in accordance with current trends. 

The effect of increase in fares and the rate of return are also included. 
The details of this supplemental estimate, as well as our estimates for 
1960, are set forth in the justification. 
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SALARIES AND EXPENSES 


For ‘‘Salaries and expenses” the Board requested $516,000 to pay 
increased costs for salaries authorized by the Federal Employees Pay 
Act of 1958. The House allowed $464,400, a reduction from this esti- 
mate of $51,600. 

We are requesting restoration to the full amount of the budget esti- 
mate. If we do not receive this, we will be unable to continue our 
presently authorized staff during the remainder of the year. 

Congress last year in recognition of the Board’s problem, provided 
an appropriation for 1959 sufficient to enable the establishment of 39 
new positions. Without this supplemental appropriation we would 
not be able to fill all of these positions authorized by the Congress. 

The Board has already had to absorb substantial costs this year in 
connection with additional work resulting from the enactment of the 
Loan Guarantee Act passed last year, passage of the Federal Aviation 
Act, passed last year, and in connection with our moving to new 
quarters just this year. 

Even without these unbudgeted costs the Board’s staff has not been 
able to keep pace with the growing volume, complexity and pressure 
of work incident to the tremendous expansion in aviation in this 
country and in international aviation. We have continued to fall 
further behind in virtually every area of our work. 

Accordingly, we seek your favorable consideration of our request 
for full restoration of the amount for salaries and expenses. 

That concludes my statement, Mr. Chairman. 


TOTAL NET PAYMENTS 


Senator Magnuson. Mr. Chairman, for the record, it is now esti- 
mated that during fiscal 1959 the net payments total $58,433,000. 

Mr. Durres. That is correct, including the increase which we are 
now asking; yes. 

Senator Magnuson. On this basis that would be a deficit, as you 
estimated for the budget last year, of $18,085,000. 

Mr. Durren. That is correct. 

Senator Macnuson. That is due, as you say, to three broad areas 
involving new routes, new equipments scheduled for delivery, which 
would initially result in increased operating costs? 

Mr. Durrer. That is right. 

Senator Macnuson. Why did you put the word “‘initially”’ in there? 

Mr. Durres. Mr. Chairman, I think when we appeared—— 


PERMANENT CERTIFICATES AND GUARANTY OF LOANS 


Senator Maanuson. I am thinking of the fact that the chairman 
sponsored a bill, No. 1, to make permanent certificates; 

No. 2, the guarantee of loans, on the basis that it would give better 
financial responsibility to feeders in particular and that, therfore, 
the subsidy should decrease. Is that why you used the word “‘initially”’? 

Mr. Durrer. That is correct, yes. 

Senator Maanuson. Do you anticipate they will be in a better 
operating position due to those two pieces of legislation? 

Mr. Durree. Yes, sir. 


38932—59—_—66 
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Senator MaGnuson. But that in the beginning when you bring in 
new equipment, until you get everything shaken down and adjusted, 
you find that there is an increase in cost right there in the beginning 
which you think will gradually drop off. 

Mr. Durrer. Yes, sir; we make that statement on the basis of the 
experience with the trunkline carriers when they moved in new 
equipment, DC—6’s, DC-—7’s, and the Constellation. 


TOTAL SUBSIDY 


At one time, [ think in 1950, the total subsidy was $82 million, 
That was largely trunklines. During the transition period when they 
were accommodating themselves to the use of this new equipment 
their subsidy went up finally until it reached $82 million and then went 
down, as they went through this transitional period. 

Senator Maenuson. I have not the latest figures, but it is my 
understanding that all trunklines are now off subsidy. | 

Mr. Durrer. All except one international carrier, Braniff, in its 
South American operations and that is a very small amount. 

All the domestic trunklines are off subsidy as of today. 

Senator Magnuson. I am speaking of the domestic trunklines, 

Mr. Durrer. Yes, sir. 


ALASKAN OPERATION 


Senator MaGnuson. Now, you submitted to the committee a 
breakdown of the carriers . the estimated payments, in which you 
have the different increase ‘or dec rease, plus or minus, and you have 
the Alaskan operation, a plus increase of $2,019,000. Is that due to 
new services or to the new equipment? 

Mr. Durrer. A large part of that, Senator, is due to a substantial 
decrease in the amount of military charter business which has been 
available to these carriers 

I would say the greater part of that increase is due to that fact, 
Senator. 

Senator Macnuson. Up in Alaska a great number of these carriers 
did participate in military charter and that, therefore, added to their 
revenue. 

Mr. Durresr. Yes, sir. 

Senator Maanuson. That has dropped off? 

Mr. Durresn. It has diminished extensively; yes, sir. 

Senator Magnuson. How many of the Alaska carriers have new 
equipment or have new equipment on order; do you recall? 

Mr. Durrer. Consolidated has F-27’s. TI think they have one in 
operation now. 

Do you mean new type of aircraft which has not hitherto been used 
in aviation? 

Senator Magnuson. Well, sometimes they buy not new equipment, 
but better equipment than they had in many cases. Is that not the 
case? 

Mr. Durrerz. Yes, sir. 


0 


a 
$ 


W 


er gw "sa: © 


a} 
n 


rs 
ir 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1041 


INCREASE IN ALASKAN AIR TRAFFIC 


Senator MaGcnuson. Has Alaskan air traffic increased or decreased? 
Mr. Durrer. It is on the increase; yes, sir. 

Senator Maanuson. Despite the dropoff in military passengers? 
Mr. DurFErE. Yes, sir. 


HAWAIIAN OPERATION 


Senator Maanuson. Now, for the Hawaiian operation you have 
only a plus $12,000 estimate. 

Mr. DurFrer. Yes, sir. 

Senator Maanuson. But you have the total of Alaskan operations 
and Hawaiian operations, international operations, Braniff, Colonial, 
and Northwest, some of them are minus; Northwest I see is minus 
$3,000 on their international operation? 

Mr. DurFEE. Yes, sir. 

Senator Maacnuson. But the total of all carriers is $17 million. 
This does not all add up to $17 million. Why is that? 

Mr. Durresr. This includes the local service areas. 

Senator MaGnuson. | see. 

The information has been placed in the record so that everybody 
will know what these airlines are getting in the way of subsidy. 


HELICOPTER OPERATION 


Senator Magnuson. Now, you have helicopter operation that is 
plus $1,632,000, Chicago, Los Angeles, New York. Is that subsidy 
going up or down on helicopters? 

You remember, we had quite a controversy whether we should ever 
go into that or not. You remember that? 

Mr. Durrer. The helicopter subsidy is increasing. 

Senator MaGcnuson. Why is that? 

Mr. Durrer. Basically, Senator, it is for the same reason that local 
service subsidy is increasing. ‘This is an experiment. The reason we 
only have 3 certificated carriers in this country—I think we have 72 
applications pending—is that we have done this on the basis that it is 
an experiment. The reason for the increase in the helicopter opera- 
tions, in addition to increased cost of operation, has been largely the 
introduction of new types of equipment. 

Senator Maanuson. Which cost a great deal more than their 
original equipment. 

Mr. Durrer. That is correct. Of course, they are carrying a lot 
more traffic. 

Senator Maanuson. Will this not have to expand in many other 
major centers, even such as Washington, when the two airports are in 
operation? 

Mr. Durrex. At present, while I think the cost of helicopter 
operation is about 80 percent covered by Federal subsidy, we are 
confident that there is now in process the development of new types 
of helicopter aircraft which will ultimately justify this experiment. 
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When that has developed and we can reach a stage where we can come 
before the Congress with certificated helicopter operations, which can 
operate for less than 80 percent subsidy, something more in line 
perhaps, with the percentage of subsidy that the local service carriers 
get, we would certainly within that time consider certificating more 
metropolitan helicopter operations. 

I believe it is the feeling of the Board at the present time that the 
reason we have not initiated further hearings on these pending applica- 
tions is we do not think that with the operation at this present stage 
we would be justified in certificating any further carriers. 


LOCAL SERVICE OPERATIONS 


Senator Macnuson. I notice on the estimates in local service 
operations, they are all on the plus side; that is needing more money, 
with three exceptions. One of them being West Coast, on which the 
estimates were greater than they actually were going to be granted 
$68,000 less. ' 

Now, West Coast was one of the first to participate in new equip- 
ment, was it not? 

Mr. Durres. Yes, sir. 

Senator MaGnuson. They have been in operation with new equip- 
ment for some time? 

Mr. Durresr. That is correct. 

Senator Maanuson. Some of these others have not; they are in 
the process. 

Would that not be an indication that once you get new equipment, 
even though you have that original initial rise in cost, that this might 
be a good example and when this gets operating it will have a tend- 
ency to cut these subsidies? 

Mr. Durres. Yes, sir; the West Coast has recently instituted serv- 
ice with the F-27, which is a new type of carrier, and they have 
reported very substantial increase in their load factors and _ total 
passenger revenues due to the introduction of this new type of 
equipment. 

Senator Macnuson. I merely bring that out because you and the 
Board and myself and all of us were so positive that by the passage 
of those two bills and getting them into a financial position to get 
new equipment that we would be able to do what apparently has 
happened and the West Coast has started first? 

Mr. DurFEE. Yes, sir. 


’ 


FOREIGN INTERNATIONAL OPERATIONS 


Senator Macnuson. Now, you have here foreign international 
operations. You only list Braniff, Coion‘a., and Northwest. North- 
west is about off, are they not, on their international operations? 

Mr. Durree. Northwest is off. 

Senator Macnuson. Braniff is still on? 

Mr. Surree. Yes, sir. 

Senator Macnuson. Colonial is still on for just a sma!l amount? 

Mr. DurFee. Yes, sir. 

Senator Macnuson. What about other international operations? 
They are all off. 
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Mr. Durrer. None of the other international carriers are on 
subsidy. 

Senator Magnuson. That includes TWA, American, Pan American, 
and all the rest of them? 

Mr. Durrer. Yes, sir. 

Senator Maanuson. These two charts in full have been made a 

art of the record because it points out what lines are on and what 
foas are getting off and the results, I think, of new equipment after a 
period of time. 

Mr. DurFerz. Yes, sir. 

Senator Magnuson. Now, one more question: The amount you 
estimate here that you need you will have to pay ultimately, will 
you not? 

Mr. Durree. The U.S. Government will have to pay it ultimately. 

Senator Maanuson. It is an obligation that will have to be paid 
sooner or later. 

Mr. Durree. Yes, sir. 


Senator Magnuson. Would it cause, in your opinion, somewhat of 
a handicap to some of these smaller lines, which most of these are, 
90 percent of them, if they do not get a subsidy from month to month 
they would have to get—borrow—some money to pay expenses. 


FINANCIAL CONDITION OF LOCAL SERVICE CARRIERS 


Mr. Durrer. I don’t think any of the local service carriers have 
cash reserves to even carry them from month to month. 

They subsist largely on a month-to-month basis on their subsidy 
payment. They would have tremendous difficulty—at least they 
would have to pay a lot of interest on the money to borrow it. 

Senator Magnuson. If they pay interest that will be added to the 
operation cost, so in turn we will have to pay a little more, maybe. 

Mr. Durrez. I think that was brought out, Senator, in a hearing 
on the guarantee loan bill, I think to the satisfaction of the Congress, 
that these carriers were not in a very favorable credit position. 

That is why Congress passed the guaranteed loan bill. 

Senator Maanuson. We will place in the record some telegrams 
from some of the carriers, and a letter from the Air Transport 
Association. 

(The material referred to follows:) 


Arr TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D.C., April 7, 1959. 

Hon. Cart HaybDEN, 

Chairman, Committee on Appropriations, 

U.S. Senate, Washington, BC. 


Dear Mr. CuarrMan: In considering the second supplemental appropriation 
bill, H.R. 5916, now before your committee, we would like to call your attention 
to a reduction of funds for the CAB made by the House of Representatives, 
which in our opinion, is unduly severe. The CAB, in its request for supplemental 
funds for fiscal year 1959, asked for $18,085,000 for payments to air carriers 
(subsidy). This amount was reduced to $12 million by the House. Based on 
representations made by the CAB to the House committee, it would appear that 
@ minimum of $13,500,000 is required if the CAB is to have sufficient funds to 
meet its obligations for the balance of the fiscal year in connection with route and 
rate cases already decided up to that time. Thus, a restoration of at least 
$1,500,000 is required to meet this known need. In addition, it is presumed that 
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pending cases, due to be decided between that time and the end of the fiscal year 
would require funds over and above this amount. 

Therefore, we respectfully urge you to determine from appropriate witnesses 

from the CAB appearing before your committee their exact requirements in this 
regard, and restore such portions of the House reduction as are necessary to enable 
the CAB to meet these obligations. 
B® The bulk of the additional funds requested by the CAB is needed to make 
subsidy payments to local service air carriers, serving the smaller communities 
of the country. Since the original estimates for fiscal year 1959 were submitted 
to-Congress and acted on in the regular appropriation bill, subsequent decisions 
involving both added routes and service, and rates, have been reached, which 
result in this additional requirement. 

The Congress, first in authorizing local service operations on a temporary 
basis, and later by permanently certificating these operations by statute, has 
indicated its belief that such service is essential to the commerce and _ postal 
service of the United States. It is therefore urged that sufficient funds be made 
available to the CAB to carry out this policy. 

Sincerely, 
LEO SEYBOLD, 
Vice President, Federal Affairs. 


Fort Worth, TeEx., April 9, 1959. 
Senator Cart Haypen, 
U.S. Senate, Washington, D.C.: 

Respectfully we call to your attention subsidy pay ments to Central Airlines 
by Civil Aeronautics Board for March 1959. CAB paid us approximately 
40 cents on the dollar and such works a decided hardship on Central Airlines, 
We have no cash reserve and as you can appreciate matter becomes critical im- 
mediately with Central Airlines which serves 36 cities in 6 States. 

We urge your committee to give this matter priority when CAB presents their 
supplemental appropriation request to you tomorrow. Further we would urge 
your committee approve CAB’s request for funds in full for next fiscal vear. 
We appreciate your active support and interest over the years in need of local 
service airlines of the Nation. 

Keitu KaA8LE, 
President, Central Airlines. 





WasuinctTon, D.C., April 9, 1959. 
Hon. Cart HaAypDEN, 
U.S. Senate, Washington, D.C.: 


The Civil Aeronautics Board has advised Allegheny Airlines of inability to 
maintain full mail payments for month of March and subsequent months pending 
action by Congress on supplemental appropriations. 

This delay or postponement of mail payments must of necessity be transferred 
to creditors which include a large number of airports operated by smaller cities 
which are dependent upon revenues from Allegheny for airport operations. 

We would appreciate your giving every consideration to the Civil Aeronautics 
Board’s request for supplemental appropriations. 

LEsLIE O. BARNES, 
President Allegheny Airlines, 
National Airport, Washington, D.C. 


Fort Worth, TEx. 
Senator Lynpon B. JonHNson, 
U.S. Senate, Washington, D.C.: 

Again want to emphasize how nice it was being with you and Lady Bird the 
other day. When we visited about Central Airlines I did not anticipate emer- 
gency that confronts us today. The Civil Aeronautics Board, due to lack of 
supplemental appropriations, has only paid us in subsidy 40 cents on the dollar 
for our March flying. Lyndon, this is real critical with Central as we have no 
cash reserve and is. working an immediate hardship on our local service airline 
and its people. Understand 40 cents on dollar payment for March flying applies 
to all the Nation’s local service airlines. CAB goes before Senate subcommittee 
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Friday, April 10, seeking funds. Would deeply appreciate your assistance on 
this whole problem and would urge and recommend that Senate grant the CAB 
supplemental appropriation request as well as their full appropriation request 
for next fiscal year. Will appreciate your advising how this moves along. 
Grateful thanks. 

Keita Kante, Central Airlines. 


SCHEDULED PAYMENTS TO FRONTIER 


Senator Maanuson. Are there any further questions of the 
chairman? 

Senator AtLorr. May I ask a question? 

Senator MaGnuson. The Senator from Colorado. 

Senator AtLottT. To follow up on the recent remarks of the acting 
chairman, in accordance with the schedule which you have shown, 
on which you have a plus figure of 532,000 for Frontier, is that re- 
flected in the purchase of not new equipment, but more advanced 
equipment than they have had; is that the reason for that figure? 

Mr. Durrer. In the case of Frontier, Senator, I think in the past 
year Frontier’s route mileage has been substantially enlarged by 
route orders and mail rate cases following these route orders, new 
routes and expanded service on existing service and new routes of 
Frontier. 

I think this is reflected in the expansion of service and increase in 
the cost of operation rather than new equipment. 


HOUSE REPORT 


Senator AtLtorr. Now, referring to the report in the House, on 
page 9 they say this: 
Subsidies to be paid do not draw interest and the amount provided for will 


enable the Board to make these payments, particularly since a substantial part 
of funds requested are for payment on cases yet to be decided by the Board. 


This was apparently based upon the testimony on page 34 of 
Mr. Russell, who said: 


I do not know that I can talk in terms of how much of this 5%» million is a 
guesstimate. I would say of the $18,085,000 approximately 4% million, would 
depend on cases to be decided during the remainder of this fiscal year. 

So is this a fact, that some $4% million of this depends on decisions 
yet to be made by the Board and would it influence the decisions of 
the Board? 

Mr. Durres. I will ask Mr. Russell, who I think testified on this 
point, to reply to that. 

Mr. Russe... The estimate of $4% million was a figure that indi- 
cated amounts, payment estimates, that could not be tied down 
specifically because they were awaiting the outcome of rate cases. 

Now, that is in part borne out by the savings that we are now talking 
about, the $1,896,000 reduction in our estimate. As we see it, the 
$1,896,000 will be the maximum decrease. In other words, that is 
as far down as our $18,085,000 could be adjusted and still cover the 
bills that we are talking about. 

Senator AuLorr. Is it or is it not a fact that of this $18 million, 
$4% million depends on cases yet to be decided by the Board during 
the remainder of 2% months of this year? 
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NORTHEAST CASE 


Mr. Russewu. The Board has decided a number of cases, two large 
ones, the Northeast case—I believe that is the largest one—since we 
appeared before the House. 

Now, the million dollar savings was largely tied to the Northeast 
case. We still have in our estimate some $3,768,000 that is somewhat 
uncertain from the standpoint of timing. In other words, when the 
Board issues the cases, we will be paying out $3,760,000 to a number 
of carriers. 

The amount, we feel, is solid. It is simply a question of whether the 
Board is going to issue an order this fiscal year or next fiscal year, a 
question of timing. 

Senator ALLorr. Since you testified before the House, I want to 
get this clear in my own mind; you said in your testimony, and I read 
it just a moment ago to you, that about $4% million of this depends on 
cases that were yet to be decided. Now you say that $3,768,000 still 
is dependent on cases to be decided. 

Mr. Durres. From the standpoint of timing. 

Senator ALLotr. How do you know that the Board will decide on 
it and how do you know what the Board will decide? 

Mr. Durree. I don’t exactly. That is still a guess, an estimate. 

I would say part of the estimate is based on the fact that the Board 
has largely completed analysis in several of these rate cases, Senator, 
in which the preparation of the opinion itself may take a couple of 
months. 

I think this $3% million Mr. Russell is talking about contemplates 
rate cases that are either yet to be heard by the Board, or are cases 
that have been heard by the Board in which the Board has reached a 
tentative decision, but in which the decision has not been finalized by 
the issuance of a formal opinion. 

Senator ALLotr. You would not become obligated for that, would 
you, until the issuance of the final opinion? 

Mr. Durreer. If the final opinion comes out in the next month or 
two we will certainly be obligated. 

Senator AtLorr, But not before that time? 

Mr. Durres. Not before. 

Senator Atuotrr. Thank you. 

Senator Macnuson. Thank you, Mr. Durfee. 
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CIVIL SERVICE COMMISSION 


STATEMENTS OF ROGER W. JONES, CHAIRMAN, AND BARBARA 
GUNDERSON AND FREDERICK J. LAWTON, COMMISSIONERS, 
AND DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGE- 
MENT SERVICES 


HOUSE ACTION 


Mr. Maenuson. Three items are included in this bill for the Com- 
mission. 

The House allowed the full amount of $270,000 for annuities to 
Panama Canal construction employees and Lighthouse Service 
widows. 

For investigation of U.S. citizens for employment by international 
organizations, the House allowed $100,000 of the estimate of $143,000, 
which I understand you now believe will be sufficient to meet the 
workload of such investigations. 


For salaries and expenses, the House reduced by $308,500 your re- 
quest of $1,800,000, and stated in their report: 


The $117,000 requested for moving costs and furnishing new office space in 
Washington, D.C., and New York has been denied. The amount allowed includes 
$1,462,500 toward defraying the cost of pay increases, and $29,000 for travel ex- 
penses and processing workload increases in the Retirement Division. 


The new Chairman of the Commission, Roger Jones, is here with 
Commissioners Gunderson and Lawton in support of restoring this 


m. 

We will place in the record your letter, the supplemental estimates, 
and your justifications. 

(The information referred to follows:) 


U.S. Civit SERVICE COMMISSION. 


Washington, D. C., April 6, 1959. 
Hon. Cart HayDEN, 


Chairmen, Committee on Appropriations, 


U.S. Senate. 


DeEaR SENATOR HAYDEN: A very careful review has been made of those items 
affecting the Civil Service Commission in H.R. 5916, the second supplemental 
appropriation bill, 1959, as passed by the House of Representatives on March 24, 
1959. The Commission is seriously concerned about the reduction made from its 
request for the “Salaries and expenses’”’ appropriation and wishes specifically to 
invite your attention to the following item: 

Page 18, line 1 through line 10: 


“Crivit SERVICE COMMISSION 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $1,491,000: Provided; 
That the limitation under this head in the Independent Offices Appropriation Act, 
1959, on the amount available for performing the duties imposed upon the Commission 
by the Act of July 19, 1940 (54 Stat. 767), is increased from ‘$70,000’ to ‘$76,300’, 
and the limitation thereunder on the amount available for expenses of travel is increased 
from ‘$472,000’ to ‘$486,000’.”’ 

The action of the House with respect to the foregoing appropriation reduced 
the Commission’s request of $1,800,000 by an amount of $308,500. This reduc- 
tion involves four major areas, as follows: 

(1) The request of $1,625,000 for pay increase costs was reduced by 10 percent, 
or $162,500. It is significant to point out that the funds currently appropriated 
for fiscal year 1959 are $100,000 less than the amount available last fiscal year. 
In addition provision had to be made within this reduced appropriation for new 
work items and increased costs approximating $150,000. The effective reduction 
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in appropriation level therefore, has already amounted to roughly $250,009 
which otherwise could have been used to defray some part of the pay increase costs. 
An additional cut of $162,500 this late in the fiscal year would mean curtailing 
operations with resulting backlogs of work to be carried over into fiscal vear 1960. 

(2) The House has denied entirely the Commission’s request for $117,000 for 
moving costs and office furniture for (a) relocating its regional office at New York 
City and (b) establishing a Federal Recruiting and Information Center in Wash- 
ington, D.C. The Commission feels strongly that these two moves will con- 
tribute greatly to the effectiveness of its operations and will be an important 
step in raising the prestige of the Federal Government as an employer. 

(3) The Commission’s request of $30,000 for processing additional retirement 
annuity claims was reduced 50 percent, or $15,000 by the House. This redue- 
tion will have the effect of preventing the Commission from processing annuity 
claims promptly thereby delaying payments to annuitants. 

(4) The budget request contained an additional $28,000 for travel funds with 
a corresponding language increase in appropriation limitation for this purpose, 
The House bill provides for a 50 percent cut in this item or $14,000. This cut 
will mean curtailing essential travel by Commission employees engaged in inves- 
tigating suitability for Federal employment and in inspecting agency personne] 
operations. 

For the above reasons, the Commission strongly urges action by your com- 
mittee to restore the entire House cut of $308,500 bringing the supplemental 
appropriation to $1,800,000 as provided in the budget reouest. 

The committee’s attention is also invited to page 18, lines 11 through 15, of 
H.R. 5916 covering the appropriation “Investigation of U.S. citizens for employ- 
ment by international organizations.’”’ While the House action for this item 
reduced the request from $143,000 to $100,000, the Commission believes that 
the amount in the House bill is in reasonable proportion to the workload to he 
processed. 

In view of the serious nature of the reduction made by the House in the 
“Salaries and expenses’ appropriation, the Commission would appreciate the 
opportunity of appearing before your committee to provide further details on 
this matter. 

By direction of the Commission. 

Very sincerely yours, 
RoacEer W. Jones, Chairman. 





SUPPLEMENTAL EstTIMATES CONTAINED IN House DocuMEntT No. 58 
(P. 12) 
“Civit SERVICE COMMISSION 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $1,800,000: Provided, 
That the limitation under this head in the Independent Offices Appropriation 
Act, 1959, on the amount available for performing the duties imposed upon the 
Commission by the Act of July 19, 1940 (54 Stat. 767), is increased from ‘$70,000’ 
to ‘$77,000’, and the limitation thereunder on the amount available for expenses 
of travel is increased from ‘$472,000’ to ‘$500,000’.”’ 

This proposed supplemental appropriation includes (1) $30,000 to process 
workloads resulting from Public Law 85-465, effective August 1, 1958, which 
provides annuities to certain widows and widowers whose spouses died prior to 
February 29, 1948, (2) $28,000 to cover the cost of increasing per diem and mileage 
allowances to the maximums authorized by Public Law 84—189, with an equivalent 
increase in the limitation for travel expenses, and (3) $117,000 for moving to and 
furnishing new office space in Washington, D.C., and New York City. 

The proposed supplemental appropriation also includes $1,625,000 to cover the 
cost of pay increases provided by Public Law 85-462. These additional salary 
costs also require an increase in the limitation for performing the work entailed in 
administering the act of July 19, 1940. This appropriation was apportioned, 
pursuant to section 3679 of the Revised Statutes, as amended (31 U.S.C. 665), 
on a basis which indicated a necessity for a supplemental estimate for this purpose. 
This action was reported to the Congress by the Director of the Bureau of the 
Budget on October 30, 1958. 
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SUPPLEMENTAL BupGET EsTIMATE, FiscaL YEAR 1959 
INTRODUCTION 


The Civil Service Commission submits herewith a request for additional 
appropriations required for operations in the current fiscal year for the several 
accounts for which appropriations are inadequate. Included are requests for 
increases in (1) the limitation for travel expenses and (2) the limitation for fer- 
forming the duties of the Commission in enforcing the prohibited political activities 
statutes to provide for pay increase costs of this function. The total supplemental 
request is summarized as follows: 





Amount 


Amount Additiona} 
Appropriation or fund title required 


available amount 
requested 





Salaries and expenses, Civil Service Commission 


‘ L Ses ] ce Commission .-.-.----.--- $20, 000, 000 | $18, 200, 000 | $1, 800, 000 
Investigation of United States citizens for employment by | | 


NN OE i a a a : 493, 000 | 350, 000 143, 000 
Annuities, Panama Canal construction employees and Light- | 
house Service widows, Civil Service Commission........--- 2, 570, 000 2, 300, 000 270, 000 





Justification for each item in this request follows: 
SALARIES AND EXxpENsEs, Fiscat YEAR 1959 
GENERAL STATEMENT 


The Commission will require a supplemental appropriation of $1,800,000 for 
the “Salaries and expenses’’ appropriation in fiscal year 1959. These funds are 
required (1) to meet increased pay costs resulting from Public Law 85-462, 
(2) to process increased workloads in activity 4, ‘‘Administration of the retirement 
systems” resulting from Public Law 85-465, (3) to meet increased travel costs, 
(4) to furnish and equip new office space for the New York regional office and for 
a recruiting and information center in Washington. 

Although the funds appropriated for 1959 were $100,000 less than the amount 
available for 1958, provision had to be made within this reduced appronriation 
for new work items and increased costs approximating $150,000 above the 1958 
level. These additional items included (1) the valuation of the retirement fund, 
$51,000; (2) contributions to the retirement fund for an additional pay period, 
$35,000; (3) the normal increase in retirement workloads, $47,000; and (4) the 
continuation of the standards program at the 1958 level for a full year in 1959, 
$18,000. The effective reduction below the 1958 appropriation level therefore 
amounted to more than $250,000 which had to be absorbed and which precludes 
absorbing any part of the increased pay costs. 

In addition to the cost of pay legislation, other legislation, namely Public 
Law 84-465, enacted subsequent to congressional action on the Commission’s 
budget request has created needs over and above those already absorbed in the 
1959 appropriation. While the Commission has been able to absorb a substantial 
portion of these new requirements, it is not possible to fully meet these added 
needs, unless supplemental funds are made available, without developing un- 
manageable backlogs of work or seriously impairing other programs of the Com- 
mission. Increasing travel costs are also seriously hampering program operations. 

The following table indicates the total amount required as compared to the 
funds available: 


eee, meee: your 1900... ...............2.... a A ios $18, 200, 000 
aa ee ee 


Supplemental request, fiscal year Re aca aaa 1, 800, 000 


The table on the following page shows the detail of increased requirements by 
item and by object classification. 











1050 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 


A discussion of the needs of each of the items under the salaries and expenses 
appropriation requiring supplemental funds follows. 


Additional requirements, fiscal year 1959 























03 Trans-| 07 Other 11 Grants,| Total addi- 
01 Personal |02 Travel|portation| contrac- |09 Equip-|subsidies, tional 
services of things tual ment j|andcon-| require- 
ser vices tributions ments 
A. Increased pay costs. ---- kt | Sa: eee eee PO icccnne ces $97,000 | $1,625,000 
B. Activity 4, retirement DT hatbaitemnitads agegndilave¢ucepultnonanscaehcoentenne 30, 000 
DE ORI a clic waomennce> I are ctw gal ecaactiaed eaten il wie we Sania a 28, 000 
D. Relocation of second 
regional office and 
establishment of a 
Federal recruiting 
EE > Adie Mink agidn Sudeuedieecthnsmeonnocuc $12, 000 5,000 | $100,000 |-...-.---- 117,000 
a teriientirneme 1, 551, 500 28, 000 12, 000 11,500 | 100,000 97, 000 1, 800, 000 





A. ADDITIONAL FUND REQUIREMENTS FOR INCREASED PAY COSTS (PUBLIC LAW 85-462) 


The additional requirements as a result of increased pay costs are as follows: 


I I a eS ea aew een $1, 521, 500 
a id nebnenasneenenesasen 6, 500 
11 Grants, subsidies, and contributions..............----------- 97, 000 

a i oe ee dB Adc tbl ceed 1, 625, 000 


The increased cost of personal services resulting from Public Law 85-462, Federal 
Employees Salary Increase Act of 1958, is based on the actual cost of increases in 
salaries for the 1959 authorized strength of Commission employees paid from the 
salaries and expenses appropriation. The total cost of salary increases amounted 
to $1,521,500. Related costs consist of increased contributions to the civil service 
retirement and disability fund, $97,000, and to the Federal emplovees group life 
insurance fund, $6,500, resulting from the increased salary payments. 

In view of additional requirements for funds in this fiscal vear resulting from 
legislation enacted subsequent to congressional action on the Commission’s 1959 
budget, as discussed on page 1, it is not feasible to absorb any part of the pay 
increase costs, 


B. ADDITIONAL FUND REQUIREMENTS FOR “‘ACTIVITY 4. ADMINISTRATION OF THB 
RETIREMENT SYSTEMS” 


The need for supplemental funds is due to increased workloads resulting from 
the passage of Public Law 85-465, effective August 1, 1958, and not provided for 
in the fiscal year 1959 budget. Requirements under this head are for ‘01 Per- 
sonal services”? which will be used for overtime work. 

Public Law 85-465 provides for a 10-percent increase in certain annuities pay- 
able from the civil service retirement and disability fund, effective August 1, 
1958. The estimated additional cost to the Commission for the work of recom- 
puting all annuities coming under this legislation amounted to $18,400. This 
amount has been absorbed within available appropriations for fiscal year 1959. 

This law also provides for annuities to certain widows and widowers whose 
spouses had died, either in service or after retirement, prior to February 29, 1948. 
The estimated increased workloads and costs resulting from this legislation are 
shown in the following table: 




















Function Number to Unit cost Total cost 
be processed 
Death claims under Public Law 85-465 25, 000 $2. 75 $68, 700 
NEN newawnd 4 26, 000 . 96 25, 000 
Monthly benefit payment roll. .............---- 21, 300 32 6, 800 
oc oncagnlivaaensrasewanl penaaepsinatene 9, 500 
I 98 tS dd cud aebddbadoblanesangmatunes 110, 000 
To be absorbed within current appropriation... -..............|...-...-------|------------- 80, 000 
I 1 cuentinicalinas hokauenassabenasennacaciins 30, 000 
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Approximately 19,650 of these death claims have been received through Jan- 
uary 31, 1959. Since the law authorizing these new claims was passed after the 
Commission’s appropriation for fiscal year 1959 had been acted upon, funds were 
not requested or appropriated for the increased workloads resulting from the 
new legislation. 

The Commission has no control over the volume of work in its retirement 
activity because it results from the exercise of legal rights by annuitants, retirees 
or other beneficiaries under the Retirement Act. Every effort is made to keep 
abreast of these workloads, but because of the size of this new workload, without 
additional resources, backlogs are inevitable. As indicated in the foregoing 
table, these backlogs would have amounted to approximately $110,000. 

The Commission believes it will be possible to absorb $80,000 of the above needs 
through forced savings in other activities and thereby reduce the supplemental 
request for this purpose to $30,000. Since it would not be feasible to hire and 
train new employees in the short time available, the additional workloads will be 
processed by present personnel working overtime. 

The Commission believes it necessary to take all possible steps to avoid undue 
backlogs. Not only do these payments of claims, in most instances, constitute 
the annuitant’s sole means of support, but to delay their processing would result 
in public criticism of the Commission. The longer it takes to adjudicate a claim, 
the more costly it becomes to answer inquiries. 


C. ADDITIONAL REQUIREMENTS FOR TRAVEL FUNDS 


Requirements for 1959 travel are summarized as follows: 


hihi a cased ies Siac aladdin hii BURG ma Seka mameunsim ein $560, 000 
Se idl NER ade cde deed aN bob Adm hin dad 472, 000 
Pcmiomelmmede. jo6 Solel bce Boeaetiedi suid luda dows 88, 000 


nnn POMMCGB isos ssa sb clee edie. dees sides 28, 000 


Over the last several fiscal years, funds for travel have been allocated at a 
level somewhat lower than that which would provide an adequate and balanced 
program. While this reduced level of travel funds has been administratively 
self-imposed in order to achieve maximum utilization of the overall appropriation 
available, it nevertheless has resulted in some deficiencies in carrying out operating 

rograms. It has meant, for example, that agency inspections and audits of 
ards of examiners be overly concentrated in areas near regional office head- 
uarters cities. The effectiveness of recruiting representatives has been lessened 
ue to our inability to permit them to travel as extensively as desirable. Regional 
directors of necessity have curtailed their travel to only the most essential items 
which means that their peinoney role of providing leadership in the field of personnel 
administration cannot be properly discharged. 

During this same period of time, the problem of providing an adequate amount 
of travel funds for effective operations has been aggravated by the requirement 
of meeting the increased cost of travel. For example, during fiscal year 1958 it. 
became necessary to increase per diem rates throughout the regions from $10 to 
$12 per day in order to fairly reimburse employees for expenses incurred while in 
atravel status. Similarly, effective July 1, 1958, it was determined that mileage 
rates had to be increased from 8 cents to 10 cents per mile to cover the increased 
operating expenses for those employees authorized to use their automobiles for 
official business. Funds to pay these increased costs had to be provided from 
the limited resources allocated for travel which in effect has brought about a 
further dilution of program coverage for inspections and board audits, and has 
further restricted travel by regional directors and other key officials. 

The limitation on travel expenses in the Commission’s annual appropriation 
act for fiscal year 1959 is $472,000 as compared to $508,000 for fiscal years 1957 
and 1958. It is estimated that approximately $560,000—an increase of $88,000 
would have been required for fiscal year 1959 to carry out the travel requirements 
of operating programs in a reasonable and effective manner and with a properly 
balanced geographical coverage. The existing shortage of travel funds is not 
really being met by absorption but rather by (a) concentrating agency coverage 
in areas requiring little or no travel, (b) reducing the amount of coverage on board 
visits and comprehensive inspections of agency personnel operations, and (c) 
canceling whatever number of trips may be necessary to stay within available 
travel resources even though this would mean a less effective program and utiliza- 
tion of manpower. 
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Notwithstanding the supplemental travel needs of $88,000 for fiscal year 1959 
it was reasonable to assume that additional funds could not be made available 
until the third quarter of the fiscal year. Our estimates were accordingly adjusted 
on that basis to a requested increase of $28,000 in travel funds and limitation for 
fiscal year 1959 to be utilized in correcting some of the deficiencies outlined above, 
This amount represents the additional resources whichcould be effectively utilized 
during the last quarter of the fiscal year. 


D. ADDITIONAL FUND REQUIREMENTS FOR RELOCATING THE SECOND REGIONAL 
OFFICE IN NEW YORK CITY, AND THE RECRUITING AND INFORMATION FACILITIES 
IN WASHINGTON, D.C, 


The following table shows the additional funds required in fiscal year 1959 
for relocating the Commission’s second region headquarters in New York City 
and for establishing a Federal recruiting and information center in Washington, 


D.C. 





1959 avail- | 1959 required] 1959 addi- 





able tional needs 
ay ae EN NG no emma conn $79, 000 $91. 000 $12, 
ee eee 317, 000 322, 000 5, 
PD Fn ir nb kk Sided Se dhk bocce mckdcdscedlod 88, 000 188, 000 100, 0u0 
ah electric Ri a I ‘ aie c "117, 000 





Present office quarters in two vital areas are unsuitable for carrying out the 
Commission’s responsibilities; namely, the office quarters of the second regional 
office in New York City and the recruiting and information facilities in Washing- 
ton, D.C. The need for more desirable office quarters has been apparent for 
several years; however, the move has been carefully planned and the many 
problems of relocating the offices have been worked out with the General Services 
Administration. Conditions now exist that make it advisable for the Commission 
to seek the additional funds during fiscal year 1959 in order to relocate these offices, 

The office quarters for the Commission’s second region headquarters office 
in New York City are inadequate as to location of the office, the quality of the 
space, and the condition of the furniture and equipment. 

This office is presently housed in a large converted warehouse formerly known 
as the appraiser’s stores building and constructed some 70 years ago. The area 
is primarily one of industry, shipping and warehousing with little pedestrian 
traffic but much heavy trucking in the streets. Public transportation serving the 
immediate area is inadequate, and reaching the building is generally difficult as 
well as expensive. 

The structure itself is not at all suitable for office occupancy. Although an 
effort has been made to adapt the building, designed for warehousing operations, 
to ce use, it has not. heen successful. The general appearance. ofthe. office is 
such that it contributes nothing to the prestige of the U.S. Government. Asa 
result persons in the New York area who inquire as to job opportunities carry 
away poor impressions upon this initial contact with the Government as an 
employer. Likewise the morale of the Commission’s own employees is adversely 
affected by their surroundings which are inferior to those of most private concerns. 
If the New York office is to successfully perform its function of attracting the 
best qualified personnel to careers in the Federal civil service, a location suitable 
to the dignity of the Federal Government and easily accessible to the public is 
necessary. 

The furniture and equipment now in use has been acquired over a long period 
of time with considerable variation in color and design, and much of it is in poor 
condition, Most of the furniture is badly worn, generally disreputable in appear- 
ance, and entirely unsuitable for use. 

For some time General Services Administration has been working with the 
Commission to obtain a suitable location in a federally owned building but have 
been unable to make satisfactory arrangements. Recently, efforts have been 
turned toward acquiring commercial space instead, since General Services Admin- 
istration has been able to earmark sufficient funds under rentals for this purpose. 

In connection with this effort, the firm of J. Gordon Carr & Associates, archi- 
tects, was engaged by GSA to make a study of the requirements for new office 
space for the Commission’s second regional office. This firm has completed its 


sti 
tel 
su 
un 


ha 


th: 
th 


tel 
re] 

i 
an 
sec 
pr 
cie 
pre 
an 


pr 
Ge 


per 


inf 
inf 


des 
put 
em) 
see] 
ing 
to ¢ 
mo 
ent 
a fe 
ing: 
eny 


con 
An 

this 
mis 
mal 
buil 


ee 


wa‘\6hU 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1053 


study and a draft of the report includes recommendations that uphold the con- 
tentions made above that (1) the location is unsuitable, (2) the building is not 
sufficiently adaptable for office operations, and (3) the furniture now in use is 
unsatisfactory and should be replaced. 

The General Services Administration has advised the Commission that they 
have requested bids for rental space for our New York office. They are of the 
opinion that suitable commercial space is on the market and it is very probable 
that a new location will be obtained and readied for occupancy before the close of 
the current fiscal year. 

This move has been long delayed and it is now a source of deep satisfaction to 
know that it will soon be possible to move the New Yo_k office into suitable quar- 
ters. However, it is also a source of much concern as there are no funds to 
replace the old dilapidated furniture or to cover the costs of moving expenses. 
GSA has informed the Commission that it has no funds for these purposes either. 

It is estimated that approximately $58,000 will be required under the salaries 
and expenses appropriation to adequately furnish the office space which will be 
secured. These furniture requirements contemplate only the replacement of 
present furniture. The acquisition of such furniture will provide for more effi- 
cient operations, promote better morale among employees, and increase the 
prestige of the Government as an employer by contributing to the overall appear- 
ance of a modern, well-run organization compatible in appearance with other 
progressive business establishments. The furnishings contemplated are on the 
General Services Administration schedule and are of gray steel constructions. 
Moving costs chargeable to the salaries and expenses appropriation will amount 
to approximately $12,000. 

Another area of much concern to the Commission has been the growing need 
for a centralized, attractive focal point for the recruitment of capable individuals 
to fill the ever-recurring vacancies in our modern-day Government. With the 
recent emphasis on research and scientific progress, the Government has expanded 
its operations considerably. At present there is a need not only for replacements 
for existing positions as employees become separated, but also an immediate need 
for outstanding people to fill a variety of new technical and semi-technical positions 
which are essential to the conduct of a successful research program. 

More than 230,000 Federal civilian employees are located in the metropolitan 
area of Washington, D.C., and almost all departments and agencies maintain their 
headquarters offices here. Because of the size and complexity of the Govern- 
ment’s operations, people possessing a great variety of skills are needed in literally 
hundreds of different occupations. To recruit and maintain an effective and 
efficient work force to accomplish the objectives of this giant organization is a 
major responsibility of the Civil Service Commission. 

The Commission currently conducts a recruiting and examiring program de- 
signed to attract high-quality applicants for professional, scientific and technical 
jobs as well as for clerks, stenographers, typists, and other positions. This pro- 
gram is now being carried out by the Commission’s Examining Division located 
in the Pension Building at Fifth and G Streets NW. Approximately 300,000 
persons inquire about job opportunities, participate in examinations, or are inter- 
viewed annually at this location. In addition, thousands of visitors desiring 
information concerning retirement, investigations, or appeals also seek such 
information in this building. 

The Pension Building is one of the oldest buildings in Washington and is not 
designed for carrying on regular operating activities while dealing with the general 
public. With its oren-center type of construction the building does not permit 
emrloyees to carry-out their regular duties without being disrupted by persons 
seeking information, participating in examinations, and the like. Also, the build- 
ing has very high ceilings which are not conducive to the good acoustics necessary 
to adequately instruct persons participating in examinations. During the summer 
months, another occurrence, extreme temperature and humidity conditions pres- 
ent in examination rooms, becomes a cause for concern. Applicants do not have 
a fair opportunity to compete under such conditions and appeals of ineligible rat- 
ings and requests for reexamination on the basis of an unfavorable examining 
environment are frequently received. This condition results in additional costs. 

A modern, well-equipped ‘‘Federal Service Recruiting and Information Center’ 
conveniently located in the downtown area is needed to service the general public. 
An air-conditioned building located at 800 E Street NW. has been secured for 
this purpose by the General Services Administration at the request of the Com- 
mission. This building appears adequate in size and the owner has agreed to 
make necessary alterations to ready the structure for occupancy. Before the 
building can be utilized, however, certain furnishings must be procured. 
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It is anticipated that all of the public information, interviewing and testing 
facilities of the Commission’s Examining Division will move into this building, 
An information counter with an attractive lobby and reception area is planned 
for the first floor. The second floor and part of the third floor will be used for 
holding examinations. The remainder of the third floor will be used for inter- 
viewing, while the basement level will be utilized for conducting the separated 
career employee program and the career placement program, and to house the 
scientist and engineer rosters. 

The move would provide for the first time an adequate, attractive focal point 
for applicants to secure information, to be tested and to be interviewed. Also, 
many objections relating to the present facilities such as outside noise, poor 
ventilation, etc., will be overcome. It is expected that this will be an important 
step in raising the prestige of the Federal Government as an employer. 

In order to achieve the full objective of such a move, it will be necessary to 
provide furnishings in keeping with the surroundings and which would not serve 
to deter applicants because of poor impressions at the initial point of contact with 
the Government as an employer. Present furnishings in use in the Pension 
building are outdated, unattractive and less functional than equipment now on 
the market. It is proposed that adequate furnishings be purchased to outfit this 
‘Federal Service Recruiting and Examining Center” in a manner which would be 
adequate but not elaborate. Approximately $42,000 is required to purchase 
desks, chairs, rugs and other furnishings; approximately $5,000 is required for the 
construction of an information counter and display panel to be used in the 
reception area. 


INVESTIGATIONS OF U.S. CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


Comparative summary statement 





























| 
1959 supple- 
Functions 1959 program ' 1959 required | mental 
| request 
ee Tyree or 
Federal Bureau of Investigation: 
Name checks. - --- eikttini alld niinihhstbecaabidipnianagyekiitennctdy $2, 000 | $2, 740 $740 
Full field loyalty investigations. -............-.-......---.. | 51, 000 69, 250 18, 250 
Subtotal—F BI_...-.__...-....--.-- a dlssisies kno 53, 000 | 71,990 | 18, 990 
Civil Service Commission: apace os Tr oe 
Donennes emer Geers... teil 7, 200 | 11, 510 | 4, 310 
Background investigations... ..............----------..-.. 229, 100 335, 000 105, 900 
Processing reports on internationally recruited personnel. 1, 600 | 1, 800 | 200 
os cn wininaniin tmbibeneien enna pe 46, 500 52, 300 | 5, 800 
Seen WU ONS. oo ot ese cece ah 17, 600 | 20, 400 | 2, 800 
Supplemental required for pay increases. --._-.......-.-.--| ely ODD) fo 4555-42-dsue-| +5, 000 
Ne nnn eee ee 297, 000 | 421, 010 | 124, 010 
Total cost of program..__.........-.--.-----..---------- | 350,000} 493, 000 | 443,000 
Workload table 
1959 program | 1959 required | 1959 supplemental 
| request 


Workload items 





| | 
| Number | Cost per | Number | Cost per | Number | Cost per 











of cases unit | ofcases | unit | of cases unit 

Federal Bureau of Investigation: 

Name checks..............-.--------- 1,379| $1.45| 1,800] $1.45 | 511 | $1.45 

Full field loyalty investigations__-___. 70 730. 00 95 730. 00 | 25 | 730. 00 
Civil Service Commission: 

National agency checks Lied BUTS 724 | 9. 95 1, 160 | 9.95 | 436 9. 95 

Background investigations __..--__- 684 | 335.00} 1,000} 335.00 | 316 | 385.00 

Loyalty advisory opinions__....._.--- 152 307. 00 170 | 307.00 18 | 307. 00 

Analysis of other cases_.._.....--.---- 880 | 20.00 | 1,020 | 20.00 | 140 | 20. 00 


} | 
| ' | 
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GENERAL STATEMENT 


Under Executive Order 10422 as amended, the Civil Service Commission and 
the Federal Bureau of Investigation conduct investigations of United States 
citizens employed or being considered for employment in international organi- 
zations of which the U.S. Government isa member. The reports of these investi- 
ations are forwarded to the International Organizations Employees Loyalty 
Board of the Civil Service Commission which makes advisory determinations 
under the loyalty standard specified in the order. The standard is ‘‘* * * 
whether or not on all the evidence there is a reasonable doubt as to the loyalty 
of the person involved to the Government of the United States.” 

The Board transmits its determinations, as advisory opinions, to the Secretary 
of State for transmission to the executive heads of the international organizations 
concerned. 

It is not the function of the Civil Service Commission or the Federal Bureau of 
Investigation to make decisions as to whether the individual investigated shall be 
retained or given further consideration for employment. This is a matter for 
decision by the Secretarv General of the United Nations or the executive heads 
of the other international organizations. 

Funds available for this program in fiseal year 1959 will not be sufficient to 
process the workload expected to be received. Therefore, a supplemental 
epepestion of $143,000 is being requested. The reasons are as follows: 

1. An unexpected increase in workload receipts from the United Nations 
as a result of the Middle East situation, as well as increased emplovment of 
U.S. citizens by international organizations, particularly the Pan American 
Sanitary Bureau. For example, total workload of applicant investigations 
through January of fiscal year 1958 amounted to 488 cases, whereas during the 
same months of the current fiscal year receipts have amounted to 589 cases— 
a 2l-percent increase. It now appears that receipts will amount to 1,000 cases. 
In addition, the workload of full field loyalty investigations is expected to amount 
to 95 cases rather than the 88 estimated in the 1959 budget. Funds available 
in fiscal year 1959 will permit the processing of only 70 cases. 

2. The costs for cases investigated and charged to this appropriation have 
increased over the rates estimated in the 1959 budget, because of Public Law 
85-462 which increased pay rates, and also as a result of higher operating costs 
in both the Civil Service Commission and the Federal Bureau of Investigation. 





Billing rate | Revised bill- 





Type of case | estimated in | ing rate for 
1959 budget fiscal year 
| 1959 
| 
NT Cte Ts LI SS mn i eat Pt $260. 00 $535 
Dae loyalty tivestigations (PBI)...... .........65....6656.66556-5405- 632. 22 730 


3. Pay increase for members and staff of the International Organizations 
Employees Loyaity Board resulting from Publie Law 85-462. 

4. The amount appropriated for fiscal year 1959 was $33,000 less than requested. 

The need for funds to maintain the prompt and continuous processing of these 
cases is consistent with the interests of the U.S. Government in securing a reason- 
able proportion of U.S. citizens employed in the international organizations of 
which this Government is a member. The Department of State has fostered 
employment of an increasing number of U.S. citizens through negotiations with 
the international organizations. Any delay or suspension in the processing of 
cases would not be in the best interests of the U.S. Government because (1) ap- 
pointments cannot be made until the results of investigations have been evaluated, 
notwithstanding the desire of the applicant to accept appointment or the willing- 
ness of the international organization to hire him; (2) even under normal time 
schedules of processing investigation cases, several weeks or more elapse from the 
start of the investigation until a report reaches the head of the international 
organization where the vacancy exists. As a result, applicants become dis- 
couraged, the agency hires someone else other than a U.S. citizen, and/or the 
international organization resists considering U.S. citizens as other vacancies 
develop. 


88932—59 67 
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A letter from the State Department dated December 19, 1958, advises the 
Commission that employment of U.S. citizens by international organizations is 
expected to increase in the period January to June 1959. 

With the funds currently available, the outlook is for a shortage of funds to 
develop successively in the third and fourth quarters. This would eventuate in 
a growing backlog of work that would carry over into fiscal year 1960. Since the 
funds for this work are contained in a separate appropriation, there are no means 
by which the Commission could utilize other funds for this purpose, even if 
available. 

The obligations under this appropriation are distributed as follows: 





; 1959 supple- 
Organization 1959 program | 1959 required rental 
re juest 








Inte-national Organizations Employees Loyalty Board: 











ni ind incerenn isan acensqknceneenes $54, 000 $62, 600 $8, 600 
EN eis CUnencddnwkeie cieaecueestuwecsenshnanse 10, 100 a0: 000} .....- 2 RS 
i aden bibs tnnbamennnrneentatennbswit 64, 100 72,7 8, 600 

07 Investigations conducted by: Poe ae ee ote a 
Ciel Eervies Comunietion. :..........<sicnsc00-55% 237, 900 348, 310 110, 410 
Federal Bureau of Investigation __.............--- 53, 000 | 71, 990 18, 990 
WR tba tckeh cde saaconcesscbedssecse JAE 355, 000 493, 000 138, 000 
Supplemental required for pay increase__...-....-..-.-.--.-.-- hee i-3it. ocak +5, 000 
Adjusted total, cost of program. -.-...........-...-....--- 350, 000 493, 000 143, 0 000 








ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE 
Service Wipows, Civi, SERVICE CoMmIssIOoN, 1959 


Annuities are paid to persons who were employed on the construction of the 
Panama Canal, or to their widows; and benefits are paid to widows of former 
employees of the Lighthouse Service. 

he following table indicates the total amount required as compared to funds 
appropriated: 











Appropri- Required, Supple- 
ated, fiscal fiscal year mental 
year 1959 1959 request, fis- 
cal year 1959 
Panama Canal construction employees__............--.------- $2, 050, 000 $2, 175, 000 $125, 000 
I I iss as eet a tibamatanm aman 250, 000 395, 000 145, 000 
Neen ee es Se uensaenrenaane 2, 300, 000 2, 570, 000 270, 000 


The need for funds in fiscal year 1959 has increased because of (1) recent legisla- 
tion (Public Law 85-351) providing for a monthly payment increase from $50 
to $75, (2) the revised trend in the number on the annuity roll of both the Panama 
Canal construction employees and Lighthouse Service widows (due to the higher- 
than-estimated additions and fewer drops), and (3) the increased number of 
retroactive claims filed. 

_Although the Panama Canai Construction Act was originally enacted in 1944, 
new claims continue to be received each year. In the light of current experience, 
it is expected that more claims requiring retroactive payments will be received 
than was estimated at the time of preparing the 1959 budget. 

Public Law 85-351, approved March 28, 1958, provides for an additional $25 a 
month to be paid to widows of certain former employees of the Lighthouse Service, 
increasing the annual rate of payment from $600 to $900. In addition, deaths of 
Lighthouse Service retirees in fiscal year 1958 have increased approximately 50 
percent over the previous year and consequently, claims from widows of former 
employees of the Lighthouse Service are increasing. 
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The following are detailed statements indicating the basis of the estimated 
supplemental requirements: 


Statement of supplemental funds requtred to finance payments to Panama Canal 
construction anwiiitants for fiscal year 1959 














| 
Number j| Annualrate | Amount 
nnuity roll at July 1, 1958. .__- 2, 275 | $900 | $2, 047, 
Anticipated additions fiscal year 1959 retroactive to M; ay 29, 
1944 (15 additions X $900 annual rate X 15.08 years) ! Fae 15 | 204, 000 
Res aise Pl 2 rh ts Ee 2,290 |__. 251, 500 
Less estimated drops fiscal year 1959 for des he ot 170 | 450 | 76, 500 
Revised estimate for fiscal year 1959 requirements_ 2, 120 | | 2, 175, 000 
penne Gio Feet TOO... 5.555 con | 2, 050, 000 
Additional funds required for fiscal year 1959 for Panama 
en nee (UN id oct endaccctietusucneanuaasaclsnbosed 125, 000 








1 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benefits are computed. The third figure in the formula refers to the number of years’ 
retroactive benefits to which new additions to the roll are entitled. 


At the time the 1959 budget was submitted, the Panama Canal construction 
annuity roll at July 1, 1958, was estimated to be 2,251 while actually it was 2,275, 
or an increase of 24. Also, there were 10 adds and 185 drops estimated at that 
time. Recent experience indicates that there will be 5 more adds and 15 less 
drops than prev iously estimated, resulting in a higher annuity roll than that 
estimated originally for fiscal year 1959. Payment to the estimated 2,120 bene- 
ficiaries on this roll will cost $2,175,000, or $125,000 more than the amount 
available. 


Statement of supplemental funds required to finance payments to widows of-former 
employees 6f the Lighthouse Service for fiscal year 1959 





Number | Annual | Amount 








rate 
CO Se ee eee ee ae < 408 $900 | $367,200 
Actval additions to the roll in July aS ee ee eee i122 13, 500 
Anticipated additions fiscal year 1959 retroactive to Sept. 1, 1950! (2 
additions times $600 annval rate times 7.583 years plus 2 additions $900 
es Car Sy POOe. Se kscss ti 2cctcecmscs : Gece necst 11, 600 
Other additions for fiscal year 1969 (those not entitled to retroactive bene- 
tinct de thas bb naendgcan eta ont ccadthtaendessdhaeaeasaccs asses 21 450 9, 450 
RR ak eee ROO Re. sah beeen cn tance Leper ses hwescaweacacs ete 30k 401, 750 
Less.estimated drops fiscal year 1959 for death..___...--....__..._-_____- 15 450 6, 750 
Revised estimate for fiscal year 1959 mea . = 431 22 395, 000 
NOE OEE NOD nn on ec beeoedéskas acces cacsseese pecan este 250, 000 
Additional funds required for fiscal year 1959 for widows of former em- 
Sees Gare Laencroute Serviod. <2. saccccccecceccl lle gkevess 145, 000 
t 








1 The retroactive date refers to the effective date of the act providing such annuities and is the date from 
which retroactive benefits are computed. 


2 The annual rate of $600 was applied for the period Sept. 1, 1950, to Mar. 31, 1958, and thé annual rate of 
* $900, for ma pee commencing Apr. 1, 1958 in accordance with Public Law 85-351, approved Mar. 28 


1958. The 3d figure in the formula refers to the number of years’ retroactive benefits ‘to which new addi- 
tions to the roll are entitled. 


At the time the 1959 budget request was submitted, the annuity roll at July 1, 
1958, had been estimated at 400 while actually it was 408. Additions to the roll 
in July 1958, amounted to 15 and it is estimated that 23 more additions will be 
made in fiscal year 1959. Two of these additions will require retroactive pay- 
ments totaling $11,600. These 38 adds, less 15 estimated drops, result in an 
annuity roll of 431 costing $395,000, or $145 »,000 more than the amount available. 

For the fiscal year 1959, the Commission’s appropriation request to finance 
payments to beneficiaries ‘covered by these acts was reduced $28,000. This 
reduction, in addition to such factors as (1) the higher number of be neficiaries 
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than was anticipated in the 1959 budget, (2) the additional numbers of claims to 
be paid, and (3) increased annuity payments under the new law, create the need 
for a supplemental appropriation in the amount of $270,000 for 1959. 

The payment of the additional moneys in accordance with the requirements 
enumerated in the previous paragraph will deplete available funds to the extent 
that annuity benefit payments cannot be made for the months of May and June 
1959, unless additional funds are appropriated. 
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Program and financing 


2 EE ——— 






































1959 1959 1959 increase 
presently revised (+-) or de- 
available estimates crease (—) 

Program by activities: 
Limeeeeuiting end examining........................-.....- $6, 631, 198 $6, 726, 198 +$95, 000 
2. Investigation of character and fitness for employment-.- 3, 934, 000 3, 956, 000 +22, 000 
3. Inspections and classification audits._.....-......-.-..- 2, 395, 000 2, 419, 000 +24, 000 
4. Administration of the retirement systems---._....___-- 2, 218, 000 2, 248, 000 +30, 000 
5. Developing programs and standards_____.-_.___---_---- 1, 786, 000 1, 786, 000 a Ee 
a aia widen er nesemunirosininawien 835, 000 839, 000 +4, 000 
7. Executive and administrative services. _...---------- 2, 022, 000 9608, 000 fo05...2.58 05 
TRO ROI COT aioe iss cnc birlweek dats inti sae 19, 821, 198 19, 996, 198 +175, 000 
8. Relation of costs to obligations: 
Costs financed from obligations of other years (un- : 
paid undelivered orders), net_.........-..--------- —114, 504 —114, 504 }|.---. 2... s5... 
Supplemental required for pay increase. -..............---- OD GRE EE. 20k icc dcens +1, 625, 000 
ee an aumenawaemens 18, 081, 694 19, 881, 694 +1, 800, 000 
Financing: 1959 appropriation available in 1958___-._-_-_-___- +118, 306 +118, 306 |..._._.._... 
New obligational authority. .............-..--.--..-...- 18, 200, 000 20, 000, 000 +1, 800, 000 
Object classification 

1959 1959 1959 increase 
presently revised (+) or 
available estimate decrease (—) 

Total number of permanent positions___......._....-..-----.- 2, 800 0:006 |. oo ee 
Full-time equivalent of all positions__............-...-.-.._.-- 9 oT. ee 
Average number of all employees. -.........--.....----.------ 2, 750 9 90s cane 
Number of employees at end of year_-_......------------------- 2, 760 2 700 |22451ske-bedte 
01 Personal services: 
Permanent aici inninlbinmnnagicenaiin $16, 381, 786 | $16, 381,786 |.......-..... 
Positions other than permanent...................--.. 46, 832 yO 9 Ret en 
Da cnanpiekulcmanndnemeknie 81, 382 111, 382 +$30, 000 
Ie rc 16, 510, 000 16, 540, 000 +30, 000 
el cenchenpunpnnstaenenane avant 472, 000 500, 000 +28, 000 
fe OES NS” = eee 79, 000 91, 000 +12, 000 
ene ee 523, 000 GFR, GND 1 ....catmnjpeosne 
OB, -EaOES GG UEICY SOT VIOUS. ...6 2 000 c ce ence eno eeces- 92, 000 G3, O00. |... 4. eidetins 
ee I nc nntimmanbeasanconkonn 428, 000 Dh ciccccmecasteeee 
ST Cee re Or Ie... aia caesnd- Joes eabsiw ccna 162, 600 167, 600 +5, 000 
Services performed by other agencies__...........-.--- 154, 400 | 154,400 "|... ca<eceus 
sn ao cnwnnembewnckbnnceswncaina 240, 000 | oe OD eae 
6) Sieueent———----.....-—...----<---<2-------2---------- 88, 000 | 188, 000 +100, 000 
1lL Grants, subsidies, and contributions.._...............-..- 1, 066, 000 1,006,000 |. .cncsesands ‘ 
13 Refunds, awards, and indemnities_-_........-.........--- 8, 000 BOSD. 1. sccondausained 
15 Taxes and assessments..__...........-.------------------- 2, 000 2,000 4. 0.5 sueandet 
1959 program obligated in 1958. .-....-..--...--.-...--.-4--.--- —118, 306 7 A18,206 }.... ..2+suaesiie 
Supplemental required for pay increase. --......-..-...-.-.---- —1, 625, 000 |. es uk 45s oceu +1, 625, 000 
SS io netted SE ag ta iy ee 18, 081, 694 | 19, 881, 694 | +1, 800, 000 
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REDUCTION IN SALARIES AND EXPENSES 


Mr. Macnuson. Proceed with your statement. 

Let me ask you first: There was no question about the $270,000 for 
annuities, was there? 

Mr. Jonzgs. No, sir. 

Mr. Maenuson. That is all taken care of? 

Mr. Jones. Yes, sir; and there is no appeal from us for further 
consideration by the Senate of the amount requested for investiga- 
tions of U.S. citizens for employment by international organizations. 
The workload has fallen off and we can get along very well with the 
House amount. 

Mr. Magnuson. All you are here for is to discuss the item of the 
$308,500 reduction including the moving cost? 

Mr. Jones. $308,500 reduction in salaries and expenses, which in- 
cludes the moving expense item as one item. 

Mr. Maenuson. All right, go ahead. 

Mr. Jones. This reduction is broken down into four main heads: 

First, to meet increased pay costs $162,500; 

Second, to process increased workloads in the retirement division 
$15,000; 

Third, to meet increased travel costs $14,000; and 

Fourth, the item to which the chairman just referred, to furnish 
equipment for new office space in the New York regional office and 
for the recruiting and information center in Washington, $117,000. 

With respect to the first item, the House reduced the increased pay 
cost item by 10 percent or $162,500. The estimates as they came 
forward to the Congress were very tight, and we find that this further 
reduction is going to cause us rather secious problems. 

In this connection I think it is significant that the funds appro- 
priated for the fiscal year 1959 are already $100,000 less than the 
amount available last year, and that within this reduced amount the 
Commission had to provide for new work items and increased costs 
of approximately $150,000. Thus we have already absorbed a 
reduction of about a quarter of a million dollars, which could other- 
wise have been used to offset part of the increased pay cost. 


INCREASED PAY COSTS 


Mr. Maanuson. Now, are those increased pay costs, so the record 
is clear, for the employees within the Commission itself? 

Mr. Jongs. Entirely. 

Mr. Maanuson. And were the costs required by law? 

Mr. Jonrs. They are costs required by the Federal pay increases 
enacted by Congress. 

Mr. Maanuson. Which applies to the administration of civil 
service just as well as to other Government employees? 

Mr. Jonzxs. That is correct, Senator. 
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To absorb this additional reduction of $162,500 in the remaining 
weeks of the year would require the usual types of actions that you 
have to do. It would be a robbing of Peter to pay Paul operation, 
We would have to push over into the fiscal year 1960 a good many 
things that should be done this year, which means that bac ‘klogs will 
increase. Furthermore, we have had to take certain measures already 
like the freezing of vacancies and hope that we will be able to operate 
without having to order any kind of furlough. We may have to have 
some furloughs. 

We have already had to take money from some other objects of 
expense which again is a robbing Peter to pay Paul operation. 

Mr. Macnuson. The House suggested you take this out of your 
administrative expense? 

Mr. Jones. They did, sir. 

While we cannot deny that it can be done, it will be done at the 
expense of next year’s workload situation in large part. 

‘The second item, which has to do with retirement. The passage of 
Public Law 85-465 has added new workloads—— 

Mr. Maevuson. In your letter, the second item is on the moving 
cost. You have waived that? 

Mr. Jones. No; we have not. 


You mean the moving cost and purchase of furniture in Washington 
and New York? 


PURCHASE OF FURNITURE AND MOVING COSTS 


Mr. Macnuson. I have in your letter to me here the second cost, 
Mr. Jones, the House denied entirely, your request for $117,000 for 
purchase of furniture and moving cost? 

Mr, Jonss. Yes. 

Mr. Macnuson. Well, direct your comments to that. 

Mr. Jones. For several years the Commission has been concerned 
about the quarters occupied by its second regional office in New York 
City, and the recruiting and information facility here in Washington. 

We have worked out with General Services Administration a new 
arrangement under which we can relocate these offices into more suit- 
able space. 

This $117,000 is to provide for the moving expense and for the 
furniture of the new locations. The request includes $70,000 for New 
York and $47,000 for Washington. The House denied the funds for 
that purpose. 

We: believe that the two moves will contribute greatly to the 
effectiveness of our operation. It is a matter of considerable concern 
that now when GSA is in a position to provide better space for our 
offices that we are unable, for lack of funds, to take advantage of the 
opportunity that they are making available to us. 

Senator Magnuson. Where are you going to establish a new re- 
cruiting information center here? 

Mr. Jones. That will be established in a vacant store building at 
the corner of Eighth and E Streets NW. Our needs for furniture for 
this location is $47,000. 
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Senator Maanuson. Has Mr. Floete got a good lease for you? 

Mr. Jones. He has a very good lease. 

Senator Maanuson. What about New York? 

Mr. Jonges. With regard to New York, I will have to refer that to 
Mr. Williams, because I have not had a chance yet to take a look at 
that. 


NEW YORK OFFICE 


Mr. Wiuuiams. GSA is now negotiating a lease for us at 22Q East 
46th Street. It is a buildimg owned and partially occupied by a New 
York newspaper, the Daily News. 

At the present time we are in the old Appraisers Store Buildmg on 
Christopher Street, a building which is about 75 years old. The 
appraiser got out of it some 35 vears ago because it was too old. It 
is i a pretty poor part of the city. 

Part of our business, of course, is to attract the public to us for the 
purpose of inquiring about civil service examinations. The neighbor- 
hood of our present quarters is simply not suitable for this purpose. 
This is one of the reasons why we have requested this $70,000—to 
get into a better neighborhood, better suited for our purposes. 

Senator Maanuson. The lease has not been signed yet? 

Mr. WiuuiaMs. The lease has not been signed yet, sir. 

Senator Magnuson. When will it be signed? 

Mr. WiuuiAMs. It is presently in negotiation. 

Senator MaGnusony) Why do you not wait until the lease is signed? 

Mr. Wixuiams. We will still need funds at the time the lease is 
signed in order to defray the cost of moving and for the purpose of 
purchasing furniture to move in to the new space. 

Senator MaGnuson. This is the middle of April. We have only 
2% months until your regular appropriation comes along. Could you 
not ask for it then? 

Mr. Wiuuiams. Of course, our regular appropriation is under 
consideration now. We have had our hearings on the House side. 

Senator Macnuson. But not over here? 

Mr. WituiaMs. Not over here; no, sir. 

Senator MaGnuson. Why don’t you come in with this item when 
the lease is signed? 

Mr. Wiuuiams. We could do that, sir. 

Senator MaGnuson. We will be here. I think you ought to cut 
that one out. You have heard all of this talk about the budget 
being in balance. Let us wait until the lease is signed. We will be 
holding hearings all of the next 2 months on all the independent 
offices. 

But if you have a good lease here in Washington, that is another 
matter. That is all done. 

Mr. WituiamMs. We do have a firm lease here in Washington. 
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Mr. Jones. I think it is important to note that the Civil Service 
Commission in Washington is still finding it necessary to give exami- 
nations every day in the working week and that the quarters have not 
been very good for that type of operation. Typists and other job 
applicants just have to be examined. 

Senator Macnuson. You have been down there for some time. 
You can stand it another couple of months in New York, then you 
can come in here when the lease is signed. 


PROCESSING RETIREMENT ANNUITY CLAIMS 


Now, you have No. 3, your request for 30,000 for processing addi- 
tional retirement annuity claims. 

Mr. Jones. Right. That is very largely the result 
i gual Maanuson. What the House did is cut the 30 right in 

alf. 

Mr. Jongs. That is right. 

Senator Magnuson. Tell us about that. 

Mr. Jonzs. On that, Senator Magnuson, we have no control over 
the volume of retirement claims since they are filed in the exercise of 
legal rights of annuitants and other beneficiaries. 

It has always been our hope and desire to handle these things very 
promptly. We are continuing a very diligent effort to process these 
workloads on a current basis. We have been able to handle most of 
the increases in workload again, but the process of taking resources 
away from other authorized activities. 

If we are going to stay on a current basis and start the new year on 
a current basis, we should clean out the backlog. There is no item I 
believe which results in quicker criticism of the Commission and of the 
Congress than for us to fail to process retirement claims quickly. 
The public will immediately write to the Congress and take a poke at 
the Civil Service Commission. 

Senator Maenuson. It saves money to keep that up to date in 
my opinion, because it is going to cost you $15,000 to even get the 
request to Congress when you are behind, to process those. 

Mr. Jonzs. That is right. 

Senator MaGnuson. It will save us a lot of trouble, too. 

Mr. Jongs. I think it will. 





TRAVEL FUNDS 


Senator Maenuson. All right. Now, you have travel, No. 4. 

Mr. Jonzs. On travel there is a peculiar twist to this that I think 
deserves some attention. Perhaps this was not made clear enough 
to the House; I don’t know, but it is this, Senator: 

Whenever we run into increased travel costs there is only one wa 
you can handle it and that is to cut down on the amount of travel. 

his means that you do your field audits and inspections as close to 
your regional offices as you can. 

This again results almost automatically in criticism of the Com- 
mission. The agencies take the position, ‘‘Why do you let us, who 
are 200 miles away from the regional office, wither on the vine and not 
come out here and do the work, you are supposed to do for us and just 
work in Chicago or Dallas or some other city.”’ 
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Increases in travel costs is again the kind of thing over which we 
have very little control. 

Senator Macnuson. The House in that case cut what? 

Mr. Jones. Again they cut it in half; that is correct. 

Senator Macnuson. Can you get along until July 1 on this? 

Mr. Jones. Not without a considerable pinch and without further 
deferment of audits and field inspections that should be made now. 
If we have to do it, of course, we can get along. 

Senator Maanuson. All right; thank you very much, Mr. Jones. 

Mr. Jones. Thank you, sir. 
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FEDERAL TRADE COMMISSION 


STATEMENTS OF JOHN W. GWYNNE, CHAIRMAN, AND WILLIAM P, 
GLENDENING, JR., COMPTROLLER 


RESTORATION REQUEST 


Senator MaGnuson. The Federal Trade Commission. 

Federal Trade Commission requests restoration of $54,000 cut by 
the House from their pay raise supplemental, being a 10-percent 
reduction from their estimate. 

Chairman Gwynne is here in support of the restoration. 

We will place in the record at this point your letter to the com- 
mittee, and you may proceed with your statement, Mr. Gwynne. 

(The letter referred to follows:) 


FEDERAL TRADE CoMMISSION, 
Washington, April 7, 1959. 
Hon. WarRREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of Independent Offices Appropriations, 
U.S. Senate, Washington, D C. 


Dear Mr. CaartrRMANn: The supplemental appropriation bill for the fiscal year 
ending June 30, 1959, H.R. 5916, would provide the Commission with only 
$486,000 for the purpose of defraying the cost of the employees pay raise bills 
passed in the last session of Congress. This is $54,000 less than was required by 
this Commission for this purpose. It is our request that the Senate restore this 
10 percent reduction of $54,000. This will be accomplished by striking ‘‘$486,000” 
on page 40, line 6, and substituting $540,000.” 

With only 3 months of the fiscal vear remaining, an unexpected reduction of 
$54,000 will seriously impair the operations of the Federal Trade Commission. 
As you are aware, the Federal Trade Commission received an appropriation in- 
crease of only $25,000 in fiscal year 1959 which amount does not even pay the cost 
of automatic within-grade promotions required by law. Furthermore, 91.7 per- 
cent of each dollar appropriated to the Federal Trade Commission is required to 
be spent for personal services, retirement, and employee insurance. With these 
expenditures for personal services and related costs already committed, this 
reduction must be made up by cancellation of travel and other necessary opera- 
tional costs of the Commission. 

If this $54,000 reduction is not restored by the Senate the Commission will be 
required to leave unfilled 18 essential positions; to reduce travel by more than 
400 man-days which will require either cancellation or postponement until fiscal 
year 1960 of scheduled trials and investigations and the resulting loss of the 
professional services of employees engaged in this work; to cancel or defer until 
1960 fiscal year all further clinical testing of drugs, therapeutics and devices; 
and to eliminate all other expenses such as the printing of a volume of Commission 
decisions and the purchasing of necessary and required supplies and equipment. 

In addition to the foregoing, I would like to have you consider the fact that the 
Commission has recently requested an increase of $460,000 for the Commission, 
such request being predicated upon a showing of an overload of pending work 
and the enforcement of two laws passed by the last Congress and committed to 
the Commission for enforcement. The loss of momentum incident to the reduction 
here under consideration will constitute a serious setback to the Commission’s 
law enforcement responsibilities, which, as you know, are directly related to the 
public interest. 

Sincerely yours, 
JoHN W. Gwynne, Chairman. 
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GENERAL STATEMENT 


Mr. Gwynne. Very well, Senator. The letter in fact sets out very 
accurately and thoroughly our reasons for asking for the restoration 
of this $54,000. It is to make up the 10 percent of salaries that has 
been cut off by the House. 

We have now gone through three-quarters of the year and have 
had considerable difficulty in keeping within the money we have 
available. ‘There are several reasons for it. 

In the first place, we have two additional laws passed by the 
Congress which give us additional expense. The first is the Fiber 
Identification Act. While the actual enforcement of that law does 
not begin until fiscal year 1960, nevertheless we have had the duty 
of preparing rules and regulations, we have been in contact with 
industry, we have had hearings, and we have been compelled to put 
some of our staff on that work which has caused additional expense. 
The other law which was passed in the closing days of the last 
session was the amendment to the Packers and Stockyards Act. You 
will recall the Federal Trade Commission and the Department of 
Agriculture had had some difficulties about the limits of our jurisliction. 

We had it in the courts. _We also appealed to Congress and Congress 
eventually settled it by amending the law. 


CLINICAL TESTING OF THERAPEUTICS AND DRUGS 


Senator Maanuson. Then the job of this clinical testing of thera- 
peutics and drugs is a little bigger than we anticipated. 

Mr. Gwynne. Absolutely. I might say it is growing bigger 
constantly. 

Senator Maacnuson. It is a job that needed to be done. 

Mr. Gwynne. It surely does. 

Senator Maenuson. Of course, when. you fellows get a cut it is 
just all in personnel; it is jobs that you have been required to do and 
you just have to slow them up. ' That is about all you can do. 

Mr. Gwynne. That is it. 

Senator Magnuson. I know that on that drug matter, Senator 
Allott, Chairman Gwynne, and I, all of us, got together about a year 
and a half ago and started this study on the cost of drugs, the anti- 
biotics, and all of these things. We ran into a lot of things that we 
did not expect, a lot of things that should have been done. 

As a matter of fact, that led to the indictment of the drug firms for 
price fixing, and I think it has done the public a greater service to 
date, but there is a great deal more that needs to be done. 

: Mr. Gwynnz. There is more than I had anticipated needed to be 
one. 

Senator Maanuson. We will take a look at that. We will put this 
letter in the record in full. 

Mr. Gwynne. Mr. Glendening suggests that the cut would prevent 
us from doing any additional testing; is that right? 

Mr. GLenpENING. That is right. 

Senator Macnuson. For the remainder of the year? 

Mr. GuenpeniNG. That is right. 

Senator Magnuson. We do not want to stop this. Once we stop 
this we will not get our momentum back. 

Mr. GLENDENING. That is right. 
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CoRREGIDOR-BATAAN MEMORIAL COMMISSION 
STATEMENT OF EMMET O’NEAL, CHAIRMAN 
House AcTION 


Senator Magnuson. The supplemental estimate in House Docu- 
ment No. 58 requested $46,000 for the expense of this Commission, to 
remain available until June 30, 1960. The House committee stated 
in their report: 


The committee has denied the request of $46,000 for this Commission. Funds 
have previously been denied, and the work is currently suspended. 


I understand that no appropriation was made for 1959, but that 
operations were continued until August 28, 1958. 

Mr. Emmet O’Neal, Chairman of the Commission, is requesting 
restoration. 

We will place in the record your letter and the supplemental 
estimate. 

You may proceed with your statement. 

(The material referred to follows:) 

Wasuineton D.C., April 3, 1959. 

Hon. Cari HayDEn, 


Chairman, Senate Appropriation Committee, 
The Capitol, Washington, D.C. 


Dear Senator: As Chairman of the Corregidor Bataan Memorial Commission 
I respectfully request a hearing before your committee relative to an item of 
$46,000. This is for our barest needs for the fiscal years 1959 and 1960. 

I Tia like to explain the items and what has occurred in the progress of our 
work. 

With highest regards, 

Sincerely yours, 
Emmet O’ Neat, 


SUPPLEMENTAL EsTIMATE IN House Document No. 58 
(P. 13) 


“‘CORREGIDOR BATAAN MEMORIAL COMMISSION 


‘For expenses necessary to carry out the provisions of the Act of August 5, 1953, 
as amended (67 Stat. 366; 69 Stat. 589; 71 Stat. 457; 72 Stat. 416), $46,000, to 
remain available until June 30, 1960.” 

This proposed appropriation is to meet administrative expenses of the Com- 
mission in planning for the financing and construction of a memorial on Corregidor 
Island. No appropriation has been enacted for these 1959 expenses and the work 
of the Commission is therefore currently suspended. 


GENERAL STATEMENT 


Mr. O’Neat. Mr. Chairman, I think I can clarify that matter. 
That is not exactly correct. 

The basic purpose of the Corregidor-Bataan Memorial Commission 
is to memorialize the services of some 5 million men and women who 
fought under the American flag and Philippine flag in World War II, 
especially those who gave their lives in the defense of freedom. ' 

It has many other highly important purposes. The Commission is 
virtually a congressional committee since six of the nine members of 
the Commission must be Members of Congress, three U.S. Senators, 
and three U.S. Representatives. 
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The senatorial Members are Senators Wiley, Sparkman, and Scott. 

The Commission was created by congressional action and four times 
legislation dealing with the Commission has been passed without any 
recorded opposition. 

There is widespread support of the purpose of the Corregidor legis- 
lation, including the various departments which have been consulted. 
The last legislative bill was passed in 1958 toward the close of the ses- 
sion. Consequently, we could not ask for this appropriation until 
right at the end of the session. 

The Senate passed the appropriation; the House committee had no 
hearing, because the authorization bill had not then passed Congress. 
The House conferees did not recede and concur in the Senate amend- 
meut. That was the little amount we asked for the latter part of 
last vear and is a part of the present request. We now have an 
authorization from Congress of another $100,000 for the work of 
the Commission. 

That was passed in 1958. So we now have full authorization for 
what we are asking here. Although technically true, I do not believe 
it is exactly correct to say that Congress previously denied our 
operating funds. 

Under that authorization the commission is asking for $46,000 to 
take care of our barest office requirements for fiscal 1959 and 1960. 
It will provide for an executive director and a typist. No member 
of the Commission can receive any salary or pay of any kind, including 
the Chairman. 

Provision is also made for possible travel to Corregidor by not 
more than three Commission or staff members. This traveling will 
not be necessary unless the construction phase occurs in fiscal 
year 1960. 

Also, provision is made in the requested amount for obtaining 
architectural, sculptural, and engineer guidance. 


FUNCTIONS OF COMMISSION 


Under this appropriation staff planning will proceed on the develop- 
ment of the followin 


* 

An agreement with the Philippines as to handling of the memorial 
after its erection; 

A draft contract with the design architect; 

A list of qualified and acceptable sculptors and muralists; 

Sketch drawings of the memorial based on approved design; 

A list of historical items to be obtained from naval vessels that 
served in the Pacific war. 

Finally, budgetary and legislative presentations will be prepared 
for use during the 1st session of the 86th Congress. 

Now, I will attempt to explain what happened before the House 
subcommittee. We appeared before the deficiency subcommittee in 
the House in the consideration of this second supplemental. We were 
received most cordially and some members expressed their approval 
openly and there was no question or comment indicating opposition. 

Since our request was authorized by a legislative committee, we 
did not attempt to go into the many factors which make the memorial 
of great national and international importance. 
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When this second supplemental was reported our request did not 
appear in the bill. 

As you know, many items were eliminated by the subcommittee 
of the Appropriations Committee of the House and the House was in 
anuproar. Instead of trying to make a fight on the floor of the House, 
we deemed it better to present our budgetary request directly to this 
committee. The House report. on this second supplemental carried 
only three short lines about our request. It stated that the Commigs- 
sion’s work was “dormant.” 


RESOLUTION RY PHILIPPINES HOUSE OF REPRESENTATIVES 


While the report was being prepared the chairman received seven 
cables from the Philippines voicing support of the Corregidor memorial 
and urging its erection. One cable told of a resolution passed by the 
Philippine House of Representatives: 


Unanimously urging the expeditious erection of the memorial. 


The cables were a strong contrast to the statement in the report 
that the Commission’s work was dormant. The truth is that the 
Commission is most active and is fast approaching its most. important 
phase, the erection of the memorial. 

The failure to act on the part of the subcommittee does not stop 
the work of the committee. It merely places a further financial 
burden on the chairman and other interested Americans. 

The Commission would be unable to have office help or to pay the 
salary of our efficient and devoted executive director, Captain Kelley. 
No doubt he will continue to give of his time and means to carry on 
as he has in the recent past. 

We have gone into many phases of the memorial on several occasions 
with the legislative committees of both the House and the Senate. 
After extensive legislative-action we are proceeding to carry out the 
mandates of Congress. 

We realize the the Appropriations Committee cannot go into our 
purposes and plans with the completeness of a legislative committee, 
but since the action of the House subcommittee seriously delays and 
retards the patriotic work being done by this Commission, I feel it is 
most necessary to touch upon those matters at least briefly. 

Congress through appropriated funds has spent over $41 million in 
Europe on beautiful memorials and memorial cemeteries honoring those 
Americans who served in the European theater in World War I and IL. 
Almost 15 years have elapsed since the war ended in the Far East. 
There is practically no American memorial in the Philippines or the 
Far East. The only one of which I have any knowledge is a cemetery 
in Manila, which is for Americans only. That is the complete memo- 
rializing we have done in the Far East as against $41 million in 
Europe. 

That was one of the purposes which induced me to get into this 
fight for better recognition of what our men did in the Far Pacific and 
what the Philippines did. 

With one magnificent, sensitive, impressive memorial on Corregidor 
the Corregidor Bataan Commission expects to do the will of Congress 
and correct that situation. The memorial will fittingly commemorate 
the greatest and most unselfish feat of arms in the history of the world, 
America’s participation in World War II. 
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It will keep alive the memory and deeds of the 5 million Americans 
and Filipinos who served in the war in the Pacific. They are numerous 
in every State of the Union. 

The hallowed land of Corregidor will be preserved for the inspiration 
of generations to come. There will be protected, in a fireproof building, 
the history of the war in the Pacific, the memorabilia of that war, its 
records and true meaning as well as the names of those who served. 

After the erection of the memorial it will be used as a vital, living 
memorial for combating communistic influence in the Far East and 
the world. It will serve in the same cause for which men died and 
sacrificed so much in that war. 

Corregidor and Bataan were once a part of the United States. 
Today they are among the most hallowed spots in American and 
Philippine history. It is unique and most meaningful for our country 
to place not upon our soil, but upon Philippine soil, an impressive 
sensitive tribute to those Filipinos and Americans whose blood 
commingled in the soil of Corregidor and Bataan. 

Further, it will be a permanent understandabie expression of the 
50 friendly peaceful years when the Philippines were a part of our 
country. It will be one way to continue to express to the Filipinos 
our undying recognition of that bravery and loyalty in standing with 
the United States and democracy. 

It was no light decision to make and it caused more loss of life of 
Filipinos than the total casualties of all American troops in World 
War | and II combined. 

Mr. Chairman, there is much more I would like to say. The 
Filipinos are extremely anxious to have this go forward. They have 
waited patiently several years, ever since we were authorized by 
Congress to get started on the project. So we feel that any delay 
will be a terrific disappointment not only to them, but to many, many 
people in this country. 

I can produce here tremendous support from all over the United 
States and the Philippines. We will respectfully request that this 
amount, small amount as it is, be reinstated in the bill and also that 
this committee, if it passes the Senate and gets into conference, will 
give us the support there that is necessary to provide us the means of 
doing what we consider one of the most patriotic services that can be 
rendered to this country and to the Philippines. 

I thank the committee very much. I hope I have not taken over 
5 minutes. 

Senator MaGnuson. You did not. I think you ought to put in 
the record a brief statement. ‘There was a suggestion made last year 
that this might conflict with the American Battle Monuments Com- 
mission. Do you remember that was made last year? 

Mr. O’Neat. We will be glad to put a statement in the record. 
Senator MaGcnuson. Put a statement in the record on that part 
of it. 

Mr. O’Neau. We will do that. 

(The statement referied to follows:) 
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STATEMENT BY Hon. Emmet O’NEAL, CHAIRMAN, CORREGIDOR-BATAAN 
MEMORIAL COMMISSION 


There is no conflict of effort between this Commission and that of the American 
Battle Monuments Commission. This latter Commission has up to the present 
time, as regards World War II, concerned itself primarily with cemeterial type 
memorials. Its comprehensive plan for such cemeterial projects, which has 
been so capably carried out, is well known to the Congress. 

The American Battle Monuments Commission, throrgh its staff personnel, has 
coonerated fully in assisting the Corregidor-Bataan Memorial Commission. 

I believe I am correct when I state that the American Battle Monuments Com- 
mission has not sought the task of erecting the Pacific War Memorial planned for 
Corregidor Island, nor wold it desire such an assignment in view of its present 
commitments to complete its own approved program. 


CCMMITTEE RECESS 


Senator Macnuson. We will recess until 2:30 this afternoon. 
(Thereupon, at 12:25 p.m., the committee was recessed, to recon- 
vene at 2:30 p.m., same day.) 


plis 
yea 


con 
in f 
ma 
in | 
effe 
to 1 


am 


wol 
esti 
req 


Lay 
fise 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1071 


AFTERNOON Session (Monpay, Apr. 13, 1959) 
ForREIGN CLAIMS SETTLEMENT COMMISSION 


STATEMENT OF WHITNEY GILLILLAND, CHAIRMAN 


RESTORATION REQUEST 


Chairman Haypren. The committee will be in order. 

Foreign Claims Settlement Commission requests restoration of 
$5,500 cut by the House from their pay raise supplemental, being 
a 10 percent reduction from their estimate. 

Mr. Gillilland is here in support of the restoration. We will place 
in the record your letter to the committee, and you may proceed with 
your statement. 


(The information referred to follows:) 


FoREIGN CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATEs, 
Washington, D.C., April 1, 1959. 
Hon. Cart HayDEN, 

Chairman, Senate Appropriations Committee, 
U.S. Senate, Washington, D.C. 


Dear SENATOR HayDEN: Your committee’s consideration is requested for the 
restoration of the $5,500 cut made by the House in this Commission’s pay-raise 
supplemental for fiscal year 1959. 

Our original budget of $650,000 for fiscal year 1959 was based on the premise 
that funds would be available to support a staff adequate to complete most of 
the claims work under Public Law 285 (72 Stat. 527) during the year as planned, 
Jeaving only residual operations for fiscal year 1960. These claims have to be 
completed by August 9, 1959. 

The fund request for fiscal year 1960 considered this point by allowing only a 
minimum of funds and personnel for liquidation purposes. 

With the passage of Public Law 85-604 having amendatory provisions to 
Public Law 285, reexamination of several thousand claims and reprocessing of 
about, 400 provided an unforeseen workload for fiscal year 1959. 

No additional funds were requested for this purpose. 

There was instead a definite increase in work pressure on staff personnel who 
had been already laboring heavily under the strain of insecurity to complete a 
program. This, in effect, was an increase in work without change ia time limits 
for the same people. They have to complete the work and as soon as they do, 
their positions, in a large majority of cases, would be scheduled for abolition. 

Public Law 85-604 basically provided for a Czechoslovakian claims program 
to be administered by the Commission. To date, preliminary plans, publication 
of notices, issuance of 3,711 sets of forms requested by 2,150 claimants, and 
the preliminary processing of 596 claims asserting $22,087,000 have been accom- 
plished by a staff considerably reduced in strength to barely live within this 
year’s anpropriation and the anticipated full $55,000 requested in the supplemental. 

No additional funds were requested for this purrose. 

The cut if allowed to stand places the Commission in a precarious financial 
condition for this year. Not knowing how many personnel planned for reduction 
in force will transfer leave if they find other Government positions in a tight labor 
market, plans have been made for paying less than the full terminal leave liability, 
in line with current experience. With the full supplemental, this can go into 
effect either May 15 or May 30 for the 30-day notice of separation as of June 30 
to reach levels estimated for the start of fiscal year 1960. 

Without the full supplemental, terminal leave payments totaling the cut 
amount of $5,500, if not more, would have to be deferred to the next year. 

Next vear’s appropriation is almost one-half less than this year’s. The cut 
would effectively eliminate at least 1%4 clerical man-years from the meager staff 
estimated for the year. 

Thus, it is obvious that absorption of any part of the $55,000 supplemental 
requirement is impossible without interfering with the completion of the Public 


Law 285 program and placing the Commission in an unenviable position for 
fiscal year 1960. 


38932—59——68 
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Issuance of reduction-in-force notices or furloughs earlier in fiscal year 1959 
has been considered but cannot be made since regular payroll savines would be 
more than counterbalanced by terminal leave payments and in addition would 
have an injurious impact on work operations at this crucial stage. 

Objects other than personal services are to the absolute minimum and could 
not provide sufficient savings to cover the $5,500 cut for the balance of the year. 

It is therefore requested that lines 7, 8, and 9, page 40, of H.R. 5916 be revised 
to read: 

“Foreien Claims Settlement Commission: ‘Salaries and expenses’, $55,000, of 
which $7,200 shall be derived only from the war claims fund;”’ 

I will be available for a personal appearance before your committee in the event 
that is necessary. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman. 


GENERAL STATEMENT 


Mr. GrILuitLANb. Thank you, Mr. Chairman, I have no doubt that 
this is the smallest case that you will hear. I think it is a good ease, 
I have a very short statement which I will read with your permission, 

My name is Whitney Gillilland, and I am chairman of the Foreign 
Claims Settlement Commission. 

This statement concerns $5,500. Its restoration wou'd bring about 
an economy and not an added expense to the U.S. Government. The 
sum is small but the agency is alse small, and the amount is important 
to its functions. 

The situation is briefly this. Fiscal 1959 was budgeted and appro- 
priations made pursuant to a work plan which called for a reduction 
in staff to 53 persons as of June 30, 1959. Absent the $5,500, the 
reduction cannot be carried out for there will be insufficient funds to 
make the terminal leave payments required by statute. Resu!tantly, 
personnel unneeded at that time will have to be carried into fiscal 
1960, with added expense to the Government. 

Our budget for fiscal 1959 was carefully prepared to permit essential 
completion of five 5-year programs by the end of the year. The 
statutory deadline is August 9, 1959. After making the appropri- 
ation, the Congress amended the definitive claims languaze pertinent 
to these programs to authorize coverages which had not existed be- 
fore. It then became necessary to reexamine several thousand claims 
which had already been processed and to reprocess several hundred. 
Thus it was impossible to operate at a lower level than that contem- 
plated in the budget or absorb any part of the pay raise. To stay 
within it has required the most careful attention to efficiency and the 
exercise of every economy we could contrive. 

Let me reiterate, unless the terminal leave payments can be made 
from 1959 funds it will be necessary to defer a part of the yearend 
separations until fiscal 1960. This will require additional salary pay- 
ments and increased terminal leave payments with no benefit to the 
Government and should not, in my judgment, be done. ; 

We surely hope that it will be possible for the committee to restore 
this nominal sum, 

Thank vou. 

Chairman Haypen. Sir, in my judgment you made a case, and 
thank you. 

Mr. Grium1.anp. Thank you very much, Mr. Chairman. 


| 
| 


ct 


ut 
ne 
nt 


on 
he 


ly, 
cal 


ial | 


‘he 
ri- 
nt 
be- 
ms 
ed, 


tay 
the 


ade | 


end 
ay- 
the 


tore 


and 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1073 
HOUSING AND HOME FINANCE AGENCY 
FEDERAL Housinc ADMINISTRATION 


STATEMENTS OF JOHN M. FRANTZ, BUDGET OFFICER, AND 
CYRUS B. SWEET, DEPUTY COMMISSIONER 


REQUEST FOR RESTORATION OF HousE REDUCTION 


Chairman Haypen. Of the nine pay-cost items in this bill, all of 
which were cut 10 percent by the House, you are requesting restora- 
tion of five of them to the full amount of the supplemental estimate. 

John M. Frantz, the budget officer, is here for the Administrator 
and Cyrus B. Sweet, the Acting Commissioner, is here for the Federal 
Housing Administration, in support of the restorations. 

We will place in the record your letters, with the proposed amend- 
ments and justifications. 

(The information referred to follows: ) 


HovusINna AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., April 7, 1959. 
Hon. Cart HaypDEN, ; 
Chairman, Committee on Appropriations, U.S. Senate, Washington, D.C. 

DeaR Mr. CHAIRMAN: I understand that your committee is about to commence 
hearings in connection with the second supplemental appropriation bill for 1959, 
H.R. 5916. 

There are several amendments to title II of the bill, dealing with pay act. costs, 
which the Housing and Home Finance Agency hopes may be adopted. There are 
enclosed the required number of copies of the proposed amendments in the usual 
form. 

We will be pleased to supply additional information or to appear before the com- 
mittee to discuss these amendments. 

Sincerely yours, 
Norman P. Mason, Administrator, 
HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPENSES 
Fstimate, $720,000; proposed by committee, $648,000; in act, $64s.uuu, 
Page 41, line 12, strike out “$648,000” and insert in lieu thereof ‘*$720,000”, 


the estimate, and an increase of $72,000 above the amount allowed by »v.i1e House 
committce. 


LIMITATION ON ADMINISTRATIVE EXPENSES, OFFICE OF THE ADMIwisTRATOR 


PUBLIC FACILITY LOANS 


Fstimate, $36,000; proposed by committee, $32,400; in act, $32,400. 

Page 41, line 19, strike out “$32,400” and insert in lieu thereof ‘$36,000’, the 
estimate, and an increase of $3,600 above the amount allowed by the House 
committee. 


REVOLVING FUND (LIQUIDATING PROGRAMS) 


Fstimate, $53,000; proposed by committee, $47,700; in act, $47,700. 
Page 41, line 23, strike out “$47,700” and insert in lieu thereof ‘$53,000’, the 


estimate, and an increase of $5,300 above the amount allowed by the House 
committee. 
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FEDERAL Hovusinc ADMINISTRATION 
LIMITATION ON ADMINISTRATIVE AND NONADMINISTRATIVE EXPENSES 


Administrative 

Estimate, $570,000; proposed by committee, $513,000; in act, $513,000. 
Nonadministrative 

Estimate, $3,035,000; proposed by committee, $2,731,500; in act, $2,731,500. 

(1) Page 42, line 6, strike out “$513,000” and insert in lieu thereof “$570,000”, 
the estimate, and an increase of $57,000 above the amount allowed by the House 
committee. 

(2) Page 42, line 7, strike out ‘$2,731,500 and insert in lieu thereof 
**$3,035,000’’, the estimate, and an increase of $303,500 above the amount allowed 
by the House committee. 


(House hearings, no references) 


HOUSE REPORT NO. 238 
(No pertinent excerpts.) 
JUSTIFICATION 
Office of the Administrator 


The following table summarizes the Senate amendments requested affecting 
programs of the Office of the Administrator: 


Ne ee mm maine wee ae $72, 000 
I leemminioemeee ee = 3, 600 
Revolving fund (liquidating programs) -____._....-..--------------- 5, 300 

LUI EEUNEL Uh cee edebowkbiuedecdedictbeactdcenss 80, 900 


This total is approximately equal to the requirements of the Office of the Ad- 
ministrator for the funding on a reasonable basis of currently approved vacancies 
that are anticipated to be filled prior to the close of the fiscal year on June 30, 1959. 
The reasonable recruitment schedule and the estimate of obligations to be incurred 
assumes that employees will be on the payroll only for half of the time to the end 
of the year. 

The recruitment schedule for the several programs and activities of the Office of 
the Administrator—including the operating programs of the Community Facilities 
Administration and the Urban Renewal Dladinioteatiee--taiee been currently 
revised, taking into account current program trends and prospects, as well as the 
relationship of current staff to the staff required for and assumed in the fiscal 1960 
budget program. 

In common with other executive agencies, the Housing and Home Finance 
Agenev has been operating upon the assumption that the Congress would provide 
funds to cover the cost of increased pay rates enacted by the 85th Congress. The 
Agency’s funds for the current fiscal year have been apportioned on a deficiency 
basis assuming the enactment of the supplemental requests contained in House 
Document 90. If these supplementals are not enacted, recruitment of staff 
authorized on the assumption that the supplemental funds would be available 
will be delayed to the detriment of the programs concerned. Therefore, it would 
be exceedingly difficult to absorb the additional 10 percent reduction in pay act 
cost stipulated in the House-approved version of the second supplemental appro- 
priations bill for 1959. 


Federal Housing Administration 


The pay act limitations for administrative and nonadministrative expenses of 
the Federal Housing Administration contained in the second supplemental or 
ag apn bill, 1959, as passed by the House will, unless amended, place the 

HA in an extremely difficult position for the remainder of the current fiscal year. 
While workload and backlogs are mounting at an alarming rate as the agency 
enters the busiest season of the year, FHA will have to curtail or completely cut 
off authorizations for the overtime and part-time work that enables the agency 
to cope with the peaks of activity that characterize the mortgage insurance 
operation. 
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A brief appropriation history of the two FHA authorizations is shown in the 
following table: 











Administra- |Nonadministra- 
tive expenses | tive expenses 
eS oe Seer ee ee 7 | B aes 
Limitations: , we 
Independent Offices Appropriation Act, 1959_......-.-..-2.--.-- 2 $7, 300, 000 $38, 500, 000 
Supplemental Appropriation Act, 1959_......-....-.......--........- 100, 000 4, 500, 000 
hal ch ths 0 acest igh cag abt ata ed al Sa ashen cca alin niches thcpip onion aber igloo 7, 400, 000 43, 000, 06 
Pay act requirements: . 
er Semen SOU Te COUN on cca nec censinncesawcwne ecto 575, 000 3, 630, 000 
END IIIS So, eat kcatieastannunaatkeneasiabbtactinia —5, 000 | —595, 000 
Supplemental estimate in: H. Doe. 00... .......soncceciicdncccccse 570, 000 3, 035, 000 
Less: Additional reduction by House action_..................-.___- —57, 000 —303, 500 
a a Rd 513, 000 { 2, 731, 500 





On the basis of a rapidly rising volume of work, the Congress granted a 
$4,600,000 supplemental expense authorization at the beginning of this fiseal 
year. In the months since then the volume has far exceeded the estimate upon 
which that supplemental authorization was based. In fact, while seriously 
understaffed, FHA has been through a year that has broken all previous records of 
volume. Nevertheless, with the volume of work this spring rising even beyond 
last year’s level, the House cut, when added to the $600,000 already absorbed, 
would have the effect of nullifying the earlier supplemental authorization to the 
extent of $960,500 (more than 22 percent of the increased pay act cost), and at 
a time when it is impossible for the agency to absorb the cut without a serious 
breakdown in operations and without widespread criticism and justifiable com- 
plaint from those who pay for the services provided. 

On January 9 the backlog of home mortgage applications in the FHA field 
offices totaled 38,700. By March 20, it had risen to 53,300. Many of the offices 
already have from 3 to 7 weeks of work backed up, with the heavier months still 
ahead. Delays in the processing of these applications, of course, cause delavs in 
construction, employment and real estate sales, as well as a reduction in FHA 
income. 

The effect of the reductions imposed by the House bill would be quite serious 
in the Washington headquarters, as well as in the field. The volume of insured 
eases reaching Washington for recordation, premium billing, and other servicing 
has almost doubled since a year ago. Backlogs in the Comptroller’s Division, 
for example, are especially acute. Yet, in anticipation of the reduction indicated 
in the House bill, FHA has had to reduce drastically or cut off funds for overtime 
work both in Washington and the field, leaving no chance of keeping its head 
above water during the next few months unless action is taken to restore the full 
amount requested for pay act increase purposes. 

If the committee, after considering all the facts, should restore the $360,500 
($57,000 administrative and $303,500 nonadministrative) House cut, and such 
action is finally approved by the Congress, it would provide considerable relief 
during the fourth quarter of this fiscal year. 


FEDERAL Hovusinc ADMINISTRATION, 
April 2, 1959. 
Hon. Cart HaypeEn, 


Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMan: I appreciate the opportunity, afforded by your letter of 
March 26, to advise you of the effect on the Federal Housing Administration to 
be expected if the supplemental appropriation bill, H.R. 5916, is passed by the 
Senate without modification. 

The reduction reflected in the House bill is critical and places the Federal 
Housing Administration in an extremely difficult position for the remainder of this 
fiseal year. It provides a pay act expense authorization of only $3,244,500 in- 
stead of the $3,605,000 requested, a cut of $360,500. The seriousness of the cut 
lies not so much in its size as in the fact that it would come on top of a $600,000 
absorption of the pay increase already taken by Executive determination, plus 
the fact that its effect would be concentrated in the last quarter of the fiscal year 
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with our workload and backlogs mounting alarmingly beyond any previous 
expectation. 

You will recall that because of our rapidly rising volume of work, the Congress 
granted us a $4,600,000 supplemental expense authorization at the beginning of 
this fiscal year. In the months since then our volume has far exceeded the esti- 
mate upon which that supplemental authorization was based. In fact, while 
seriously understaffed, we have been throu ;h a year that has broken all previous 
records of volume. Nevertheless, with the volume of work this spring rising 
even beyond last year’s level, the House cut, when added to the $600,000 already 
absorbed, would have the effect of nullifying our earlier supplemental authoriza- 
tion to the extent of $960,500 (more than 22 percent of the increased pay act cost), 
and at a time when it is impossible for us to absorb the cut without a serious 
breakdown in our operations and without widespread criticism and justifiable 
complaint from those who pay for the services that we provide. 

On January 9 the backlog of home-mortage applications in our field offices 
totaled 38,700. By March 20, it had risen to 53,300. Many of the offices 
already have from 3 to 7 weeks ‘of work backed up, with the heavier months still 
ahead. Delays in the processing of these applications, of course, cause delays 
in construction, employment and real estate sales, as well as a reduction in our 
income. 

The effect of the contemplated cut would be quite serious in our Washington 
headquarters, as well as in the field. The volume of insured cases reaching 
Washington for recordation, premium billing and other servicing has almest 
doubled since a year ago. Backlogs in our Comptroller’s Division, for example, 
are especially acute. Yet, in anticipation of the reduction indicated in the 
House bill, we have had to reduce drastically or cut off funds for overtime work 
both in Washington and the field, leaving no chance of keeping our heads above 
water during the next few months unless action is taken to restore the full amount 
requested for pay-act-increase purposes. 

If, however, the Senate Appropriations Committee, after considering all the 
facts, shovld restore the $360,500 ($57,000 administrative and $303,500 non- 
administrative) House cut, and such action is approved by the Congress, it would 
provide considerable relief during the fourth quarter of this fiscal year. 

Your continued interest in the efficient and successful operations of the Federal 
Housing Administration is appreciated. 

Sincerely yours, 
JuLIAN H. ZIMMERMAN, Commissioner. 


GENERAL STATEMENT 


Chairman Haypen. You may proceed, Mr. Frantz. 

Mr. Frantz. I appear today on behalf of the Administrator, Mr. 
Norman P. Mason, to present to your committee certain amendments 
which the Housing and Home Finance Agency recommends be made 
in the pending supplemental appropriations bill. All our items deal 
with pay act funds in title IT of the bill. 

With vour permission, I present with this statement a summary 
table which shows the total cost of increased pay rates during the 
current year; the amounts absorbed; and the amounts we request be 
restored in some of the items which the House reduced. 

(The table referred to follows:) 
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Analysis of pay act cost requirements and absorption 


a gc emllh letcia hhc 
| Restora- | Total absorbed 

Total Amount |H. Doc.90| House | tion re- wf ye = 

required | absorbed bill quested 

| Amount | Percent 


_ | | 


| 


APPROPRIATIONS | 


Office of the Administrator, | | 
salaries and expenses pore || $000 OOO be nemnienuns | $720,000 | $648, 000 

Public Housing Administra- 
tion, Administrative  ex- | | | | | | 
Eee re 960,000 | $100,000 | 860,000 | 774,000 |_- --| $186, 000 19.4 


fi 


~1 
te 


, 000 


Subtotal, appropriations_|1, 680,000 | 100,000 {1,580,000 {1,422,000 | 72, 000 | 186,000 | 


| 


11.1 
LIMITATIONS 





Limitation on administra- 
tive expenses, Office of | 
the Administrator, col- 
lege housing loans ‘ 138, 000 90, 000 48, 000 43: 200 :i...3.5- 

Limitation on administra- | 
tive expenses, Office of | 
the Administrator, public 
facility loans---- -----| 36,000 Soreicih | See 32, 400 3, 600 

Limitation on administra- 
tive expenses, Office of 
the Administrator, re- | 
volving fund- -- | 53,000 |-.......--] 53,000 | 47,700 5, 300 

Federal Housing Adminis- | | | 
tration: 
Limitation on administra- | 
tive expenses .| 575,000 5, 000 570, 000 513, 000 57,000 | 
Limitation on nonadminis- | } 

trative expenses 13, 630, 000 595,000 {3,035,000 |2, 731, 500 303, 500 595, 000 

| 


| 
Office of the Administrator: | | 


ow 


94, 800 68. 7 


aw 


5,000 | 9 


16.4 


Federal National Mortgage 
Association: Limitation on 
administrative expenses_.....| 535,435 | 385,435 150,000 | 135,000 sssace-|, 400, 435 74.8 








Subtotal, limitations__--_|4, 967, 435 |1,075, 435 |3, 892,000 |3, 502,800 | 369, 400 |1, 095, 235 
— — =i = = — = = 


22.0 
OTHER ACCOUNTS | | | 


Office of the Administrator: | 
Limitation on administra- 
tive expenses, Office of 
Administrator, Commu- 
nity Disposal Operations 60,000 | 
Limitation on nonadminis- 
trati e expenses ---| 192,000 
Public Housing Administra- 
tion: Limitation on nonad- 
ministrative expenses _-..-.- 139, 200 


60, 000 5 aikdbs niaua eee tu coe ec | 60,000 100 


| 

| EF cg Pines Palys .: 192, 000 | 100 
| | | 

| wh. a igtetese eae ke 100 
es be ecco aes: ; = 








Subtotal, other accounts -| 391,200 | 391, 200 
—— = = = = = = = 
BE =mcene seta tana de 7,038, 635 |1, 566, 635 5: 472, 000 
| | | 


ih ath aecade Does oa oe 391, 200 


100 








4,924,800 | 441,400 [1,672,435 | 23.8 
| | 





FIELD OPERATIONS 


Mr. Frantz. The table shows that out of total costs of $7,038,635 
we will absorb $1,672,435, assuming that the amounts we ask tc be 
restored are put back in the bill. This is an overall absorption of 
almost 25 percent. 

We feel, Mr. Chairman, that this is a respectable showing in meeting 
the desire of Congress that these added costs be absorbed to the 
extent feasible. We are not asking for restoration of all the House 
reductions, but only those where we feel that additional absorption, 
on top of that already accomplished, will unduly burden operations. 
The details of these situations are described in the justification which 
has been supplied for your record. 

I believe that the only item which may need to be developed in 
somewhat more detail is that affecting the field operations of the 
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Federal Housing Administration. This is our largest item in the bill, 
and it is here that the action of the House confronts us with out most 
serious problems. ‘To explain this situation to you more completely, 
I present at this time the Deputy Federal Housing Commissioner, 


Mr. Cyrus B. Sweet. 
EFFECT OF HOUSE REDUCTION 


Chairman Haypen. You may proceed with your statement. 

Mr. Sweet. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity to acquaint you with our present budget problem. When 
you consider all the facts I believe you will agree with me that the 
problem is very real and very acute and that it is in the interest of 
all concerned to resolve it insofar as possible by restoring the full 
amount requested for the Federal Housing Administration as supple- 
mental authorization to meet current year increases in expenses 
brought about by the Pay Act of last year 

The reduction reflected in the House bill is critical and places the 
Federal Housing Administration in an extremely difficult position for 
the remainder of the fiscal year. It provides a pay act expense authori- 
zation of only $3,244,500 instead of the $3,605,000 requested, a cut of 
$360,500. The seriousness of the cut lies not so much in its size as 
in the fact that it would come on top of a $600,000 absorption of the 
pay increase already taken by executive determination, plus the fact 
that its effect would be concentrated in the last quarter of the fiscal 
year with our workload and backlogs mounting alarmingly beyond 
any previous expectation. 

We originally estimated for fiscal year 1959 a volume of 670,000 
mortgage insurance unit applications, and based on this workload the 
Congress approved a budget authorization for operating expenses of 
$45,800,000. Even before the fiscal year began, however, we found 
ourselves operating at a much higher rate on the basis of a conserva- 
tively reestimated workload of 879,000 unit applications. The Con- 
gress promptly authorized a supplemental in the amount of $4,600,000, 
making a total limitation of $50,400,000. In the months since then 
our volume has far exceeded the estimate upon which that supple- 
mental authorization was based. In fact, while seriously under- 
staffed, we have been through a year that has broken all previous 
records of volume. Nevertheless, with the volume of work this spring 
rising even beyond last year’s level, the House cut, when added to the 
$600,000 already absorbed, would have the effect of nullifying our 
earlier supplemental authorization to the extent of $960,500 (more 
than 22 percent of the increased pay act cost), at a time when it is 
impossible for us to absorb the cut without a serious breakdown in our 
operations and without widespread criticism and justifiable complaint 
from those who pay for the services that we provide. 

Our volume through March approximates 750,000 units, and we 
have every reason to believe that the volume dutiig the last quarter 
of the year will increase the total to over 1 million family dwelling 
units for the year. On January 9 the backlog of home mortgage 
applications in FHA field offices totaled 38,700; by March 20 it had 
risen to 53,300. Many of the offices already have from 3 to 7 weeks 
of work backed up, with the heavier months still ahead. Delays in 
the processing of these applications, of course, cause delays in con- 
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struction, employment, and real estate sales, as well : 
our income. 

The effect of the contemplated cut would be quite serious in our 
Washington headquarters, as well as in the field. The volume of 
insured cases reaching Washington for recordation, premium billing 
and other servicing has almost doubled since a year ago. Backlogs 
in our Comptroller’s Division, for example, are especially acute. 
Yet, in anticipation of the reduction indicated in the House ee we 
have had to reduce drastically or cut off funds for overtime w ork both 
in Washington and the field, leaving no chance of keeping our heads 
above water during the next few months unless action is taken to 
restore the full amount requested for pay-act-increase purposes. 

If, however, the Senate Appropriations Committee, after considering 
all of the facts, should restore the $360,500 ($57,000 administrative 
and $303,500 nonadministrative) House cut, and such aetion is 
approved by the Congress, it would provide considerable relief during 
the fourth quarter of this fiscal year. 

Thank you, sir. 


is a reduction in 


HOUSING DEVELOPMENT LEGISLATION 


Chairman Haypin. The Senate recently passed legislation author- 
izing increased expe nditures for greater housing devel ypment, which 
if carried into effect would give you a greater workload. Is that right? 

Mr. Sweet. Further complicate the situation; ves, sir. 

Chairman Haypen. Of these sums apparently the Office of the 
erator, that is the only money that comes out of the U.S. 
Treasury —that affects the taxpaver? 

Mr. 7a pt. That is correct, Mr. Chairman. 

Chairman H AYDEN. That $72,000? 

Mr. Sweet. Yes, sir. 

Chairman Haypen. The rest of this vou pay out and get back? 


AUTHORIZATIONS FOR CORPORATE EXPENSES 


Mr. Sweer. Yes, sir; they are authorizations for corporate expen- 
ses. In other words, the FHA has since 1939 paid all of its operating 
expenses, losses, and everything out of income. No tax dollars are 
involved at all in FHA. 

Chairman Haypren. That is what I am trying to get at. 

Mr. Swrer. That is correct. 

Chairman Haypen. No tax dollars involved except in the $72,000 
headquarters here. 

Mr. Franrz. For the Office of the Administrator; yes, sir. 

Chairman Haypen. That is right. That you say is necessary in 
order to take care of this volume of business that has accumulated and 
you have a backlog? 

Mr. Franz. In the Office of the Administrator, sir, as distinguished 
from the Federal Housing Administration. 

Mr. Sweet. The figures and statement I gave you, Senator, were 
for Federal Housing ‘Administration only. Mr. Frantz is with the 
Housing and Home Finance Agency, Office of the Administrator. 
There are no moneys in our request for Federal Housing Administra- 
tion that are tax moneys 

Chairman Haypen. I think that covers it 

Mr. Sweer. Thank you, sir. 
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INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF BERNARD F. SCHMID, MANAGING DIRECTOR, 
J. NEIL RYAN, BUDGET AND FISCAL OFFICER, AND GEORGE 
LOTITO, ASSISTANT BUDGET OFFICER 


REQUEST FOR RESTORATION OF HousE REDUCTION 


Chairman Haypen. The pay-cost item for this Commission was 
reduced 10 percent by the House, in the amount of $152,400, and you 
are requesting full restoration. 

Mr. Bernard F. Schmid, the Managing Director, is here in support 
of the restoration. 

We will place in the record your letter, and you may proceed with 
your statement. 

(The information referred to follows:) 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., April 3, 1959. 
Hon. Cart HAYDEN, 
Chairman, Senate Committee on Appropriations, 
U.S. Capitol, Washington, D.C. 


DEAR SENATOR HayvEn: This has reference to H.R. 5916, Second Supplemental 
Appropriation Act, 1959, which was approved by the House of Representatives 
on March 24, 1959. The bill, page 42, line 14, as approved by the House of 
Representatives, includes an amount of $1,371,600 for the Commission for the 
cost of pay increases authorized by the 85th Congress (Public Law 85-462) which 
is $152,400 less than the $1,524,000 included in the budget request. 

In accordance with subsection (e)(1) of section 3679 of the Revised Statutes as 
amended (31 U.S.C. 665) the Commission, with the approval of the Bureau of the 
Budget, apportioned its appropriation and planned its program on the basis that 
an additional appropriation of $1,524,000 would be approved to cover the cost of 
the pay increase. 

To require the Commission to reduce its budget program at this late stage in 
the fiscal year will necessitate a rather sharp cutback in its operations. Before 
the action of the House of Representatives, we were actively recruiting to fill 
positions to handle the additional workload resulting from the Transportation 
Act of 1958, and to prevent our pending workload, particularly in our formal 
proceedings bureaus, from increasing beyond reasonable bounds. Specifically, 
the absorption of $152,400 will require the Commission to “‘freeze’’ employment; 
curtail travel of field employees engaged in inspection and enforcement activi- 
ties, and reduce other items of expenditure below normal requirements. 

Therefore, it is respectfully requested that page 42, line 14, of H.R. 5916 be 
amended to strike out “$1,371,600” and insert in lieu thereof ‘'$1,524,000.” 

Sincerely yours, 
KENNETH H. TuGa.eE, Chairman. 


COMMUNICATION 


Chairman Haypren. We will also place in the record a letter en- 
dorsing the request for restoration, from the Association of Interstate 
Commerce Commission Practitioners. 

(The letter referred to follows:) 

ASSOCIATION OF INTERSTATE 


ComMERCE ComMIssION PRACTITIONERS, 
Washington, D.C., April 3, 1959. 


Hon. Cart HaypeEn, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 

Dear Senator Haypen: On behalf of the Association of Interstate Commerce 
Commission Practitioners, whose 4,100 members represent all phases of the trans- 
portation industry, both shippers and carriers, under the jurisdiction of the Inter- 
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state Commerce Commission, I strongly urge your committee to restore to the 
Interstate Commerce Commission budget the $152,400 cut from its appropriation 
by your H.R. 5916 Supplementary Appropriation Act for the fiseal year ending 
June 30,1959. The present budget of the Commission, including the supplemental 
increases of $300,000 to defray the costs of the increased workload under the Trans- 
portation Act of 1958 and the $1,524,000 to meet general Government pay increases 
effective January 2, 1958, totals $18,824,000. The net effect of the proposed re- 
duction is to cut in half the additional money granted to the Interstate Commerce 
Commission to administer the amendments to the Inferstate Commerce Act which 
were enacted in August of last year. 

At this late date, to meet this curtailment in its budget would require the Com- 
mission to reduce personnel and to curtail traveling and equipment expenses. This 
action would be necessary in the face of increased responsibilities and expenses 
authorized by Congress. Such curtailment would reduce the efficiency and ability 
of the Interstate Commerce Commission to administer properly the regulation of 
transportation assigned to it by the legislative branch of the Federal Government. 

Since strong, healthy, fully competitive public transportation in this country is 
of prime importance to all business and the national welfare, the public interest 
is not served by proposals which tend to weaken the transportation industry or 
its regulation. Representing as it does all phases of transportation, particularly 
from the viewpoint of regulation, this association has as its primary objective the 
proper administration of the Interstate Commerce Act and related acts. For these 
reasons, the association strongly recommends that the Interstate Commerce Com- 
mission’s budget as amended for fiscal 1959 remain at $18,824,000 and that the 
reduction of $152,400 in H.R. 5916 be removed from this bill by your committee 
before it is reported to the Senate. 

Sincerely, 
W. Lennie Travis. 
GENERAL STATEMENT 


Chairman HaypeEn. Mr. Schmid, you are in support of this. We 
have placed your letter in the record. You may proceed with your 
statement. 

Mr. Scumip. Thank you, Mr. Chairman. 

My name is Bernard Schmid. I am the Managing Director for the 
Commission. Our particular appeal today relates solely to the House 
cut in our pay supplemental. We requested $1,524,000. The 
House allowed $1,371,600, or a cut of $152,400. Our particular con- 
cern at this time is that in the last 2% months of the year we are re- 
quired to absorb the full cost of that cut and do this after having had 


the approval of the Budget Bureau to operate at the higher figure 
throughout the year. 


NATIONAL TRANSPORTATION ACT REQUIREMENTS 


The real impact on our activities concerns the work that we were 
given under the new National Transportation Act passed last year by 
the Congress. Earlier this fiscal year, you will recall that we received 
a program supplemental in the amount of $300,000, which gave us 
some 62 additional people to carry out the work resulting from this 
legislation. 

Chairman Hayprn. That is by new legislation? 

Mr. Scumip. That is correct. 

Chairman HaypEen. You have to do more work? 

Mr. Scumip. That is correct. 

Now, those 62 people were not to be recruited all at one time. In 
other words, we got the 62 people for an average of 6 months but the 
majority of those people were not to be recruited until the latter part 
of this fiscal year because the workload resulting from that new legis- 
lation would actually not hit us until the latter part of the fiscal year. 
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So at the very time when we are planning on recruiting the additional 
people to carry out the provisions of the new law we are faced with 
putting a personnel freeze on in order to absorb this 10-percent cut in 
the pay supplemental. 

Chairman Haypren. Does that mean that the work would not be 
done until after the first of the year or does it mean that you would be 
required to take people off the payroll and pay them terminal leave? 

Mr. Scumip. No; we will not have to take them off the payroll, 
It does mean a deferral of the workload, Mr. Chairman, but some of 
this work cannot be deferred. We must handle it. We have no 
choice. The law requires us to handle it in a certain number of days. 
What it does, it further builds up a backlog which has already reac hed, 
in our opinion a proportion which is not manageable, because in addi- 
tion to the new legislation, we have a continued increase in our regular 
workload approximating about 10 percent a year in our proceeding 
work. 

ee Hayprn. That is complaints filed with the Commission? 

Mr. Scumip. What is that? 

Chairman Haypen. Is that due to complaints filed with the 
Commission? 

GRANDFATHER CASES 


Mr. Scumip. That is correct, sir. For example, under the new 
legislation, we have about 1,000 grandfather cases filed alone, under 
the crandfath:r act which enables carriers formerly exempt from 
econcmic regulation to come in and establish their rights under the 
law. Of course, also in that same new legislation we are faced with 
handlinz applications for Joans by the railroad as well as handling 
applications and petitions filed by railroads Pree the discontinu- 
ance of passenger train service. Some of those things we have to 
handle but we just keep on piling up more and more backlog in the 
work of the Commission. For example, in our Bureau of Ope rating 
Rights, not including new work under the Transportation Act of 1958, 
receipts have increased more than 15 percent over last year and 
notwithstanding an increase of more than 8 percent in dispositions 
our pending load has increased 27 percent. 

Chairman Haypen. I have placed in the record a letter endorsing 
the request for restoration by the Association of Interstate Commerce 
Commission Practitioners. 

I thank you. 

Mr. Scamivt. Thank you, Chairman Hayden. 
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NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 
STATEMENT OF HUGH L. DRYDEN, DEPUTY ADMINISTRATOR 


RESTORATION REQUEST 


Chairman Haypen. National Aeronautics and Space Administra- 
tion requests restoration of the 10 percent cut by the House in their 
pay-cost supplemental in the amount of $335,400. 

Dr. Hugh L. Dryden, Deputy Administrator, is here in support of 
the restoration. 

We will place your letter with the proposed amendment in the 
record, and you may proceed with your statement. 

Mr. Drypen. Mr. Chairman, in order to save your time I will ask 
that this brief statement be placed in the record and will make the 
points very quickly. 

(The information referred to follows:) 


NATIONAL AERONAUTICS AND Space ADMINISTRATION, 

OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 6, 1959. 

Hon. Cart HayYpDeEn, 

Chairman, Committee on Appropriations, 

U.S. Senate, Washington, D.C. 

Dear SENATOR HaypEN: The National Aeronautics and Space Administration 
respectfully requests your favorable action on a recommended change in the 
NASA appropriation item presently carried in the pending Second Supplemental 
Appropriation Act, 1959. <A statement of justification is attached. 

Very truly yours, 
T. Kerra GLENNAN, 
Administrator. 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Change Recommended in NASA Item in the Second Supplemental Appropriation 
Act, 1959, as Reported to the House on March 20, 1959 


SALARIES AND EXPENSES 
RECOMMENDED CHANGE 
Page 42, line 17, strike out “$3,018,600” and insert in lieu thereof “‘$3,354,000”’, 
SUMMARY 


The NASA requests full restoration of the $335,400 reduction recommended by 
the House Committee on Appropriations in the NASA’s request for supplemental 
funds to cover pay act costs arising from enactment of Public Law 85-462, 
approved July 20, 1958. 

Since October 1, 1958, when the National Aeronautics and Space Administration 
was Officially declared in being, the NASA has been operating with a great sense 
of urgency in planning and developing the programs essential to the missions of 
the NASA. With the approval of the Bureau of the Budget, NASA operations 
to implement these programs have been scheduled on the premise that funds in 
a of the pay act costs would be provided by the Congress. 

0 absorb the House reduction within the ‘‘Salaries and expenses” appropriation 
at this time would require a critical reduction of research activities through a 
cancellation of a scheduled recruiting program, curtailment of travel, a cutback in 
the procurement of supplies and equipment, and a reduction in wind tunnel 
operations. This action would be a crippling blow to the entire NASA program. 

While funds appropriated under the ‘Research and development”’ appropriation 
title are technically available to reimburse supply and equipment accounts of 
NASA in-house activities, if such action were required by the necessity of absorb- 
ing a portion of the pay act costs, this action would have an adverse effeet on the 

ASA’s program of contractual research and development. Our funds for this 
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purpose are already marginal and a request for supplemental funds is pending 
before the Congress. 

Your favorable action in restoring the full amount of the House cut will permit 
the NASA to honor its pending commitments under both appropriation titles. 


STATEMENT BY Dr. Huan L. Drypen, Deputy ApMINisTRATOR, NATIONAL 
AERONAUTICS AND SPACE ADMINISTRATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to seek restoration of the $335,400 reduction in NASA’s request for supplemental 
funds to cover costs stemming from the Federal Salary Increase Act of 1958. 

This sum, in the Second Supplemental Appropriation Act of 1959 as passed 
by the House of Representatives, represents a 10 percent cut in NASA’s original 
salary and expenses item of $3,354,000. 

A cut of this magnitude in the salaries and expenses item would be most harmful 
at this critical time in the staffing of the newly established National Aeronauties 
and Space Administration to fulfill its large and important responsibility to make 
the United States a leader in the exploration of space and the application of space 
developments for peaceful purposes. Our plans and actions have proceeded on 
the assumption that the Congress would provide funds to cover the Pay Act costs, 

At NASA we are pursuing space research and development with wartime 
urgency. Our national security is deeply involved in our national space program. 
And if the rewards of space research are to be realized for the benefit of all man- 
kind, this country must lead the way. 

On the other hand, we are equally determined that our space programs should 
rest upon solid fiscal ground. Our fiscal 1959 and 1960 budgets are sound and 
forward looking. The estimates of costs are realistic and as accurate as we 
can make them. 

A vital portion of our work is essential to defense. As you know, the Congress 
created NASA last year to direct all aeronautical and space research and develop- 
ment apart from strictly military projects. However, the legislation stipulates 
that we are to work in harness with the armed services and make available to 
them all discoveries and developments of military interest. 

We are all familiar with the economic possibilities of space exploration, to say 
nothing of the advancement of basic knowledge that will accrue, as brought out 
in extensive testimony from many sources before the congressional committees 
having jurisdiction over aeronautical and space sciences. 

Returning to our request: In order to absorb the House reduction in salaries 
and expenses, we have to cut into our remaining research and development funds 
for fiscal 1959—funds which have already been stretched to the limit. A critically 
needed $20,750,000 supplemental to this item is already before the Congress. 

Research and development constitute the very basis of our work, whether the 
end result is a military or a civilian application of space technology. 

It will be necessary to absorb this reduction in funds from R. & D. because it 
is too late in the year to cut back the salaries and expenses item without canceling, 
among other things, a vital scientist recruiting program, reducing procurement of 
equipment, and limiting wind tunnel operations. 

Your favorable action in restoring the full amount of the House cut will permit 
NASA to honor its pending commitments in the research and development field, 
and carry forward the national space program without interruption. 


GENERAL STATEMENT 


Mr. Drypsen. We are asking restoration of $335,400 which repre- 
sented a 10 percent cut in our original salary and expenses item. We 
are, of course, a new agency established to try to make the United 
States the leader in the exploration of space and application of space 
developments for peaceful purposes. We have made our plans and 
actions on the assumption that Congress would provide the funds to 
cover the pay act cost. 

Now we find it impossible to absorb this within the salaries and 
expenses item because it is too late in the year to do this without 
canceling a vital scientist recruiting program, reducing the procure- 
ment of equipment, and limiting wind tunnel operations. Therefore, 


| 
f 
| 


| 
| 








tk 





<a 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1085 


we would have to take this, if the cut stands, from the research and 
development funds, which constitute the basis of our work, funds 
which have already been stretched; and there is before the Congress 
a supplemental to this item in the amount of $20,750,000. 
We ask your favorable action so that we can under our pending 
commitments carry forward the space program without interruption. 
That, in brief, is the story, Mr. Chairman. 


SUPPLEMENTARY REQUEST 


Chairman HaypEen. You mention a supplementary request before 
the congress. 

Mr. Drypen. This is before the Space Committee for authorization. 

Chairman Hayprn. That is $20,750,000? 

Mr. Drypven. That is correct, yes. 

Chairman Haypen. If that were not allowed you would be in much 
worse condition. 

Mr. Drypen. Yes. We hope that this will be made available 
because it is needed in certain long leadtime items. On our manned- 
satellite program—— 

Chairman Haypen. [ can understand that. But if it is not made 
available until the first of July—— 

Mr. Drypen. That is correct. 

Chairman Haypren. That would be one thing. 

Mr. DrypEeNn. We have to postpone some of the commitments that 
we would otherwise be able to make. 

Chairman Haypen. [ can understand your position as a new agency 
in trying to get set up. You will meet with difficulty by this cut- 
back, but the question is, is there no way of absorbing any of it? 

Mr. Drypen. No way of absorbing any of it. We have four 
authorizations before the Space Committee, the $20,750,000 and this 
amount also. 

Chairman Hayprn. Thank you for your statement. 
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SECURITIES AND EXCHANGE COMMISSION 


STATEMENTS OF EDWARD N. GADSBY, CHAIRMAN ; A. K. SCHEIDEN. 
HELM, EXECUTIVE DIRECTOR; AND FRANK DONATY, BUDGET 
AND FISCAL OFFICER 


RESTORATION REQUEST 


Chairman Haypen. The Securities and Exchange Commission re- 
quests restoration of the 10 percent cut by the House in their pay-cost 
supplemental, in the amount of $63,700. Mr. Edward N. Gadsby, 
Chairman of the Commission is here? J 

Mr. Gapssy. Yes, sir. 

Chairman Haypen. The Chairman of the Commission is here to 
support the resolution. 

Please place in the record your letter and justification and you may 
proceed with your statement. 

(The material referred to follows: ) 


APRIL 3, 1959. 
Hon. Cart HaybDeEn, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 

Dear Senator HaypveEn: The provisions of the second supplemental appro- 
priation bill for 1959, H.R. 5916, effect a reduction of $63,700 incident to the 
financing of increased pay costs of the Commission. I am compelled to appeal 
to your committee from this action by the House of Representatives, since it 
puts in jeopardy activities of this Commission which are essential to the protection 
of the investing public. 

I realize that the amount of the proposed reduction is extremely small in 
terms of your overall appropriation responsibilities. Nevertheless, it is a substan- 
tial amount to this agency, which desperately needs it in order adequately to meet 
the responsibilities assigned to us by the Congress. For reasons stated in the 
attached memorandum, we respectfully urge that the full amount of the proposed 
reduction be restored. 

It should be pointed out that the amount of statutory fees and other revenue 
collected by the Commission is deposited in the general fund of the Treasury. 
The amount of fees to be collected in this fiscal vear is estimated at a minimum of 
$55,000 greater than the Commissicn’s original estimate of $2,473,000, which 
excess offsets almost all of the amount requested to be restored to our budget. 

If deemed desirable by you, the Commission will welcome the opportunity to 
be heard by your committee regarding these changes. 

Sincerely yours, 
Epwarp N. Gapssy, Chairman. 


SECURITIES AND EXcHANGE COMMISSION 


Changes Requested by the Securities and Exchange Commission in H.R. 5916 
as Approved by the House of Representatives on March 24, 1959 


SALARIES AND EXPENSES 


ee budget estimate for 1959, $637,000. 
H.R. 5916 approved by the House of Representatives, $573,300. 


CHANGES REQUESTED 
Page 43, line 7. Delete “$573,300” and insert ‘‘$637,000’’. 


HOUSE REPORT 


“Title II of the bill appropriates funds exclusively for pay increase costs 
arising from laws and administrative actions which have occurred since Congress 
considered the budget estimates at the beginning of the fiscal year. Virtually 
every item in title I also includes funds to finance pay costs. The committee 
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has viewed with considerable concern the fact that the trend in employment in 
Government is upward. The problem is widespread.”’ 


JUSTIFICATION 


The second supplemental appropriation bill for 1959, as approved by the 
House of Representatives, provides $573,300 to finance, in part, increased pay 
costs provided by Public Law 85-462. This amount is $63,700 less than the 
budget estimate recommended to the Congress by the President. 

The reduction of $63,700 represents primarily the denial of funds to fill approxi- 
mately 23 existing vacancies, of which 15 are for the regional offices. The 
curtailment in filling these vacancies will affect seriously the Commission’s two 
largest programs, which involve uncontrollable workload: (1) the investigations 
program including civil and criminal proceedings; and (2) the full disclosure 
program. Both programs involve 19 of the 23 positions, which must remain 
vacant. 

The Commission is very much disturbed at the ever-increasing number of 
fraudulent transactions, which our investigations disclosed in the securities 
markets. On June 30, 1958, there were 937 investigations pending in our files. 
As of March 31, 1959, this number increased to 1,005, despite some increase in 
personnel assigned to this program during the past 9 months. In other words, 
366 new investigations were opened and 298 were closed during that period. 
At present, the staff of the Commission is actively assisting U.S. attorneys in 14 
criminal cases. Also, there is every possibility that the staff will be required to 
assist U.S. attornevs in 16 other criminal cases in the ensuing 3 or 4 months. 

It is quite clear that increased activity in the securities markets has encouraged 
many unscrupulous individuals to formulate numerous phenomenal fraudulent 
schemes, which can be contested only with equally indefatigable efforts of the 
Commission. ‘The reduction approved by the House will require the Commis- 
sion to curtail the filling of 16 positions for the investigations program including 
civil and criminal proceedings. The result will inevitably be some curtailment 
in our enforcement activities, which will be welcomed by the ‘Shuman piranha 
in the securities markets.”’ 

The second program which will be affected by the reduction is our full dis- 
closure program. ‘This is divided into three main work areas: (1) Filed registra- 
tion statements and similar filings; (2) preliminary proxy statements and mate- 
rial filed in proxy contests; and (3) annual and periodic reports. The reduction 
approved by the House will require the Commission to curtail the filling of three 
positions for this program. Although the number of positions involved is not 
large, to prohibit their establishment would have a drastic effect in view of the 
following factors: (1) The proxy season has begun and will reach its height within 
the next several weeks; and (2) the number of registration statements filed for 
the 6 months period ending June 30, 1959, is estimated at 650 in lieu of 500 as 
previously contemplated—a 30 percent increase in 6 months. During the month 
of March 1959, the quarter and 9 months’ period ending March 31, 1959, reg- 
istration statements filed represent the largest number in the history of the 
Commission. 

Work in the first two areas, representing approximately 75 percent of the work- 
load, must be performed on time schedules established by the statutes or the 
rules of the Commission, or requested by the parties. The work in the third 
area involves the review and analysis of annual and periodic reports. At pres- 
ent, there is a delay of several months in such reviews. The curtailment in filling 
the existing three positions together with the anticipated increased workload will 
seriously endanger the existing minimum qualitative standards in the examina- 
tion of registration statements filed and will inevitably result in even further 
delay in the review of the annual and periodic reports including material filed 
in proxy contests. 

The remaining four positions, which must remain vacant, are required to meet 
the increased workload in the investment company and public utility programs 
in the ensuing 3 months. 

Expenses other than personal services have been curtailed drastically commen- 
surate with the minimum requirements for day-to-day operations in order to 
make available maximum funds for personal services. 


38932— 59——_69 
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GENERAL STATEMENT 


Mr. Gapssy. Thank you, Mr. Chairman. 

I, on behalf of my fellow Commissioners and myself and the inter- 
ested members of our staff, am grateful for the opportunity to be 
heard today with respect to the supplemental appropriation for 
financing increased pay costs of the Commission. 

The second supplemental appropriation bill as passed by the 
House of Representatives includes an amount of $573,300 for the 
Securities and Exchange Commission, as compared with the budget 
estimate of $637, 000—a reduction of $63, 700. I will discuss as briefly 
as I can the factors which compel us to ask for full restoration of these 
funds. In relation to your governmentwide appropriation responsi- 
bilities, requested restoration of $63,700 is minute, but it is of utmost 
importance to the Commission. Absorption of this amount during 
the fourth quarter of the fiscal year would require retrenchment at a 
time when staff additions are urgently needed. 

The proposed reduction represents the denial of funds to fill approxi- 
mately 23 existing vacancies of which 15 are in the regional offices, 
Our inability to establish these positions is having and will have se rious 
effects on the two largest programs of the Commission: (1) the in- 
vestigations program including civil and crimilal procedings; and 
(2) the full disclosure program, which includes primarily the examina- 
tion of material filed under the Securities Act of 1933. I shall discuss 
in just a moment the specific factors regarding these programs, but 
first, I would like to explain why the Commission has been gravely 
concerned recently over developments affecting our enforcement 
activities. 

It is very important to bear in mind that the enforcement problems 
now confronted by the Commission are not comparable in degree 
with those with which we have dealt in the past. Our current prob- 
lems are far more complex and difficult than those which we used to 
face. The Commission is compelled to carry on a vigorous, firm, 
and aggressive enforcement activity designed to afford protection 
to the investing public. It is our experience that our work becomes 
more and more intricate as the violators are forced to exercise greater 
ingenuity in order to avoid the impact of our enforcement activity. 


FAKE MINING COMPANIES 


Chairman Haypen. I suppose that statement reads much as we 
read in the press about fake mining companies and different develop- 
ment people that would relieve the public of their money if they were 
allowed to sell stock? 

Mr. Gapssy. Yes, sir. Those problems we have among others. 

We are still encountering situations involving organized fraudulent 
distributions of securities, which demand ceaselessly vigilant efforts 
on the part of our staff to put these operators out of business or behind 
the bars or, preferably, both. 

In addition to these troubles, we are currently very deeply concerned 
about possible manipulative activities in the stock market, and have 
instructed our regional offices, particularly in New York, to give 
especial attention to this phase of our work. Naturally, this involves 
the same personnel in many instances, and increased emphasis on this 
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work can only result in at least temporary deemphasis of other 
enforcement activities. 

Returning to the two programs specifically mentioned a few 
moments ago, | wish first to discuss the urgency of the requested 
restoration of funds in relation to immediate needs of our investi- 
gations program including civil and criminal proceedings. A failure 
to grant the requested restoration will require the Commission to 
curtail the filling of 16 existing vacancies in this program. Our 
present workload is showing an increase in pending investigations 
despite some additional positions for this program since last July 1. 
On that date, there were 937 investigations pending in the files of the 
Commission. As of March 31, 1959, this number had increased to 
1,005 investigations pending. In other words, 366 new investigations 
were opened and 298 investigations were closed during the period 
July 1, 1958, to March 31, 1959. Our objective in this area for this 
year is to close at least as many investigations as there are new investi- 
gations opened—a sort of a hold-the-line policy. There is serious 
doubt that we would be able even to approach this goal under the 
proposed reduction. 


COMPLEX INVESTIGATIONS 


A very serious problem results from the increasing number of com- 
plex investigations which require far more time and effort than the 
normal or general run-of-the-mill investigations that we have ex- 
perienced in the past. Specifically, 75 percent of all investigations 
opened for the 9 months ending March 31, 1959, represented full- 
scale investigations as compared to 64 percent of all investigations 
opened for the 9-month period ending March 31, 1958. 

Although it would be expensive and of doubtful utility to maintain 
records of time spent in and cost of each of the very numerous in- 
vestigations we make each year, we have developed certain informa- 
tion relative to one full-scale investigation recently made, which 
included some assistance rendered to the U.S. attorney. In this 
investigation, which covers 3 or 4 companies, about 67 employees 
(attorneys, investigators, broker-dealer inspectors, and stenographers) 
utilized approximately 6,100 hours at an estimated cost of $25,000 
during the period January 1 to March 31, 1959. Of the total of 6,100 
hours, approximately 500 hours represents paid overtime in the 
amount of $1,600, approximately 600 hours of unpaid overtime, and 
the balance of 5,000 hours represents normal work hours. Bear in 
mind, gentlemen, that this does not include the cost of travel, witness 
fees, and other expenses, nor does it include the cost of personal services 
and other expenses prior to January 1 or subsequent to March 31, 
1959. Final disposition by the court in this case has not been made 
todate. I wish to point out that this case was very important, but 
it was not unusual, and indeed was a reasonably typical example of a 
full-scale investigatory case involving evidence of criminal violations. 


REFERRAL OF CRIMINAL CASES 


During the period July 1, 1958, to March 31, 1959, the Commission 
has referred 36 criminal cases to the Department of Justice. This 
happens to be almost the same number of these cases as we referred 
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to the Department of Justice during the entire 2-year period ending 
July 1, 1958. At present, the staff of the Commission is actively 
assisting U.S. attorneys in 14 criminal cases. We have cases in our 
files which we believe will result in about 16 additional criminal cages 
which, during the ensuing 3 or 4 months, we will send to the Depart. 
ment of Justice for attention. Each of these cases will require the 
close attention of several staff personnel, both in preparing for refer. 
ence and in assisting the U.S. attorneys thereafter. 

The second program which will be seriously affected by the pro- 
posed reduction is our full disclosure program. All work incident to 
this program is administered by the Division of Corporation Finance 
except the examination of regulation A filings, which is done in the 
regional offices. The processing of registration statements and other 
filmgs, and the preliminary proxy statements and the papers filed dur- 
ing proxy contests represent approximately 75 percent of all the work 
of the Division. The work in these two areas must be performed on 
time schedules established by the statutes or the rules of the Com- 
mission, or requested by the parties. The Division had no control 
over the volume of such filings submitted by corporations or individ- 
uals. Both the time schedules to be met and the volume of filings to 
be processed are governed by factors beyond our control. 

The reduction adopted by the House will compel the Commission 
to curtail the filling of three to five existing positions dedicated to this 
program. ‘This fiscal limitation coupled with our current heavy work- 
load will endanger the existing qualitative standards in the examina- 
tion of registration statements and delay further the review of annual 
and periodic reports including material filed in proxy contests. The 
current workload situation in this Division is as follows: 


INCREASE IN FIELD REGISTRATION STATEMENTS 


1. There has been a tidal wave of filed registration statements in 
the 3 months ending March 31, 1959, when there were filed with us 
333 statements involving the dollar amount of $4.8 billion. Of 
these 333 statements involving the dollar amount of $4.8 billion, 171 
were filed in the month of March. 

Chairman Haypren. How do you account for this? 

Mr. Gapssy. Sir? 

Chairman Hayprn. How do you account for this great increase in 
registrations? 

Mr. Gapssy. I can’t account for it by any specific description. 
It is an increase both in investment by manufacturing and other com- 
panies in new facilities and it represents also a substantial amount of 
liquidation of holdings in closely held corporations, that is, witb the 
market conditions as they are, at the present level that is, it is profit- 
able for an owner of a closely held corporation to liquidate his holdings, 
and invest in some other security. 

Chairman Haypren. Does the stock market have anything to do 
with it? 

Mr. Gapspy. The level of the market makes it easier to sell the 
stock. 

Chairman Haypen. I see. 

Mr. Gapssy. Of course we have nothing to do with the level of 
the market itself. 
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ADMINISTRATIVE PROBLEMS 


Comparative statistics may give you some idea of the administra- 
tive problems we face in this respect. The 171 statements I refer to as 
fled in March of 1959, are 69 percent more in number than in March 
1958, and 47 percent more in dollar value. The 333 statements filed 
during the third quarter of fiscal 1959 represent an increase of 43 per- 
cent in number over the comparable period in fiscal 1958 and 35 per- 
cent in value. During the 1959 fiscal year to March 31, 1959, the 
810 statements filed represent an increase of 24 percent in number 
and 15 percent in value over the comparable period in fiscal 1958. 

To meet this volume of work, we have been able to add some posi- 
tions during the fiscal vear to date, and I assure you that we have 
recruited this help just as fast as budgetary limitations permitted. 
However, to give you some idea of how the workload per employee 
has increased, let me go back to 1949. During the entire fiscal year 
1949, 455 registration statements were filed with us as com pared to 
333 during the third quarter of this fiscal year. In fiscal 1949, there 
were approximately 228 positions allocated to the Division of Cor- 
porate Finance as compared to existing Division personnel of 179. 
These comparisons clearly paint a picture. There has been a 260 
percent workload increase over the past 10 vears with an approxi- 
mate 20 percent decrease in personnel in this one area. As the same 
time there have been added responsibilities and increases in workload 
in other areas of the work of the Division since 1949. 

2. For the 9 months period ending March 31, 1959, 1,742 pre- 
liminary proxy statements have been filed. Of this number, another 
tidal wave of 525 statements were filed in the month of March. It 
is anticipated that 300 to 400 more such statements will be filed for 
our review prior to June 30. 


INCREASE IN PROXY STATEMENTS 


Chairman Haypren. What is the cause of this great increase in 
proxy statements? 

Mr. Gapspy. ‘There are a number of reasons for it. There is a 
constant tendency on the part of corporations to publicize their 
activities and solicit proxies for their corporate meetings. The New 
York Stock Exchange, for example, has carried on a constant campaign 
to compel its listed companies to solicit proxies for their meetings 
instead of relying upon management stock. 

Chairman Haypren. That, of course, is a good idea 

Mr. Gapsspy. We are very much in favor of it, sir. 

3. The third work area of the Division of Corporate Finance 
involves the analysis and examination of annual and periodic reports 
of companies whose securities are registered on national securities 
exchanges and those of issuers who have at one time or another offered 
securities to the public. T hese filings ought to be promptly examined 
to determine whether the statutory requirements have been met or 
whether some action by the Commission under the statutes may be 
hecessary. As a result of full utilization of personnel in other work 
areas-in the Division and the increasing complexity of our other 
problems, the examination of these filings has been necessarily deferred, 
and there is presently a delay of several months in such examinations. 
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The remaining four positions, which must remain vacant, are re- 
quired to meet the increased workload in the investment company 
and public utility programs in the ensuing 3 months. j 

Expenses other than those for personal services have been curtailed 
drastically to cover only the minimum requirement for day-to-day 
operations in order to make available maximum funds for personal 
services. For example, we are cutting down on paid overtime, pro- 
motions, travel, supplies, and repairs to equipment. Despite the 
freeze on filling the 23 positions and reduction of other expenses, 
further curtailment as to the replacement of subsequent personnel 
losses and as to travel may be required if uncontrollable expenses are 
incurred in excess of our estimate of cost for witness fees, stenographic 
reporting service, and purchases of transcript prior to June 30. 

I think it is pertinent to point out that the statutory fees and other 
revenues collected by the Commission are deposited in the general 
fund of the Treasury. It is estimated that the fees to be collected 
in the fiscal year will be a minimum of $55,000 greater than the Com- 
mission’s original estimate of $2,473,000, which excess offsets almost 
all of the amount requested to be restored to our budget. 


COLLECTION OF FEES 


Chairman Haypen. I believe it was understood at one time that you 
collected fees enough to pay for this work. Now, how close are you 
to covering this deficit? 

Mr. Gapssy. Our budget this year is $7,700,000. We collect 
about $2% million. This is about a third. There is a bill pending in 
the Senate which would increase the amount of these fees and would 
result in our collecting about $2 million in addition, for a total of 
$4% million out of the $7,700,000. 

Chairman Hayprn. The Commission recommended the enactment 
of that bill? 

Mr. Gapssy. We would support the enactment of that bill; yes. 
We did not file it. It was filed by a Member of the Senate. 

Gentlemen, I wish to sum up my remarks with two brief statements. 

1. Approximately 10 days ago, the Commission reviewed its finan- 
cial requirements for the remainder of this fiscal year and it has found 
that it cannot absorb the proposed reduction of $63,700 and come 
within a reasonable distance of meeting the tremendous workload in 
in the Commission at the present time. 

2. We are proud of the standard of performance of our employees 
and their unswerving determination to get the job done in an orderly 
and expeditious manner. This unselfish devotion to public service 
has caused them to give thousands of hours of unpaid overtime in 
the past year on a voluntary basis—not on any mandate from the 
Commission. We can all agree that voluntary unpaid overtime for 
the professional staff is called for and expected from time to time. 
However, my fellow Commissioners and I cannot stand idly by without 
protest and see loyal, devoted employees slowly but surely killing 
themselves under constant and relentless pressure of work and without 
any prospect of relief through additional help. It is further pertinent 
to point out that, as of January 10, 1959, which was the end of the 
1958 leave year, about 250 employees of the Commission had to forfeit 
a total of approximately 6,500 hours of annual leave. 
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Gentlemen, I do not want to appear to be melodramatic. I have 
given you the plain, cold, hard facts as to our available personnel as 
compared with our workload. Our people cannot work harder or any 
more efficiently. I am not asking for anything except recognition of 
this fact, and a quite inexpensive contribution toward relieving them 
of some of this inhuman pressure. The relatively small amount in- 
volved here, I firmly believe, if not restored to our budget, will result 
in a highly inordinate prejudice to the investing public. 

Mr. Chairman, I, with the help of those of my staff who are with 
me, will be very happy to answer any questions by you or the members. 

Chairman HaypreNn. We thank you for your statement. 

Mr. Gapssy. Yes, sir. 
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SELECTIVE SERVICE SYSTEM 
STATEMENT OF COL. DANIEL 0. OMER, GENERAL COUNSEL 


RESTORATION REQUEST 


Chairman Haypen. The Selective Service System requests restora- 
tion of the 10-percent cut by the House in their pay-cost supple- 
mental in the amount of $216,500. 

General Omer, the General Counsel is here and we will place your 
letter in the record. 

(The letter referred to follows: ) 

NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE SYSTEM, 
Washington, D.C., April 3, 1959. 
Hon. Capt HaypbeEn, 
Chairman, Committee on Appropriations, U.S. Senate. 


Dear Mr. CuatreMan: I would appreciate the opportunity of appearing before 
your committee to request the restoration of the amount of $216,500 to the 
appropriation for the Selective Service System which appears in H.R. 5916, the 
second supplemental appropriation bill for 1959. 

I am indicating below, the page and line of the bill as passed by the House, 
the change which, in my opinion, is essential to permit this agency to carry out 
the functions and responsibilities placed upon it by law. If this amount is not 
restored it will be necessary to furlough a number of our employees, including 
local board clerks. 

On page 43, line 9, strike out “‘$1,948,500” and insert in lieu thereof ‘‘$2,165,000”. 

Sincerely yours, 
Lewis B. HERsHEY, Director. 


GENERAL STATEMENT 


Colonel Omer. Thank you, sir. The restoration of the $216,500 
cut by the House of Representatives from the supplementary funds 
requested to finance the pay raise enacted by the previous Congress is 
vital to the proper accomplishment of the several missions and respon- 
sibilities of the Selective Service System. 

Of the funds obligated by selective service 85 percent is for personnel 
services and other directly connected costs such as retirement in- 
surance and social security. In addition, 10 percent is obligated for 
such inflexible items as selective travel and penalty mail with com- 
munications services, leaving less than 5 percent for all other purposes. 
Three quarters of the total funds used by selective service are allocated 
to the local boards. If restoration is not made we have no alternative 
but to place employees on a leave without pay or furlough basis. 
This can only result in closing local board offices. In the Selective 
Service System, including every office of the system, the average is less 
than one and one-fourth full-time employees per office. 

Chairman Haypen. The total amount under payroll apparently 
then would be $2,165,000. 

Colonel Itirr. $2,165,000 was the amount. 

Chairman Haypen. How much of that is payroll in Washington 
and how much in the field? 

Colonel In1rr. Less than 5 percent in Washington. 

Chairman Haypen. How much? 

Colonel Iuirr. Less than 5 percent. 
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EFFECT ON FIELD OFFICES 


Chairman Haypen. Then this cut 
Selective Service System throughout th 
Colonel ILirr. Yes, sir. 
Chairman Haypen. I wasn’t aware that there was so large a per- 
cent. Most agencies build up a Washington office but apparently —— 
Colonel [u1rr. We are on a decentralized basis. The bulk of our 
ersonnel have always been in the field. You see, we have local 
ed offices. 


uffects the field offices of the 
e United States? 


HISTORY OF THE SELECTIVE SERVICE 


~ Chairman Haypern. I have always been interested in the Selective 
Service System, because I was very well acquainted with the Member 
of the House of Representatives who conceived the idea. It was 
Representative Schellenberg of Nebraska, who had been Governor of 
that State. He had time to think about it because I remember him 
telling me one day that, this is a long time ago, of course, in the 1920’s, 
that the only agency of the Federal Government with whom his people 
had any contact was rural mail carriers. There are numerous agencies 
that we now have that were not in existence in those days. And he 
read history, saw that there were draft riots in the north and in the 
south during the Civil War, the method then was to place names, 
draw by lots and then the military went out and got the man. His 
theory was, and has proved sound ever since, that the hand of the 
military should not be laid upon the man until after his own people 
in his own community had selected him and sent him to camp. That 
was a completely new idea with respect to the draft. The result is, 
of course, as you say, that the expenditures are in the States and not 
here in Washington. 
Thank you for your statement. 
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VETERANS’ ADMINISTRATION 
STATEMENT OF MR. SUMNER G. WHITTIER, ADMINISTRATOR 


INCREASED WacGE Boarp Costs 


Chairman Haypren. The Veterans’ Administration has six items in 
the bill. Three items were allowed in full by the House and three 
items were reduced. I understand that you feel these reductions 
will be acceptable. 

We have also a new supplemental request, not considered by the 
House, to add $1,196,000 to the item for ‘Inpatient care’ to meet 
increased wage board costs. 

Mr. Whittier, the Administrator is here. 

Will you place your letter with the supplemental estimate in Senate 
Document No. 20 and your justification, and you may proceed with 
your statement. 

(The information referred to follows:) 


Apri 7, 1959. 
Hon. Cart Haypevy, 
Chairman, Senate Appropriations Committee, 
U.S. Senate, Washington, D.C. 

My Dear Senator Hay ven: We are in receipt of a verbal request from Mr. 
Earl W. Cooper, your staff assistant, concerning our reaction to supplemental 
appropriation amonts provided for the Veterans’ Administration in H.R. 5916 
as passed by the House of Representatives. Due to the realization of reduced 
operating costs in some of our nonmedical activities, we feel that the adjustments 
proposed by the House will be acceptable. 

I wish to point out, however, that the amount included in H.R. 5916 for the 
appropriation “Inpatient care’? covers only wage board increases approved 
through October 31, 1958. Increases approved between that date and February 
28, 1959, amount to $1,196,000. [ am advised that the Bureau of the Budget 
plans to sibmit an amendment to the Senate covering these additional increases. 
This amendment would adjust the amount provided for inpatient care in H.R. 
5916 from $47,455,000 to $48,651,000. 

I will be pleased to appear before your committee with respect to this additional 
requirement or our total supplemental needs at any time you desire. 

Sincerely yours, 
Sumner G. WuittiER, Administrator, 


SUPPLEMENTAL ESTIMATE IN SENATE DocuMENT No. 20 
(P. 6) 


Velerans’ Administration 











H. Doc. House Revised 
58, Heading document estimate Increase 
p.— estimate 
NE Es, Si ccinktccaacdabaeoe | $47, 455,000 | $48,651,000 | $1, 196, 000 


This additional amount is to meet the cost of increased rates of pay for wage 
board employees whose salaries are determined in accordance with prevailing 
rates. It covers increases allowed during the period from November 1, 1958, to 
February 28, 1959, and is in addition to the estimate transmitted to the Congress 
on February 11, 1959 (H. Doc. 58). 

On March 27, 1959, this appropriation was reapportioned, pursuant to section 
3679 of the Revised Statutes, as amended, on a basis which indicated a necessity 
for a supplemental estimate. This action was reported to the Congress by the 
Director of the Bureau of the Budget on that date. 
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GENERAL STATEMENT 


Mr. Wuirrtrer. Well, Mr. Chairman, you have basically stated the 
situation. 

The House resolution recommended several reductions in our 
original request in the amount of $1,355,000. However, some savings 
in operating costs have been re alized since the original estimates for 
these appropriations were submitted to Congress and we do feel that 
with these savings together with stringent controls for the balance 
of the year we will be able to accept ‘the adjustments as made by 
the House. 

Chairman Haypen. You will be able to absorb all the House cuts? 

Mr. WuittierR. That is correct, sir. 

As you pointed out, there is only one thing that we are requesting. 
And that is the wage board increases from November 1, 1958, through 
February 28, 1959. These additional increases, costing $1,196,000, 
were approved. The Bureau of the Budget has therefore transmitted 
an amended supplemental request. Consistent with that request, we 
ask that the amount which appears on page 20 in lines 18 and 19 of 
H.R. 5916 be changed from $47,455,000 to $48,651,000. 

The Veterans’ Administration will be certainly pleased to furnish 
you with any further information if you desire. 


WAGE BOARD ACTIVITY 


Chairman Hayprn. Another member of this committee inquired 
with respect to this wage board activity. Is there any particular 
way that you can predict when a wage board increase is liable to 
hit you? 

Mr. Wuirrier. It occurs constantly, sir. 

Chairman Haypren. Have you been getting wage board increases 
year after year? 

Mr. WuirtierR. Yes, sir. 

Chairman Haypren. Ever get them more than once in a year? 

Mr. WuirtierR. Yes, sir. 

Chairman Haypen. In other words, it depends upon the local 
conditions wherever your people are employed? 

Mr. Wuirtrer. That is true. 

Chairman HayprEn. Raising the wages of other comparable employ- 
ment. Then you have to meet it and the w age board meets and tells 
you so, is that it? 

Mr. Wuirtier. That is correct, sir. 

I presume possibly because we are so widespread and because of the 
type of employment. We have some 125 wage areas which affect us 
and I think that that perhaps is the explanation as to why we have so 
many. 

TYPE OF LABOR INVOLVED 


Chairman Haypren. What type of labor is it that is affected by the 
wage board? 

Mr. Wuirtier. Laundry, and kitchen workers, maintenance people. 
We have, as you know, some 171 hospitals spread from one coast to 
the other. T hey are in many different areas. 
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Chairman Hayprn. Does it take about as many people to run a 
hospital as you have patients in it? 

Mr. Wuirtrer. In some instances it may take more. 

Chairman Haypren. You have absolutely no choice in this matter, 
do you? 

Mr. Wurrtier. We have no choice, sir. 

Chairman Haypen. How soon does a wage board get a notification 
of a wage board increase to be put into effect? 

Mr. Wairtrer. Within 45 days. 

Chairman Haypren. You say 45 days? 

Mr. Wuirttrr. That is the requirement of the law. From the time 
the wage board survey is authorized, the law requires that we then 
make the adjustment. 

Chairman Haypren. You do that the 1st and the 15th of the month? 

Mr. Rosentua. No, sir, the law requires, Mr. Chairman, that 45 
days after the survey is authorized, any wage board increase be made 
effective. There is no discretion on the part of the agency as to the 
effective date of the wage board increase. That is prov ided by statute. 

Chairman Haven. Then a monthly payroll could be affected dur- 
ing the month, that is what I am trying to get at. 

Mr. Rosentwat. Yes, sir. It is affected practically every week be- 
cause we have so many wage board areas throughout the country. 
These wage boards constantly are adjusting pay scales for what we 
call the blue collar workers, maintenance, kitchen helpers and so on 
that these wage board increases come up constantly. 

Chairman Haypen. Of course some jobs are absolutely comparable. 
Others are not, limagine. But they are similar but not exactly alike. 

Mr. Wuirttter. I believe that is true, sir. 

Chairman Haypen. In cases of that kind there must be a certain 
amount of estimating done by the wage board. 

Mr. Rosentuat. The wage boards are local boards that meet in 
the community and they are required to set the rates for these occupa- 
tions in accordance with the prevailing rates in the community. 

Chairman Haypen. Yes. 

Mr. RosentuHat. And they try to find as nearly comparable jobs 
in as nearly comparable installations as they can in order to make 

wave board comparisons. 

Chairman Haypen. When something is nearly comparable, you have 
to make percentage increase, you could in some instances give the 
Government the benefit of the doubt as to a percent, or you could 
give the worker the benefit of the doubt. Which way do they do it? 

Mr. Rosentwat. Mr. Chairman, that is beyond our control. They 
do it according to their best judgment as to what the prevailing rate 
in the community might be. 

Chairman Hayven. That is entirely a matter of the wage board’s 
judgment and then you follow it, is that correct ? 

Mr. Rosentuat. That is correct, sir. 

Chairman Haypen. There isno alternative at all. 
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U.S. INFORMATION AGENCY 


STATEMENT OF JAMES E. HOOFNAGLE, ASSISTANT DIRECTOR, AD- 


MINISTRATION, ACCOMPANIED BY ROBERT R. EVANS, DEPUTY 
BUDGET OFFICER 


AMENDMENT REQUESTED AND JUSTIFICATION 


Chairman Haypen. The next item concerns tiw U.S. Information 
Agency. 2 

he supplemental estimate for increased pay costs was $3,397,000. 
The House allowed $3,057,300, a reduction of $339,700, and the Agency 
hat only $232,925 be restored to the House bill as the balance 

s Se : 3 . . . 
of the cut, $106,775 can be absorbed through savings in operating 
costs related to the delay in construction of overseas radio facilities. 


The letter on the amendment requested and the supporting justifi- 
cation will be placed in the record. 


(The information referred to follows :) 


U.S. INFORMATION AGENCY, 


Washington, D.C., April 2, 1959. 
Hon. CarR HAYDEN, 


Chairman, Appropriations Committee, U.S. Senate, Washington, D.C. 


Deak SENATOR HAYDEN: It is respectfully requested that your committee 
amend title II of H.R. 5916, “An act making supplemental appropriations for 
the fiscal year ending June 30, 1959, and for other purposes.” 

The House allowance for U.S. Information Agency increased fiscal year 1959 
pay costs is $3,057,300—$339,700 less than the $3,397,000 requested in the Presi- 
dent’s supplemental budget. The Agency requests restoration of $232,925 of this 
reduction for a revised total supplemental appropriation of $3,290,225. It pro- 
poses to absorb $106,775, which represents current year savings in operating 
funds related to the postponement of overseas radio construction projects. 
These savings occurred after submission of the President’s supplemental budget, 
and can be applied to reduce the amount of new funds required for increased pay 
costs. 

A review of the Agency’s experience through February and of requirements for 
the remainder of fiscal year 1959 confirms the original estimate of amounts 
needed to meet increased pay costs. At this late point in the fiscal year, it would 
be impossible to effect sufficient savings through suspension of recruitment or 
other restrictions upon employment to absorb the full amount of thé House 
reduction. The alternative would be curtailment of planned program activities, 
which we believe would be particularly undesirable in this period when Agency 
responsibilities in connection with the Berlin situation, the forthcoming con- 
ference of foreign ministers, and a possible summit meeting put a heavy burden 
on existing resources. 


I will be available to appear before your committee with members of my staff 
to discuss this request for restoration. 
Sincerely, 


GEORGE V. ALLEN, Director. 
TiTLe II—INCREASED Pay Costs,, U.S. INFORMATION AGENCY 


Supplemental estimate, 1959_.....__................___________ ss $8, 397, NNO 
House allowance, 1959__.-._.___.________. tS S ee 1 3, 057, 300 


AMENDMENT REQUESTED 


_ The Agency requests the following amendment : 
Page 43, line 23, strike out “$3.057,300" and insert “$3,290,225,” an increase 
of $232,925 in the appropriation for salaries and expenses. 
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JUSTIFICATION 


The restoration of $232,925 of the reduction of $339,700 made by the House 
in the original estimate of $5,397,000 for increased pay costs included in the 
second supplemental appropriation bill, 1959, is requested to avoid curtailment 
of Agency programs. 

At the close of business February 28 (date of the latest complete accounting 
reports), the Agency had obligated 67.6 percent of its available funds—slightly 
more than would have been obligated in an 8-month period on a monthly average 
basis. Current calculations of the actual costs of pay act increases indicate 
that these costs will total at least the $3,397,000 originally requested in the 
supplemental appropriation request. 

As an offset to the amount estimated, however, the Agency proposes to apply 
savines of $106,775. These savings represent 1959 operating costs which were 
planned for the last portion of this fiscal year in connection with the construction 
of overseas radio facilities. Delay in the scheduling of these projects will make 
$106,775 available to absorb a portion of the pay act costs. 

In summary the requirement of the Agency is as follows: 





Nee ee eee ee nk tek een mmememnin $3, 397, 000 
I | Re Greene 002 Smee be 7a ee nae eee ee ee —106, 775 

I cette re cbt es eebbiaaniieey 3, 290, 225 
Nee ee ee ata eaithc ts eilesinn daieecrchiomaniauoa iS wneminkemesiied —3, 057, 300 





Requested restoration 232, 925 


The House reduction occurs so late in the fiscal year that it would not be 
possible to effectuate necessary savings by applying employment restrictions, 
If the House cut stands, no alternative remains for funding the deficit but to 
reduce presently planned programs, which include such itenis as the printing of 
extra copies of the Polish edition of the magaz'ne, America flustrated, for 
use in connection with the Peznan Fair; showings of scientific and cultural 
exhibits: servicing of field requests for films, books, photo material: and so 
forth. The Agency believes that it should not be obliged so to curtail its 
programs at this point in the fiscal year, especially at a time when it is obli- 

gated to explain to people throughout the world this Government’s position 
a connection with the Berlin crisis, and when Red China’s suppression of 
Tibet offers the Agency valuable opportunities for dissemination of facts about 
the nature of communism. 


RESTORATION OF HOUSE REDUCTION 


Chairman Haypen. Mr. Hoofnagle, we will be pleased to hear from 

ou. 

Mr. Hoornaate. All right, sir. 

Mr. Chairman, the Information Agency, as you have indicated, i 
requesting this committee to restore $232,925 of the disallowance - 
the House. It is requested in order to avoid interruptions of program 
activities planned or currently underway in this fiscal year. 

At this date in the fiscal year it is not possible to effect a decrease in 
personnel, in employment or the other general operating expenses in 
order to meet the reduction made by the House of Representatives. 
The method available to the Agency to meet the reduction would be 
to discontinue planned projects and programs. And at this date our 
choice of items to be reduced is limited and would be disruptive to a 
number of activities. If the Agency is required to make the reduction 
inherent in the House allowances, we would consider discontinuing 
allocations for films, certain @xhibits, such ‘as scientific exhibits on 
outer space developments, and for other exhibits and shows, such as 
“The Family of Man.” 

Chairman Haypen. Now you are answering the question I w ranted 
to ask of how did you arrive at the $106, 175 figure trying to offset 
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about 31 percent of the House reduction; is that correct? Will you 
give us that ¢ 

Mr. Hoornacie. Mr. Chairman, this savings which we suggest be 
applied to the cost of these pay increases arises from the fact that 
planned construction of radio facilities overseas is not proceeding on 
schedule and therefore this amount in operating expenses is available 
to apply to the cost of the pay act increases. 

Chairman Haypen. Is it entirely in this radio construction that we 
are going to make a saving ¢ 

Mr. Hoornacie. Yes, sir, in the operating cost, not in the radio 
construction itself. The radio construction is separately budgeted 
and is not in our appropriations for salaries and expenses. However, 
we had in our expenses an appropriation for all salaries and expense 
funds for cost of additional people who would work on this radio con- 
struction project overseas which have been delayed. 

Chairman Haypen. That is what I would like to know. What part 
of this year’s appropriation is being held in reserve ? 


FUNDS IN RESERVE 


Mr. Hoornacie. The only amount that has been held in reserve to 
this date is the $106,775 which was to be used for this activity. 

Senator ELLenper. In other words, you are supposed to have those 
facilities advanced far enough whereby some of them would become 
available and this $106,000 was to pay for the operation of some of 
these facilities, if and when they were completed ? 

Mr. Hoornacte. It was not for the operation but for the drawing of 
plans and the development incident to construction. We had not 


planned 


Senator ELLENDER. Why were you delayed in the expenditure of all 
of the funds provided ? 

Mr. Hoornacie. Because we had not been able to work out agree- 
ments with host countries in accordance with the schedule which we 
had planned overseas. 

Senator ELLENpER. Do you mean for establishing radio facilities 
overseas ¢ 

Mr. Hoornacie. For additional radio facilities overseas for the 
relay of the Voice of America. 

Senator ExLtenper. Is this whole amount that you are asking for, 
and of which the House allowed you all but 10 percent due strictly 
to the increase in pay ? | 

Mr. Hoornacte. Correct, sir. 

Senator ELLenper. The entire amount, that is $3,397,000 is at- 
tributable to pay act cost ? 

Mr. Hoornacie. Correct. 


Chairman Haypen. Is there any program scheduled for cutback 
during this fiscal year ? 





EFFECT OF DISALLOWANCE OF FUNDS 


Mr. Hoornacue. If the committee does not restore the amount re- 
quested, $232,925, the agency will at that time have to consider what 
program activities to cut back, whether it be the production of films 
that are planned, or exhibits, or to slow down the flow of books and 
materials to our libraries and other installations overseas. 
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Senator ELtenper. Of course I could show you personally where 
you could do a great amount of cutting back in South and Central 
America, as you may have seen from my report. 

Mr. Hoornaate. Yes, sir; I have read your report. 

Senator ELLenver. However, if you would cut those staffs back, 
the cost of bringing the people home and giving them the allowances 
due would probably amount to more than you are now requesting. 

Mr. Hoornacte. You are quite correct. At this date in the year 
if you were to separate people, as you have pointed out, the cost of 
their terminal leave and all would more than offset any saving there 
might be. 

Chairman Haypen. If there are no further questions, thank you 
for your statement. 

Mr. Hoornacie. Thank you, Mr. Chairman. 
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DEPARTMENT OF STATE 


PAN-AMERICAN GAMES 


STATEMENT OF HON. EVERETT McKINLEY DIRKSEN, A UNITED 
STATES SENATOR FROM THE STATE OF ILLINOIS 


GENERAL STATEMENT 


Chairman Haypen. Senator Dirksen, I think we will hear you now. 

Senator Dirksen. Mr. Chairman, I feel a little strange sitting on 
this side of the committee table, but I am delighted to see that at long 
last the prestige and the importance and the influence of this commit- 
tee has merited a committee room that is worthy of the position of 
this committee in the fiscal affairs of the country. 

Senator ELLeNpER. We have five. You should see the others. 

Senator Dirksen. I quit this committee too soon. 

Senator Erienper. We have one which is larger than the caucus 
room in the Old Senate Office Building; however, we do not use it. 

Senator Dirksen. Mr. Chairman, on March 23 the House passed 
H.R. 2575 and the bill, without amendment, was passed by the Senate 
this afternoon. It will from there go to the White House for signa- 
ture and other things being equal, should be signed by the President. 

Senator Magnuson. This isthe pan-American games? 

Senator Dirksen. That is right. . 

In it is authorization for a request for $500,000 by way of Federal 
participation to expenses of the pan-American games to be held in 
Chicago this fall. ‘These games come every 4 years. The first games 
were held in Buenos Aires, the second series in Mexico City. 

Now it is our turn. Originally they were going to take these games 
to Cleveland. They did not have the facilities. They asked for $5 
million. Difficulties developed and even their group that was ar- 
ranging to sponsor the games was having some trouble. 

I would rather not allude to that, however, except merely to say 
that the end thought was to transfer the locale to Chicago. 

So we are asking for $500,000, the money to be used to pay lodging 
or a part of lodging and the food and the transportation costs of 
the estimated 2,000 athletes who will come here from all over the 
Latin American countries. 


ORGANIZATION OF AMERICAN STATES 


Incidentally, tomorrow is the 69th anniversary of the Organization 
of American States. 

A great testimony to durability of that organization and to the great 
work that it has done to develop a family spirit in this hemisphere. I 
know of no better way to carry on that spirit and to heighten and to 
accelerate it than to bring all their youngsters up here, some 2,000 
in number, to participate in competitive sports in the Soldiers’ Field 
in Chicago. 

That field incidentally holds a little over 100,000. 

Now, they are allowed $3 a day and, of course, $3 a day is not going 
to go very far in taking care of food, lodging, and transportation for 
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Senator Extenper. Of course I could show you personally where 
you could do a great amount of cutting back in South and Central 
America, as you may have seen from my report. 

Mr. Hoornacte. Yes, sir; I have read your report. 

Senator ELLenper. However, if you would cut those staffs back, 
the cost of bringing the people home and giving them the allowances 
due would probably amount to more than you are now requesting. 

Mr. Hoornacte. You are quite correct. At this date in the year 
if you were to separate people, as you have pointed out, the cost of 
their terminal leave and all would more than offset any saving there 
might be. 

hairman Haypven. If there are no further questions, thank you 
for your statement. 

Mr. Hoornactie. Thank you, Mr. Chairman. 
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DEPARTMENT OF STATE 


PAN-AMERICAN GAMES 


STATEMENT OF HON. EVERETT McKINLEY DIRKSEN, A UNITED 
STATES SENATOR FROM THE STATE OF ILLINOIS 


XENERAL STATEMENT 


Chairman Haypren. Senator Dirksen, I think we will hear you now. 

Senator Dirksen. Mr. Chairman, I feel a little strange sitting on 
this side of the committee table, but I am delighted to see that at long 
last the prestige and the importance and the influence of this commit- 
tee has merited a committee room that is worthy of the position of 
this committee in the fiscal affairs of the country. 

Senator ELLeNpEer. We have five. You should see the others. 

Senator Dirksen. I quit this committee too soon. 

Senator Exienper. We have one which is larger than the caucus 
room in the Old Senate Office Building; however, we do not use it. 

Senator Dirksen. Mr. Chairman, on March 23 the House passed 
H.R. 2575 and the bill, without amendment, was passed by the Senate 
this afternoon. It will from there go to the White House for signa- 
ture and other things being equal, should be signed by the President. 

Senator Magnuson. This isthe pan-American games? 

Senator Dirksen. That is right. 

In it is authorization for a request for $500,000 by way of Federal 
participation to expenses of the pan-American games to be held in 
Chicago this fall. These games come every 4 years. The first games 
were held in Buenos Aires, the second series in Mexico City. 

Now it is our turn. Originally they were going to take these games 
to Cleveland. They did not have the facilities. They asked for $5 
million. Difficulties developed and even their group that was ar- 
ranging to sponsor the games was having some trouble. 

I would rather not allude to that, however, except merely to say 
that the end thought was to transfer the locale to Chicago. 

So we are asking for $500,000, the money to be used to pay lodging 
or a part of lodging and the food and the transportation costs of 
the estimated 2,000 athletes who will come here from all over the 
Latin American countries. 


ORGANIZATION OF AMERICAN STATES 


Incidentally, tomorrow is the 69th anniversary of the Organization 
of American States. 

A great testimony to durability of that organization and to the great 
work that it has done to develop a family spirit in this hemisphere. I 
know of no better way to carry on that spirit and to heighten and to 
accelerate it than to bring all their youngsters up here, some 2,000 
in number, to participate in competitive sports in the Soldiers’ Field 
in Chicago. 

That field incidentally holds a little over 100,000. 

Now, they are allowed $3 a day and, of course, $3 a day is not going 
to go very far in taking care of food, lodging, and transportation for 
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these youngsters. If they are in schools obviously they have no money, 
Some of them doubtless will. 

But it will be a big load on the city if it had to undertake the entire 
cost in view of the fact that it is undertaking a considerable cost al- 
ready. It must install these swimming facilities for the swimming 
contests. It must make other installations. 

There is the festooning and decoration of the city and everything 
else that goes with it. 

I pointed out on the floor that when you get a great influx of visitors 
the city is going to have to encumber itself with a lot of traffic police- 
men to see that traffic is expedited and that people are properly di- 
rected, and so forth. 

So they will undertake their full share, both city and county, and 
I think the State as well, because State facilities and services wherever 
necessary will be loaned. 

So this is Federal participation for $500,000. 

Senator Macnuson. No one ever did mention on the floor here when 
these games were to be held. 

Senator Dirksen. From August 27 to September 7 of this year, 
1959. They are held every 4 years. 


CONTRIBUTION BY CITY OF CHICAGO 


Senator Exitenper. Have you an idea of the amount to be contri- 
buted by the city of Chicago or Cook County. 

Senator Dirksen. As individuals, Senator Ellender, all of the en- 
tertaining, and there will be lots of it, testimonial luncheons and din- 
ners, that comes out of the pockets of the private citizens there. 

The Cook County Board and the park board and the city of Chi- 
cago all taxing bodies will have to pool their resources to provide all 
the necessary facilities. 

Senator ELLenver. I presume that since this will bring many peo- 
ple to Chicago and much money that the business people will con- 
tribute ? 

Senator Dirksen. Very definitely so. 

Now, a point was raised in connection with this resolution as to 
what would happen if any of the funds were not expended. There is 
a provision in the bill that after an audit funds not expended shall 
be returned to the Federal Treasury. That is the sum total of it. 


BUDGET BUREAU APPROVAL 


When I went before the Foreign Relations Committee to testify on 
this bill I was rather gingerly chided a good deal on the theory that 
being somewhat of a balanced budgeter and economizer here I was ask- 
ing for money. I took the precaution to have this cleared with the 
Budget Bureau and it has the sanction of the Budget Bureau. 

It has the approval of the Department of State. I am certain it 
has the warm approval of the President of the United States, also. 

Senator Exitenper. Your optimism has not stretched to the point 
where you think there will be some money coming back to the Treasury 
out of the $500,000 ? 

Senator DixsEn. I am not optimistic on that score, not at all. I 
suppose if I were running the show I would probably find some way 
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to spend it to make sure that when those boys go back home they will 
o back with the finest, most durable impression of the host country. 

hat is important and well worth investment. 7 

This is, after all, an investment in good will. 

Senator Exxenper. I wish we could have more, Senator Dirksen. 

Senator Macnuson. What department would this be allocated to? 

Senator Dirksen. The State Department, because among other 
things, you have to defray some personnel cost for the State because 
they are going to have to send some of their people out there to serve 
as hosts, as guides, and that sort of thing. 

It is not unlike having a distinguished visitor. 

I had the President of Ireland out in Illinois recently, so there were 
quite a number of members of the State Department who had to be 
along to make arrangements relating to transportation, to make sure 
that all the funds that had been planned were according to Hoyle 
and properly carried out and so forth. 

With that number there will have to be State Department personnel 
there and the funds will be directed toward them. 

So, Mr. Chairman, there is not a great deal more, it seems to me, 
that I can add to a proposal that seems to be warmly endorsed. 

Since it has been approved it is necessary in order to do any good 
that this be incorporated in the supplemental appropriation. It can- 
not wait. 


JUSTIFICATIONS 


Senator Extenper. Do you have the justifications? 

Senator Dirksen. No. I wanted to make sure that the committee 
would not conclude its labors today before I had a chance. I did 
not know how close you were getting to the end of the supplemental 
consideration. 

Senator Magnuson. Will we get a letter from the Department or 
Budget Bureau ¢ 

Senator Dirksen. I can do it, or I can ask Mr. Kennedy or Mr. 
Scott, or anybody, to clear with the State Department and see that the 
full story is laid before you. 

Senator ELLenper. It ought to be in the record. 

The justification referred to appears on p. 1107. 
nator Dirksen. I agree. I think also a letter from the Bureau 
of the Budget should accompany the letter at the same time. 

So if there is nothing else to ask from me I am delighted to keep 
my remarks on the short side in the hope that the brevity will stir the 
wills of generosity and these funds will be forthcoming. 

Senator Extenper. As far as the committee is concerned you would 
get $500,000 plus if you asked for it. 

Senator Dirksen. I am deeply grateful to my esteemed friend 
from Louisiana. 

Mr, Chairman, I thank you for the opportunity to intervene ahead 
of the other witnesses. I do wish to have the record show that I am 
speaking here also in behalf of Senator Douglas. 

Mr. Chairman, I ask unanimous consent to have included in the 
record, following my testimony, the remarks I made in the Senate 
chamber at the time I introduced (for myself and Senator Douglas) 
a bill (S. 498) to authorize the appropriation of $500,000 to be spent 
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for the purpose of the pan-American games to be held in Chicago, Ill 
(The matter referred to follows :) ; 


{From the Congressional Record, Jan. 17, 1959] 


FUNDS FOR PAN AMERICAN GAMES 


Mr. DirKsSEN. Mr. President, on behalf of myself and the senior Senator from 
Illinois Mr. Douglas], I introduce, for appropriate reference, a bill to authorize 
the appropriation of $500,000 for the purpose of promoting and insuring the 
success of the pan-American games to be held at Chicago, Ill., August 27 through 
September 7 of this year. 

The pan-American games are held every 4 years under the direction of the 
Pan American Sports Organization. The member countries are those countries 
of the Americas whose national Olympics committees are members of the Inter- 
national Olympic Association. 

At present, countries eligible for participation in the games are Argentina 
Bahamas, Bermuda, Bolivia, Brazil, Canada, Colombia, Costa Rica, Cuba, Chile, 
Dominican Republic, Dutch West Indies, El Salvador, Guatemala, Honduras, 
Jamaica, Mexico, Panama, Paraguay, Peru, Puerto Rico, Trinidad, United States 
of America, Uruguay, and Venezuela. It is probable that before the games take 
place Ecuador, Haiti, and Nicaragua will be added to the list of eligible countries, 

The games program includes some 20 sports, in 7 of which there will be com- 
petitions for both men and women, consisting of baseball, basketball, boxing, 
cycling, equestrian, equestrian polo, fencing, gymnastics, modern pentathlon, 
rowing, shooting, skeet, soccer, swimming, tennis, track and field volleyball, 
water polo, weightlifting, wrestling, and yachting. 

Plans for the games are thus far incomplete, and precise budget estimates 
of the use of Federal funds are not yet available. It is, however, anticipated 
that a detailed justification will be submitted for consideration by the Com- 
mittee on Appropriations of both the House and Senate before any funds are 
actually appropriated pursuant to this authority. Funds appropriated will be 
expended in the discretion of the organization sponsoring the games, subject to 
such audit as may be prescribed by the Comptroller General of the United States. 

Sports facilities of the Chicago area will be used, including Soldier Field 
and the athletic facilities of Northwestern, Loyola, Chicago, and De Paul Uni- 
versities. None of the funds authorized will be used to finance the building in 
Chicago of facilities which will be available for the recreational use of the city 
of Chicago after the games. 

It is estimated that approximately 2,000 athletes will participate in the games. 

The bringing together in friendly sports of 2,000 of tomorrow’s leaders in the 
countries of the Western Hemisphere, under circumstances where they are going 
to come to know and understand one another better, is desirable from the point 
of view of U.S. foreign policy. The Department of State has indicated its ap- 
proval of support of the games under the sponsorship of the city of Chicago 
in such amount as determined to be appropriate by the Congress. 

President Fisenhower, in addressing Mayor Richard J. Daley, of Chicago, in 
accepting the chairmanship of the honorary committee for the Chicago pan- 
American games, recognized the games as a “clear opportunity to enhance our 
good relations with our neighbors in the hemisphere.” 

Mr. President, the success of the pan-American games in Chicago this year 
will certainly make a substantial contribution to the relations between the 
United States and other American Republics. 

The Presmpinc Orricer. The bill will be received and appropriately referred. 

The bill (S. 493) to authorize the appropriation of $500,000 to be spent for the 
purpose of the pan-American games to be held in Chicago, Ill., introduced by Mr. 
Dirksen (for himself and Mr. Douglas), was received, read twice by its title, and 
referred to the Committee on Foreign Relations. 
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LETTER FROM DEPARTMENT OF STATE 


DEPARTMENT OF STATE, 


Washington, D.C., April 14, 1959. 
Hon. CARL HAYDEN, 


Chairman, Committee on Appropriations, 
U.S. Senate 


Deak Mr. CHAIRMAN: The Bureau of the Budget has advised the Department 
of State that it has approved the submission to the Congress of a supplemental 
estimate for fiscal year 1959 in the amount of $500,000 in accordance with the 


authorization contained in H.R. 2575, a bill to authorize the appropriation of 


$500,000 to be spent for the purpose of the III Pan American games to be held 
in Chicago, Ill. 

Approval of an appropriation in the amount of $500,000 would help to offset 
some of the costs that will be incurred by the sponsoring organization in the city 
of Chicago acting as host to the Pan American games which are scheduled to take 
place beginning the latter part of August of this year. Early enactment of such 
an appropriation would permit the city of Chicago to make firm plans. 

The Pan American games were begun after World War II and are held every 
4years. They are generally patterned on the Olympic games. Previous games 
were held in Buenos Aires in 1951 and in Mexico City in 1955. It is customary for 
the host city and nation to undertake to provide necessary and adequate facili- 
ties for the holding of these games. The previous host governments incurred 
considerable expenses when the games were held in their territories. Advice from 
the eligible countries indicates in general that they are desirous of participating 
and of having at least the same number of participants, if not more, than in 
previous Pan American games. Correspondence with the eligible countries indi- 
eates also, however, that they will be able to send only token representation if 
they are not to be assisted in the transportation and lodging of their athletes. 
An appropriation of $500,000 would permit the games to be held on a successful 
scale in the United States. 

It is anticipated that there will be 2,000 participants. Each country will pay 
$3 per day for the food and lodging of their participants. The average stay for 
these 2,000 athletes will be 20 days. The daily deficit will be approximately $5 
per day per athlete since the actual cost is estimated at $8 per day. The $10,000 
daily deficit for 20 days will amount to $200,000. The remaining $300,000 of the 
authorization will be used to finance commercial transportation for the 
participants. 

In accordance with the provisions of H.R. 2575 the funds appropriated will 
be expended by the Department of State as an advance or reimbursement to the 
organization sponsoring the games in Chicago. Funds expended will be subject 
to such controls and audit as may be prescribed by the Comptroller General of 
the United States. Any funds not expended under the appropriation being 
requested will revert to the Treasury of the United States. 

Early enactment of an appropriation is desired so that firm plans can be made 
for these games. The Department of State supports the enactment of an appro- 


priation as another means for the establishment of a lasting friendship among the 
peoples of the Americas. 


Sincerely yours, 


Loy W. HENDERSON, 
Deputy Under Secretary for Administration. 
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Corps oF ENGINEERS 
RIVERS AND HARBORS AND FLOOD CONTROL PROJECTS 


STATEMENT OF SENATOR ByrD OF WEST VIRGINIA 


Senator Byrrp. Mr. Chairman, I am desirous of having this com- 
mittee consider, in reporting out the second supplemental appropria- 
tions bill, 1959, certain additional appropriations which could be used 
to initiate construction on certain authorized rivers and harbors and 
flood-control projects in the State of West Virginia, to provide work 
projects for the Monongahela National Forest and forest research fa- 
cilities in West Virginia, and to construct certain armories which have 
already been authorized. 

Mr. Chairman, an additional appropriation of $3,071,000 would per- 
mit the initiation of construction on the Brush Creek flood-control 
project at Princeton, the Meadow River flood-control project at East 
Rainelle, the Summersville Reservoir at Summersville, and it would 
permit preconstruction and preengineering work to be carried for- 
ward on the Williamson floodwall project at Williamson, W. Va. 

With reference to the Brush Creek flood-control project at Prince- 
ton, W. Va., I am now advised that, as a result of the preconstruction 
and preengineering survey, the total cost will be $1,495,000, of which 
the Federal expenditure will be $1,085,000 and the non-Federal ex- 
penditure $410,000. It is my understanding from the U.S. Corps of 
Engineers that they can use $500,000 during the coming fiscal year 
for this project. 

Chairman Hayven. Those are two flood-control projects, just two 
projects? 

Senator Byrp. No sir, three. 

Chairman Haypen. You have a third one? 

Senator Byrp. Yes, sir. 


MEADOW RIVER FLOOD-CONTROL PROJECT 


With reference to the Meadow River flood-control project at East 
Rainelle, W. Va., I am advised that, as a result of the preconstruction 
and preengineering survey, the total cost of this project will be 
$970,000, of which $840,000 is Federal expenditure and $130,000 non- 
Federal. In this instance I am told, the Corps of Engineers can use 
$500,000 during the current fiscal year. 


SUMMERSVILLE RESERVOIR 


With reference to the Summersville Reservoir, the quick completion 
of the project will materially affect the well-being of a large segment 
of the population of the great Kanawha Valley, in which Charleston, 
W. Va., is situated, and it will be a major factor in attracting new in- 
dustries because it will not only contribute to flood prevention, but it 
will also insure an even flow of water during the dry season, and an 
ample flow through the year for industrial plants in the Charleston 
area. 

I am interested in an appropriation of $2 million for the Summers- 
ville Reservoir not only because it would expedite the construction 
and completion of a reservoir which would control the waterflow 
downstream, but I am also concerned with the effect it would have 
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upon unemployment in the whole area. Work could be initiated to- 
ward the construction of certain access roads, spillways, and other 
necessary preliminary operations. 

Chairman Haypen. Just a moment. I have a distinct recollection 
that some of these projects were included in the rivers and harbors 
and flood control bill that we passed. 

Senator ELLENDER. Yes. 


HOUSE ACTION 


Chairman Haypen. It was not agreed to by the House. 

Senator ELtenper. The Summersville project was included in our 
public works bill last year but the House refused to go along. 

Senator Byrp. The money for the preconstruction and preengineer- 
ing work in regard to the other projects was included and remained 
in the bill. I have been informed today that 24 percent of the labor 
force in Nicholas County, location of the proposed Summersville 
Reservoir, is unemployed. Within the last 10 days, 209 miners have 
been laid off at the Tioga mines and an additional number is to be 
laid off within the next few days. Most of the work that could be 
done in the initiation stage of construction on the Summersville 
Reservoir would require hand labor, and I am advised that an 
estimated 100 men could be employed immediately. The committee, 
I think, would be interested to know that during hearings conducted 
by the House Appropriations Committee last year, representatives 
of the Union Carbide & Chemical Corp., Charleston, the Du Pont Co. 
at Belle, and the American Metallurgical Co. at Alloy, appeared and 
testified for appropriations to permit the initiation of immediate con- 
struction ae on the Summersville Reservoir. Their argument was 
that the supply of water in Kanawha River during July, August, and 
September was insufficient to warrant their expanding their facilities. 

The Du Pont man said they wanted to expand the present plant 
but could not because of the insecure water supply. The fact was 
also mentioned that pollution in the Kanawha River was such that Du 
Pont and Union Carbide could not use the water from the river for 
manufacturing purposes. They would have to buy treated water. 
The supply of water by the dam could be regulated and water could 
be released from May to November to wash out pollution from the 
Kanawha River. 

These industrial representatives said they would not think of mak- 
ing any further expansion until they could have a better guarantee 
of a continuous and unpolluted water supply. The Union Carbide 
man said that a flood would do damage of $20 million to the com- 
pany’s installation on Blaine Island. Part of the plant is on this 
island. His company is interested as a matter of flood protection. 


NATIONAL FOREST LANDS 


Mr. Chairman, I have referred to the need for an appropriation of 
moneys for work projects planned for national forest lands in West 
Virginia. They include development work and constructural improve- 
ments to increase productivity, improve administration, and provide 
facilities for needed research and for protection purposes. I am in- 
formed that work on these projects could be started promptly and ex- 
panded substantially as desired. The work consists of a large num- 
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ber of small projects, and it could be curtailed readily without a loss 
in investment. I am further informed that work could be started i im- 
mediately and that much of it, such as construction of recreation im- 
provements; tables, fireplaces, toilets, et cetera, could be done in local 
communities and the finished product transported to the location 
where it would be installed. The extent to which camps may be 
needed depends on the distance from workers’ homes to the job. Com- 
muting would be practical for up to 30 or 40 miles. Employment data 
for counties within commuting distance indicate that about 3,000 
unemployed men are so located. If it is desirable to employ men from 
more distant areas, then temporary camps would need to be installed, 

In February, I requested the staff of this committee to secure in- 
formation concerning the possibilities of such a program as this in 
West Virginia, and in response to my request of this committee, I am 
informed that employment for approximately 1,000 men could be 
provided for the balance of fiscal ye ar 1959 in West Virginia and 
that, beginning in fiscal year 1960, emp'oyment could, if necessary, be 
increased to 2,000 men. 

With your permission, Mr. Chairman, I shall insert in the record 
of the hearings the program that could be accomplished during the 
remainder of fiscal year 1959, according to the Forest Service. I 
wish to point out that the stated cost for such a program during the 
remainder of fiscal year 1959 is shown as of February 18, 1959. 

(The information referred to follows :) 


Program that could be ac- 
complished during re 
mainder of fiscal year 1959 

National forest and research development 


re 


Man-days Cost 
(thousands) 





1. Resource development projects: Timber stand improvement, reforesta- 

tion, forest pest control, recreation improvements, wildlife habitat, 

range improvements, watershed pengheaten, fire protection, and 

general land improvements. . Poepecubinngh Gnnceceine nia en 59, 800 $1, 615 
2, Structural improvements: Housing, “offices, ‘storage buildings, fire look- 





te. weeber Gnd Gemisetion GyRters...g << a. oon 5 3 cnc cn kebecccce-cnne-q 6, 000 245 

3. Road and frail construction, incinding bridge construction and replace- 
Dg chsh tin nbggtee niet ehitinee aun hued 46 chop apppdancpapheapeb ots | 6, 500 | 320 
Wi ailigilus cus lin n-ot-wisutn dail 72, 300 | 2, 180 


NaTIONAL GUARD ARMORIES 


Mr. Chairman, I am informed that the following National Guard 
armories in West Virginia have been authorized but not funded in 
fiscal year 1959 or fiscal year 1960 (the fiscal year 1959 Authorization 
Act, Public Law 85-685) : 











Facility Total Federal State 
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The additional Federal moneys needed amount. to $913,000. Each 
of the armories is to be located m an area ae there is considerable 
unemployment. They are in the distressed ar I am informed by 
Mr. J. Henry Francis, Jr., armory program coordititar. Charleston, 
W. Va., that several of the communities are interested in putting addi- 
tional money in their armories to make them into civic centers, audi- 
toriums and the like. Mr. Francis informs me that the armory board 
will go along with these plans wherever it appears that the extra 
money required can be amortized from use. Keyser and Clarksburg 
are interested in such additional facilities, and this would make the 
economic benefits from the program just that much more marked. 

Mr. Chairman, I trust that the items I have mentioned can be 

iven consideration by this committee when it reports out the bill. 
These additional appropriations would go a long way toward re- 
lieving unemployment in West Virginia. They would constitute a 
partial solution. I am informed today by the Department of Employ- 
ment Security in West Virginia that, out of a civilian labor force of 
670,300, as of mid March, 12.5 percent, or 83,800 persons, were unem- 
ployed. The Huntington oie Corps of E ngineers has reported to 
me today that an estimated 100 men would be needed for the Summers- 
ville project during the first year, when work is limited to construc- 
tion of a tunnel and an access road. Then, after construction is in 
full swing, the employment figure would be 300 or more. 

Concerning the Princeton and East Rainelle jobs, the Huntington 
office of the Corps of Engineers estimates that 50 men would be 
needed for each project. It was stated that no employment would 
be created by funds for the Williamson project, as the money would 
be spent entirely for blueprint and planning work, but this would 
speed the day when the project would be ready for construction. I 
have already stated the approximate employment that would be ac- 
commodated by the Forest Service projects. 

Mr. Chairman, I wish to insert in the record a letter which I have 
received today, together with data sheet enclosures, from Brig. Gen. 
J. L. Person, Assistant Chief of Engineers for Civil Works, which 
states the capability for using funds for the Summersville, Princeton, 
and East Rainelle projects in fiscal year 1960. 

(The letter and data sheets referred to follow :) 


HEADQUARTERS, DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington, D.C., April 18, 1959. 
Hon. Rosert C. Byrp, 
U.S. Senate, 


Deak SENATOR Byrpd: There are inclosed data sheets for the Summersville 
Reservoir, East Rainelle, and Princeton projects, all of which are in West 
Virginia. 

In response to your specific request for our capability for using funds for these 
projects in fiscal year 1960, I may say that, from the strictly engineering stand- 
point, considering each project by itself without reference to our over-all pro- 
gram, our overall capability, or fiscal considerations, funds could be utilized in 
fiscal year 1960 in the amounts as follows: 

Summersville Reservoir, $2,000,000 for initiation of land acquisition and con- 
struction: East Rainelle, $500,000 for initiation of construction; Princeton, 
$500,000 for initiation of construction. 
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As you may know, no funds for these projects have been included in the Presgj- 
dent’s budget, so that no funds can be utilized for the projects in view of the 
overall budgetary considerations. 

Sincerely yours, 
J. L. PEgson, 
Brigadier General, USA, Assistant Chief of Engineers for Civil Works. 


SUMMERSVILLE RESERVOIR, W. VA. 


Summarized financial data 


eens FID WO nk acne need lons $46, 800, 000 
i cise in perpen pensenrammeesinanee 685, 000 
NS LEP LLL LAE OLE TD None 
Balance to complete after fiscal year 1960________________________ 46, 115, 000 


Authorization.—1938 Flood Control Act. 

Location and description.—The Summersville Dam site is on the Gauley River 
at Ruckers Bend, Nicholas County, W. Va., about 34.5 miles above the confluence 
of the Gauley and New Rivers at Gauley Bridge, W. Va. The project provides 
for construction of a rockfill dam and the reservoir will be operated as a unit of 
the coordinated reservoir system for the protection of the Gauley, Kanawha, 
and Ohio River Valleys. 

Justification—The Summersville Reservoir project is a unit in the compre- 
hensive flood control plan for the Ohio River Basin. This project will relieve 
flood hazards along Gauley River below the dam, and will comprise one of the 
essential supplements to completed Bluestone Reservoir, on New River, and 
Sutton Reservoir, now nearing completion on Elk River, in providing flood 
protection for the narrow and densely occupied Kanawha Valley with its ex- 
tensive industrial developments located largely on the flood plain. In addition, 
the project will reduce floodfiows in the Ohio and Mississippi River Valleys, and, 
as a result of seasonal use of a part of its capacity, will increase low flows in 
the Kanawha River, thus aiding in alleviating a serious pollution problem in 
the industrial area around and below Charleston, W. Va. The benefit-to-cost 
ratio is estimated to be 2.6. 


EAst RAINELLE, W. VA. 


Summarized financial data 


etn Geena se mene | Goebel eel $840, 000 
ee Ones 1 QO ii Shin oko hse ces 58, 000 
en rer, es cncsepininlhegeinnienaiineassoae None 
Balance to complete after fiscal year 1960____-_-_________________-_- 782, 000 


Authorization.—1958 Flood Control Act. 

Location and description.—The community of East Rainelle is located in Green- 
brier County, W. Va. Boggs Creek and Sewell Creek flow through the com- 
munity and join the Meadow River at the edge of the community. The project 
provides for widening and deepening the channel in Meadow River and im- 
proving the channels in Sewell and Boggs Creeks. 

Justification.—The community is subject to headwater flooding from Boggs and 
Sewell Creeks and backwater flooding from the Meadow River. Damaging floods 
occur on an average of one each year. The improvements subject to this flood 
damage include residential, commercial, municipal, utility, and other properties 
in Bast Rainelle having an estimated value in excess of $10 million. The project 
will provide near-complete protection to East Rainelle from floods equivalent to 
that of record. The benefit-to-cost ratio is estimated to be 2.0. 
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PRINCETON, W. VA. 


Summarized financial data 


I IIIS, UIE 5 csiacucticeibaspstcennsesiictniealemianiobctvenenraa denssianraen $1, 085, 000 
eenrmamronrimenots. 10 Gate. 2 oo 74, 000 
ny: SEO WRIE BOCNIN oc cecceittnciemencenenuannsnmeceeenean None 
Balance to complete after fiscal year 1960________________________ 1, 011, 000 


Authorization.—1958 Flood Control Act. 

Local and description.—Princeton, W. Va., is in Mercer County on Brush Creek 
about 13 miles upstream from its confluence with Bluestone River, a tributary of 
the New River. The project provides for enlarging, straightening, and clearing 
Brush Creek ; enlarging and straightening Christian Fork; clearing Glady Fork; 
and necessary railroad, highway, and utility relocations and alterations. 

Justification.—The project will provide flood protection to the city of Prince- 
ton. Floods occur in any month and as often as three times a year. Protection 
will be provided for several wholesale food and building and supply establish- 
ments, 20 small manufacturing plants, and the main shops of the Virginian Rail- 
way. The commercial and industrial establishments and about 100 residential 
properties receive about three-fourths of the estimated total average annual loss 
of about $90,000. The benefit-to-cost ratio is estimated to be 1.8. 


Senator Byrp. I would hope that the committee would give careful 
consideration to the appropriations that I have mentioned when it 
reports out the bill. 

Thank you, Mr. Chairman. 
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FEDERAL AVIATION AGENCY 


STATEMENTS OF J. T. PYLE, DEPUTY ADMINISTRATOR; J. , 
TIPPETS, ACTING DIRECTOR, BUREAU OF FACILITIES; P. MORRIS, 
DEPUTY CHIEF, AIRPORT DIVISION, BUREAU OF FACILITIES; 
AND A. 0. BASNIGHT, BUDGET OFFICER 


House REDUCTION 


Chairman Haypen. Senator Magnuson. 

Senator Macnuson. I want to apologize for not being here, but we 
had a bill on the floor in which I, as an author, had an interest. 

The Federal Aviation Agency. Included in this bill are four items 
of pay costs for the new agency, for which a total amount of $17, 
596,500 was requested. The I ouse has reduced these items by 10 
percent, and I understand that as to the smaller items for research and 
development, operation and maintenance, Washington National Air- 
port and operation and maintenance, Alaska airports, this reduction 
-an be absorbed. 


You request restoration for the expenses item in the amount of 
$1,713,800. 

We have also a new supplemental estimate, not considered by the 
House, for grants-in-aid for airports in the amount of $20 million. 

We shall be glad to hear from you, Mr. Pyle, on this matter. We 


will place the letter in the record ‘in full and you can proceed as you 
wish. 


(The letter referred to follows :) 


FEDERAL AVIATION AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., April 6, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR HAYDEN: Reference is made to H.R. 5916, the Second Supple- 
mental Appropriation Act, 1959. As passed by the House of Representatives, 
the bill includes appropriations for increased pay costs for the Federal Aviation 
Agency in the amount of $15,836,850, a reduction of $1,759,650, or 10 percent 
below the amount requested. 

In developing the estimates we took account of all known savings that could 
be accomplished without retarding the Agency’s programs. In this process we 
absorbed increased costs amounting to some $3 million for mandatory personnel 
costs and implementing new legislation enacted subsequent to congressional con- 
sideration of our 1959 budget. Further reductions in programs will require 
the elimination or deferral of recruitment and materiel procurement needed to 
provide an adequate level of services to the aviation industry at the very time 
when we are not meeting the needs of civil and military aviation in air traffic 
management and other safety services. The establishment of the Federal Avia- 
tion Agency was a major step in providing appropriate legislative authority 
and organizational framework to close the gap between our Federal services 
and requirements of air commerce and national defense. Unless corrected, the 
action of the House in reducing funds available for operating programs which 
contribute directly to safe and efficient movement of air traffic will increase the 
time required to bring system capacity into balance with aviation requirements. 

I am, therefore, requesting restoration of the $1,713,800 reduction in the 
“Expenses” appropriation, which finances traffic management and safety activi- 
ties. For our three other appropriations that were affected by the House action 
the amounts can be absorbed without drastic effect on the services that assure 
safety in aviation. Therefore, we are not requesting restoration of these items. 
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The following table indicates, by appropriation, the amounts allowed by 
House and the amount for which restoration is penuceted : 


the 








Appropriation Request es Allowance | Difference | Requested 

| | restoration 
hipaa iacanaiciiaoni innit abcabtis aa —— |_—__— pfeil 
Bexpenses..-.-:--------------+--,----------..-.- | $17, 138,000 $15, 424, 200 | —$1, 713, 800 | $1, 713, 800 
Research and development--.._-..--...---..-- 330, 000 297, 000 —33, 000 | 0 

Operation and maintenance, Washington Na- 

tional Airport ---_-- aa 100, 000 90, 000 | —10, 000 | 0 
Operation and ms ,intenance, ‘Alaska airports. bin 28, 500 25, 650 | —2, 850 | 0 
Segoe S034 25 ssseesens| 17, 596, 500 ) 15, 836,850 | —1, 759, 650 1, 713, 800 





There are attached proposed amendments which contain a detailed explana- 
tion of the effects of the House allowance in the “Expenses” appropriation. To 
assure continuation of orderly progress in bringing the levet of services per- 
formed by the FAA in line with the requirements of civil and military aviation, 
I urge the favorable consideration of your committee of this appeal. 

Sincerely yours, 
JAMES T. PYLE, Deputy 
(For E. R. Quesada, Administrator). 


FEDERAL AVIATION AGENCY 


EXPENSES 
Page 39, line 7, of H.R. 5916: 
emoriation (A0IUSlEO ) ~~ elon seeped cbeade $187, 675, 392 
CTREEON (RCIININCOG oo ee _ 241, 959, 131 
CNN a i aaah cbt bomb ka nk std vba scien eteomeneine 17, 138, 000 
as la sc cre Se diel 15, 424, 200 
House reduction from budget requests______.____-.__.__________ 1, 713, 800 
I a bas 1, 713, 800 


AMENDMENT REQUESTED 


On page 39, line 7, delete “$15,424,200” and insert “$17,138,000.” 


HOUSE REPORT 


Title II of the bill appropriates funds exclusively for pay increase costs aris- 
ing from laws and administrative actions which have occurred since Congress 
considered the budget estimates at the beginning of the fiscal year. Virtually 
every item in title I also includes funds to finance pay costs. The committee 
has viewed with considerable concern the fact that the trend in employment 
in Government is upward. The problem is widespread. 


JUSTIFICATION 


The supplemental request of $17,138,000 for the appropriation ‘Expenses”’ 
was based on the Agency’s absorbing and deferring approximately $2 million for 
pay cost requirements not anticipated in the original estimates for 1950. These 
include : 

(a) Approximately $1.5 million for the reclassification of air traffic control 
positions involving grade changes for some 5,200 employees; and 

(b) $500,000 or about half of the costs of increased salary rates for 
engineering and scientific personnel as prescribed by the Civil Service Com- 
mission. 

In absorbing these pay costs together with approximately $1 million of in- 
creased expenses associated with the establishment of the Federal Aviation 
Agency we have utilized all possible savings that can be accomplished without 
seriously retarding the Agency’s S$ program for bringing traffic control services and 
equipment maintenance capability in line with the rapidly expanding volume of 
air traffic. 

Specifically, the reduction of $1,713,800 in the amount requested for “Expenses” 
would require the following actions: 
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(a) Defer the recruitment of some 600 new employees scheduled for May 
and June. While this action would save about $300,000 in 1959 obligations it 
would also force a delay of about 2 months in the availability of trained traffic 
control and maintenance personnel to operate new facilities as their installation 
is completed. 

(6) Arbitrarily reduce central stock levels of replacement tubes and other 
facilities maintenance supplies below safe minimum operating reserves. This 
action would defer until next year the purchase of supply items amounting to 
about $525,000, and require a corresponding deletion of planned items from the 
1960 program. This reduction in stock levels would increase the risk of shut- 
ting down selected essential air navigation facilities as local stocks are depleted 
or require uneconomic small purchases. 

(c) Eliminate about $200,000 from the current year requirements for procure- 
ment of working equipment for maintenance personnel. This includes tools and 
test equipment for the increasing number of electronic and structural main- 
tenance crews. Failure to make these purchases will reduce the effectiveness 
of maintenance crews. There would be a resulting increase in requirements for 
aia of these kinds of items next year at the expense of other program 
needs. 

(d) Defer until next year the placing of contracts amounting to about $389,000 
for communications equipment in new traffic control facilities. Deferral of 
placing these orders for installation of terminal gear could delay the scheduled 
operational dates for traffic control centers and require the elimination of other 
program items next year. 

(e) Eliminate $300,000 required to overhaul aircraft used by safety inspectors, 

Restoration of this reduction is necessary to assure continuation of orderly 
progress in bringing the level of services performed by the FAA in line with the 
requirements of civil and military aviation. 


RESEARCH AND DEVELOPMENT 
Page 39, line 8, of H.R. 5916: 


I arate denies eine aaa aiaenb ete aaie ioe 0 
ii cnlatiaminnapeniancccamen ashen $31, 377, 869 
I I Fo abe epeen ee ranean tceeisnimenincnenaverearen 330, 000 
I aetna ania meabernnieann 297, 000 
House reduction from budget requests____.__-_---_---_---_--___--- 33, 000 
Neen ee ia nln iigh Gnsirimnienen ee eoiniion 0 


AMENDMENT REQUESTED 


None. 


HOUSE REPORT 


Title II of the bill appropriates funds exclusively for pay-increase costs arising 
from laws and administrative actions which have occurred since Congress 
considered the budget estimates at the beginning of the fiscal year. Virtually 
every item in title I also includes funds to finance pay costs. The committee 
has viewed with considerable concern the fact that the trend in employment in 
Government is upward. The problem is widespread. 


OPERATION AND MAINTENANCE, WASHINGTON NATIONAL AIRPORT 
Page 39, line 11, of H.R. 5916: 


I aa he chlpmrenenth id eiditerecebioreicisinianiietaot $1, 566, 000 
th EL dal, penal ehetnie teenie ein eatorees 2, 400, 000 
I lic cs Beeline ini meee mere 100, 000 
I a i er Si ik din cabo igen pemsonines 90, 000 
House reduction from budget requests___.__-_---------------------- 10, 000 
a dae Sanh astia hain tp akon ncn sco eaaieaintinin 0 
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AMENDMENT REQUESTED 
None. 
HOUSE REPORT 


Title II of the bill appropriates funds exclusively for pay-increase costs aris- 
ing from laws and administrative actions which have occurred since Congress 
considered the budget estimates at the beginning of the fiscal year. Virtually 
every item in title I also includes funds to finance pay costs. The committee has 
viewed with considerable concern the fact that the trend in employment in 
Government is upward. The problem is widespread. 


OPERATION AND MAINTENANCE OF PUBLIC AIRPORTS, TERRITORY OF ALASKA 
Page 39, line 13, H.R. 5916: 


Cee eae a ek alice de a eanccseenuhinlseveseomnennasaans $700, 000 
I pas Nahe cs nce ns costae gr cs socio eat 1, 050, 000 
I an ltewapelie 28, 500 
I a OS Seeman cneneeenniaberaeraans 25, 65 

Meuse Treauction from budget requests._.........=....~=.<s-=— <= 2, 850 


Restoration requested 


AMENDMENT REQUESTED 
None. 


HOUSE REPORT 


Title II of the bill appropriates funds exclusively for pay-increase costs aris- 
ing from laws and administrative actions which have occurred since Congress 
considered the budget estimates at the beginning of the fiscal year. Virtually 
every item in title I also includes funds to finance pay costs. The committee 
has viewed with considerable concern the fact that the trend in employment in 
Government is upward. The problem is widespread. 


SUPPLEMENTAL ESTIMATE IN SENATE DOCUMENT NO. 20 
(P. 6) 
FEDERAL AVIATION AGENCY 


GRANTS-IN-AID FOR AIRPORTS (LIQUIDATION OF CONTRACT. AUTHORIZATION) 


“For an additional amount for ‘Grants-in-aid for airports (liquidation of 
contract authorization)’, $20,000,000, to remain available until expended.” 

This additional amount is to pay obligations incurred under existing contract 
authorizations. Based upon actual experience for the past several months 
and forecasts of progress on projects now under way, payments during the cur- 
rent fiscal year are now expected to exceed previous forecasts by $20 million. 


FEDERAL AVIATION AGENCY 
JUSTIFICATION—SUPPLEMENTAL ESTIMATE OF APPROPRIATION, FISCAL YEAR 1959 


GRANTS-IN-AID FOR AIRPORTS (LIQUIDATION OF CONTRACT AUTHORIZATION) 


“For an additional amount for ‘Grants-in-aid for airports (liquidation of 
contract authorization) ,’ $20,000,000, to remain available until expended.” 


Program and financing 








Presently Revised Increase 
available estimate 

Program by activities: 1. Grants for construction of airports 

NN asians tetanus teal painted huaedbintdaiain $63, 000,000 | $73,000,000 | +$10, 000, 000 

Financing: 

Unobligated balance brought forward (contract authori- 

ees ee ee Aa hte ee Ree — 57, 880,304 | —57, 880, 304 |......-...-... 
Unobligated balance carried forward (contract authori- 

I taal rao nance encincsenincinp aes igeatar nin eiasaamanieome 57, 880, 304 47, 880, 304 —10, 000, 000 


Contract authorization (new) (permanent) _..........--- 63, 000, 000 63, 000, 000 


ee 
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Status of unfunded contract authorization 














aXe eee 

Presently Revised | Increase 

available estimate 

Camdeeee S eial | iene 

Unfunded balance at beginning of year__...........---.-----.- $113, 500, 000 | $113, 500, 000 Spina ddeuetial 
Contract authorization (new) (permanent) _._.-.......------.- 63, 000, 000 | Ce GU lemest anne 
Unfunded balance at end of year..........-.------.----------- —146, 500, 000 |—126, 500, 060 | +$20, 000, 000 
Appropriation to liquidate contract authorization.___--~- 30, 000, 000 50, 000, 000 | +20, 000, 000 





aS 


Object classification 





| Presently 


available estimate 





1i Grants, subsidies, and contributions..................--.- | $63,000,000 | 


$73, 000, 000 | +$10, 000, 000 


Revised a Increase 
| 


GENERAL JUSTIFICATION 


This request provides an additional $20 million for payment of Federal 
matching funds to municipalities for airport construction projects undertaken 
in line with grant agreements authorized by the Federal Airport Act. 

At the beginning of the current fiscal year approximately $42 million of liqui- 
dating cash was available for this purpose. During the first 7 months, approxi- 
mately $31 million has been expended, leaving a balance available for the re- 
mainder of the fiscal year of slightly less than $11 million. Latest informa- 
tion from airport sponsors indicates that an additional $20 million will be re- 
quired to meet requests for progress payments as stages of construction are 
completed. Previous expenditure estimates have been based on a time lag of 
15 to 17 months between the dates of grant agreements and actual expendi- 
tures. This lag has been reduced to about 12 months as a result of three 
primary factors: 

1. The sustained demands of increasing aviation activity and accelerated pro- 
curement of air carrier and general aviation aircraft has stimulated construe. 
tion work in airport development to meet current air transportation needs. 

2. Advance notice to sponsors of tentative project allocations and expeditious 
review and approval of project applications have permitted earlier implementa- 
tion of actual construction and firm scheduling of successive construction stages 
by local officials. 

3. Administrative procedures have been streamlined to permit prompt progress 
payments to sponsors as various stages of a project are completed. 

This estimate is based on a comprehensive reappraisal of construction sched- 
ules and sponsor plans for requesting matching funds as construction phases 
are completed. This review indicates that for the period covered by fiscal years 
1959 and 1960 the current expenditure rate can be expected to stabilize at 
approximately $4.5 million per month. Thus, the appropriation of an additional 
$20 million for expenditure this year will not permit a reduction in funds re- 
quested in the 1960 budget for expenditure during 1960. The requested addi- 
tional funds are needed for expenditure in 1959, to avoid extensive forced delays 
of more than 3 months in honoring sponsor requests for matching funds in 
payment of valid Federal obligations. 

The following table summarizes changes from the previous estimate and re- 
flects the supplemental requirement of $20 million for liquidating cash, as well 
as an upward adjustment of $10 million in the estimate of obligations to be 
incurred in the current fiscal year. 








Previous Revised Difference 














estimate estimate | 
Contract authorizations, Public Law 211_.....-..-_---_------ $231, 500, 000 | $231, 500,000 |______....... 
Obligations through fiscal year 1958. _..._....-..---. elaine ie 110, 619, 696 | 110, 619, 696 |..-...-. 
Estimated obligations, fiscal year 1959___...___........_--- ‘ 63,090,000 | 73.000,000 | +$10, 000,000 
Estimated expenditures through fiscal year 1959...__-___-___- 85, 000.000 | 105, 000, 000 +20, 000, 000 
Fiscal year 1959 liquidation cash requirements. --.-...--..-~-- 85, 000, 000 105, 000, 000 | +20, 000, 000 
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PREPARED STATEMENT 


Mr. Pyte. Mr. Chairman, if it is appropriate, in the interest of 
time I should like to submit this statement for the record and briefly 
highlight several points so that you can proceed more quickly, ~ 

(The statement referred to follows :) 


STATEMENT ON 1959 SUPPLEMENTAL ESTIMATES FOR GRANTS-IN-AID FOR AIR- 
ports (LIQUDATION OF CONTRACT AUTHORIZATION) AND Pay Costs 


I appreciate the opportunity to appear before you today in support of 
the supplemental estimate, contained in Senate Document No, 20, for an appro- 
priation to liquidate contract authorizations entered into under the Federal 
Airport Act, and for an increase in the amount included for “Expenses, Federal 
Aviation Agency” in H.R. 5916, page 39, line 7, to cover additional pay costs aris- 
ing from mandatory salary increases authorized subsequent to congressional con- 
sideration of our 1959 estimates. 


GRANTS-IN-AID FOR AIRPORTS (LIQUIDATION OF CONTRACT AUTHORIZATION ) 


Under the heading “Grants-in-aid for airports (liquidation of contract authori- 
gation)” we are requesting an additional $20 million for payment of Federal 
matching funds to municipalities as work progresses on airport construction 
projects in line with Federal commitments made under grant agreements 
authorized by the Federal Airport Act. The need for this additional appro- 
priation results from an accelerated rate of actual construction and a corre- 
sponding reduction in the lag between the date of entering into formal grant 
agreements and the actual expenditures of Federal funds as work is com- 
pleted. Our previous expenditure estimate for 1959 was based on a timelag 
of 15 to 17 months between the dates of entering into grant commitments and 
actual expenditures. This lag has been reduced to about 12 months, which rate 
is expected to continue based on recent experience and projected requirements 
determined in a comprehensive review of construction schedules and sponsor 
plans for requesting matching funds as construction phases are completed. 

Three significant factors have contributed to this accelerated schedule: 

(1) Increased aviation activity and the introduction of new types of high- 
performance aircraft into the air carrier and general aviation fleets have gen- 
erated a continuously increasing level of airport improvement projects by munici- 
palities. 

(2) Under legislation establishing a fixed level of authorization over a period 
of years, it has been possible to give advance notice to sponsors of tentative 
project allocations for the subsequent year. Accordingly, municipalities have 
been able to develop construction plans on an orderly basis and arrange a firm 
scheduling of successive construction stages. 

(3) With advance notice of tentative allocations we have administratively 
established time limits within which sponsors are urged to submit project ap- 
plications. This has accelerated the project approval process and permitted 
earlier starting of actual construction. Similarly, simplification of adminis- 
trative procedures has led to faster processing and approval of requested prog- 
ress payments to sponsors as various stages of construction are completed. 

At the end of March the unexpended balance of current appropriations was 
less than $6 million. The recent review of sponsor plans indicate that requests 
for matching funds amounting to more than $25 million will be submitted for 
payment June 30. However, our review indicates that 1960 requirements will 
stabilize at a continuing rate of approximately $4.5 million a month. Thus, 
the appropriation of an additional $20 million this year will not permit a reduc- 
tion in the $50 million request in the 1960 budget for expenditures next year. 


EXPENSES—RESTORATION OF HOUSE REDUCTION 


With respect to the appropriation to cover pay costs we are requesting restora- 
tion of the House reduction of $1,713,800 in the “Expenses” appropriation. I 
am sure the chairman and other members of the committee are fully aware of 
the existing deficiencies in the level of traffic management and safety services. 
These facts have been of such concern that Congress has provided in each 
of the past 3 years increased appropriations to correct these deficiencies. The 


38932—59 71 
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Congress has done even more by providing in the last session for the establish- 


ment of the Federal Aviation Agency with broad authority and a necessary | 


centralization of Federal responsibilities for air navigation, traffic management, 
and safety services to facilitate closing the gap between the level of these 
services and the requirements of air commerce and national defense. We 
in the Agency are doing our utmost to bring the safety services we perform 
into balance with aviation requirements. This is indeed a major undertak- 
ing and the reduction of $1.7 million in the request for $17.1 million to meet 
mandatory costs will only retard and defer the realization of adequate pro- 
grams for safety in aviation. 

In developing our estimates for pay cost requirements we took account of 
all known savings that could be accomplished without derogating the level 
of services. In this process we absorbed or deferred approximately $2 million 
of pay cost requirements not provided for in the original estimate and have 
made further program adjustments to cover approximately $1 million of in. 
creased expenses associated with the establishment of the Federal Aviation 
Agency. 

To reduce our balance-of-the-year program in line with the House reduction 
would require the following actions: 

(a) Defer the recruitment of some 600 new employees scheduled for May and 
June. This would reduce obligations by about $300,000 in 1959 and would 
have the effect of a 2-month loss in operating new facilities as their installation 
is completed. 

(b) Reducing central stock levels of replacement tubes and other facilities 
maintenance supplies below safe minimum operating reserves. This action 
would defer until next year the purchase of supply items amounting to about 
$525,000, and require a corresponding deletion of planned items from the 1960 
program. Thus reduction in stock levels would increase the risk of shutting 
down selected essential air navigation facilities as local stocks are depleted or 
require uneconomic small purchases. 

(c) Eliminate about $200,000 from the current year requirements for pro- 
curement of working equipment for maintenance personnel. This includes tools 
and test equipment for the increasing number of electronic and structural main- 
tenance crews. Failure to make these purchases will reduce the effectiveness of 
maintenance crews. There would be a resulting increase in requirements for 
procurement of these kinds of items next year at the expense of other program 
needs. 

(d) Defer until next year the placing of contracts amounting to about 
$389,000 for communications equipment in new traffic control facilities. De 
ferral of placing these orders for installation of terminal gear could delay the 
scheduled operational dates for traffic control centers and require the elimina- 
tion of other program items next year. 

(e) Eliminate $300,000 required to overhaul aircraft used by safety inspectors. 

To assure continuation of orderly progress in bringing the level of traffic 
management and safety services performed by FAA in line with the require 
ments of civil and military aviation, I urgently request your favorable con- 
sideration of the restoration of funds for our operating programs which con- 
tribute directly to safe and efficient movement of air traffic. 

For our other three appropriations that were affected by the House reduction 
in pay cost estimates the amounts can be absorbed without a serious effect on 
services that assure safety in aviation. While needed items will have to be 
deferred until next year, I cannot argue that these deferrals will have a direct 
and immediate impact on safety services. Therefore, we are not requesting 
restoration for these items. 


GRANTS-IN-AID FOR AIRPORTS 


Mr. Pye. We have two items, first the grant in aids for airports. 
This is a request for $20 million due to a considerable acceleration in 
our ability to carry this program forward. It is a grant-in-aid type of 
program with which you are familiar. We have been able to speed up 
the disbursement process and reduce the timelag between the com- 
mitments and the payments from about 17 months to about 12 months. 

It is a more efficient operation. As a result, our payments are com- 
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ing due faster than we had anticipated. We feel that with this $20 
million we will meet the Government’s obligation in this fiscal year. 
We have requested another $50 million in 1960, fiscal year 1960, to 
meet our obligations in that year. 

This will put the Government on a current payment basis in the 
Federal aid to airport program. 

Senator Magnuson. This is the amount you estimated under the new 
bill, is that correct ? 

Mr. Prue. No, sir. 

Senator Maenuson. This is just under the old bill ? 

Mr. Pye. This is under Public Law 211 to meet the obligations 
which have become due for payment. 

Senater Maanuson. The new bill has nothing to do with this? 

Mr. Pyue. No, sir. 

EXPENSES APPROPRIATION 


With respect to the restoration of the House reduction in the ex- 
penses appropriation, I do want to point out to the committee that we 
consider this an extremely important item. We need these funds re- 
stored to effectively carry out the responsibilities assigned to our 
agency by Congress when it created the Federal Aviation Agency by 
the Federal Aviation Act of 1958. 

We must improve our ability to handle traffic, and increase the 
safety for the users of the air space. In this effort we have procured 
a great many new and adequate facilities—radars, and communication 
equipment, which will enable us to do the job more effectively. 

In order to operate these facilities as they come into the system, we 
need the requisite trained operating and maintenance personnel. 

The problem is simply this: If we do not get our appealed item 
restored, we will have to defer the employment of some 600 new 

eople. 

r This deferred recruitment would account for about $300,000 of the 
reduction. We would have a 2-month loss in operating the new 
facilities that the Congress has made available to us and which in 
my opinion Congress intended we operate as soon as they become 
available for service. 

In addition, we would have to reduce our stock levels of technical 
supplies including, radio tubes, which are essential to the operation 
of electronic navigational aids and communication equipment. Our 
stock level would be below that which we consider safe. This ac- 
counts for about another $525,000. 

We would also have to reduce the working equipment that our 
maintenance personnel use, to a level below that which we consider 
safe, accounting for about $200,000. 


RENTAL OF LAND LINES 


There is another item of $389,000 which is deferring the rental of 
land lines which we use in the control of air traffic. These land lines 
provide communication between the pilot, the radio station and the 
man at the receiving site. This would account for $389,000 and it is 
essential. 

The last item is an item of $300,000 which is required to overhaul air- 
craft which we use in the training of our flight standards personnel 
at the aeronautical center in Oklahoma City. 
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Now I feel that the Congress has correctly evaluated the problem 
we have in the handling of military and civil traffic and told us to 
get along with the job. 

Unless we can get your help in restoring this $1.7 million we are not 
going to get our job done as effectively as we think you expect. There. 
fore, we would appreciate your assistance in getting this money re. 
stored for the pay raise costs. 

I might say that, as the chairman pointed out, we are absorbing in 
those areas where safety is not involved the amount of about $46,000, 
I would also like to point out to the committee that we are absorbing 
an additional amount of $2 million which is involved in the reclassi- 
fication of air traffic control personnel and an engineers pay raise 
which has been approved by the Civil Service Commission and will 
be in effect as of April 19. 

So we have absorbed close to $2 million of additional pay increases 
already. 

Senator Macnuson. Would you place in the record a breakdown of 
the $20 million ? 

Mr. Pytz. The breakdown ? 


COMMITMENTS 


Senator Maanuson. I mean the commitments. Will you do that? 

Mr. Basnicur. We can place in the record, Mr. Chairman, some of 
the major items that will fall due that we have knowledge of. 

Senator Magnuson. Well, you can place in the record a breakdown 
as to States and municipalities and such that are going to get the 
grant? 

Mr. Basnigut. Yes, sir. 

Senator Macnuson. That is what we want and the amount of the 
grant. The projects themselves, where they are, and the amount. 

Mr. Basnieut. Mr. Chairman, I would like to point out to you 
that these obligations are payable on request of the sponsor. ‘There 
are a number of cities involved, several hundred cities. We cannot 
predetermine exactly which of these cities apply for payment. We 
can give a selective listing of those we think will be payable based on 
our experience to date. 

Senator Macnuson. I think Members of the Senate would like to 
know where this money is going. Some of them have their own com- 
munities that may have made application. Maybe they haven’t. We 
would like a breakdown on that. You will have a breakdown on the 
$50 million, won’t you? 

Mr. Pytr. Mr. Chairman, the point, as I understand it, subject 
to correction by my own people, is that we can give you a good esti- 
mate. However, we will have to point out the specific locations and 
projects may be changed depending on the ability of the community 
to get their job done, and make applications for payment. 

Senator Magnuson. Yes, and some of them will fall down on the 
job. We would like to know where you intend to do this. It is hard 
enough to get appropriations where you know where they are going 
to go without getting them where you think they are going to go. 
At least, let us have that. 

(The material referred to follows :) 
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Grants-in-aid for airports (liquidation of contract authority)—Payments due or 


anticipated for major projects, $100,000 and over 


Estimated 
requirements, 


, Apr. 1 to 
Airport name or location June 30,1959 
mes: MePIMATIINOR SS. eo OS ee 900, 000 
en open perp oriel sgd lela pe eter ta thet hea ed 600, 000 
8. California : 
8 Six ghee sty ake 9 lang oop eager Ae aaa starr lyin iste —— 740, 000 
(inant: pepe Cassada fetta rahe ake fea ec Saeco pate ee 250, 000 
ee pee a to na en tee eee ee eee ee 300, 000 
, mony. Wiandgsor Locks... 350, 000 
( 5, Florida: 
ra toe kc ig AU a US sO Se el = 400, 000 
em Cachark: dik Sela nbekoliglhtieA: ota eh oceans Selene ee re. eae oe 100, 000 
| 6. Georgia : 
I it ce is he ee oe ee Lee ee er ee 300, 000 
, Ne ee ee re eee Sane 100, 000 
7. Illinois: 
nN 6 eee EET AND IS 2 IR 1, 500, 000 
NRCS LES. nih irae samy eine <r eS) ne ne) bee 150, 000 
nner ee eS alee ee ee ee ee 250, 000 
8. Indiana: 
I a eo ee) Soe 100, 000 
Neg ee ee ere 100, 000 
I es ge ee 125, 000 
’ rT ee MmpIMOMG C2 Cl ee fie ers 500, 000 
+ 10. Louisiana : 
f si Da Se Is 450, 000 
Ie 650, 000 
ee a cee epee eset easeratinines 100, 000 
12. Michigan: 
° RPNNOINOD Jere ors a CL 100, 000 
nnn TEM RORY et tee.  nteeenemsaahy 150, 000 
cE et ccna’ 125, 000 
> 13. Minnesota : 
Minneapolis-Wold-Chamberlain_.___ Bee ee ce te a ee te 600, 000 
NN eo ree aus cma eh Ea eh teh deh ote ah eked 250, 000 
Ll , 14 Missouri: 
wee Cee a a 200, 000 
t SEITE Co TES COON LIIONN ng ee eee meena 350, 000 
NNN eee nnn eee ence eee a es ee 850, 000 
rt amemeer Mew r ee Lie eT ee 1, 000, 000 
nh | = 46. New York: 
Lael 400, 000 
0 reas eearckinas Angsenesa gases aneamledacssentbahemaotiica 1, 014, 000 
: eo eee 300, 000 
| ee ae ee oe i OR Tee 400, 000 
WiMerth Carolina; Asheville... i553 eine eden ws 300, 000 
e 18. Ohio: 
I 150, 000 
t I Se rn te ee ee ee 564, 000 
19. Oklahoma: Oklahoma City-Tulakes___..__.-___._2_--___-____. 100, 000 
3 mam = Orhiand : no.) a i oe i ee 500, 000 
21. Pennsylvania: 
V Se 200, 000 
. ln ee ees 100, 000 
DUO O nts) one ails ee a A 100, 000 
e Philadelphia_____..__--______ a ad ae a 600, 000 
d as ti fin rsd aan I 637, 000 
g Wilkes-Barre-Scranton-Easton_:-..-.--.-..--.-.---_-_.-. 150, 000 
, 22. Rhode Island: Providence (Hillsgrove) ~--..-...--..-...----. 400, 000 
; EE a ea a ee ee ena ee 400, 000 
24. Texas: 
I a alin nerd ineemresamaneh 400, 000 
Nee ee ee aatniah cick eed et ened altcaoes duces 250, 000 


ie RR all chee enincenc stig niente ei taemniiaatiaianailties 500, 000 
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Grants-in-aid for airports (liquidation of contract authority)—Payments due or 
anticipated for major projects, $100,000 and over—Continued 

















Estimated 
requirements, 
Apr. 1 to 
Airport name or location June 30, 1959 
I an ceive apc temaaiemipineesenebieous 300, 000 
26. Virginia: 
ear eh inne oeips torrie aos do ae en wenn seen cade 175, 000 
SC ahh iS ik acces nindom cieomeel 100, 000 
Bye etn > ORMIO-TAmOmn. eee 300, 000 
ttle a 19, 930, 000 
i Oe ca akon ibeenehs 27 
Number of airports with payments due: 
(@) From $500,000 to $1,000,000 or over___._-------_------_ 15 
0) Brea eeeeee0 Ww) ea cou. 38 





peer nn, i ees 53 
In addition, requests for payments may be received from over 400 other 
sponsors. 


RESPONSIBILITIES OF OTHER AGENCIFS 


In asking for this amount I think it should be noted, and maybe 
you can place the statement in the record, you have taken over some 
of the responsibilities of other agencies, had not the Federal Aviation 
Agency been created. Isn’t that correct? 

r. Basnicur. Yes, sir; that has happened. 

Senator Macnuson. Some of the appropriations for the Depart- 
ment of Commerce should be a little less then, should they not? 

Mr. Basnicut. The appropriations made to the Department of 
Commerce for the Civil Aeronautics Administration have been trans- 
ferred into the Federal Aviation Agency. 

Senator Macnuson. Sothe Department of Commerce request should 
be less because of this transfer. Now what about the CAB? 

Mr. Basnicut. There is a small amount transferred, something of 
the order of $100,000, from the Civil Aeronautics Board to the Federal 
Aviation Agency. There is the amount appropriated last year to the 
Airway Modernization Board which has been transferred into the 
Federal Aviation Agency. 

Senator Macnuson. So there are three agencies that heretofore 
would have asked for these requests but you now have lurched them 
into the Federal Aviation Agency. 

Mr. Pyte. That is correct. It 1s a composite budget, Mr. Chairman, 
made up of those three parts. 

Senator Maenuson. We will place in the record a letter from the 
Air Traffic Control Association. 

(The letter referred to follows :) 

Arr TRAFFIC CONTROL ASSOCIATION, 
Arlington, Va., April 8, 1959. 
Hon. CARL HAYDEN, 


Chairman, Senate Appropriations Committee, 
U.S. Senate, Washington, D.C. 

Dear SENATOR HayvEeN: The Air Traffic Control Association is a professional 
organization of nearly 7,000 members who are dedicated to progress in the science 
of air traffic control. We are, therefore, vitally interested in matters which 
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might have a bearing on the air traffic control service, which contributes so 
much to public safety and the national defense. 

This same concern has been expressed in Congress, where, in the public inter- 
est, specific actions have been taken to insure that our Nation shall have the 
safest and best air traffic control system in the world. The swift passage of the 
Federal Aviation Act during 1958 represents considerable foresight on the part 
of Congress. The magnitude and scope of purpose of this act gave clear indi- 
cation to every citizen that Congress was not only aware of our aviation needs, 
put was providing the medium through which these growing needs might be 
satisfied. 

Recent articles in the public press have indicated that the House of Repre- 
sentatives has taken action to cut 10 percent from the supplemental appropria- 
tion request recently submitted for the Federal Aviation Agency. These funds, 
according to the press, are needed to cover costs of the general salary increase 
granted last summer. It is reported that failure to receive the supplemental 
funds at this time might require immediate curtailment of vital programs. 

Among the programs which could possibly be affected, according to the 
Washington Post of April 6, 1959, will be the reallocation of air traffic control 
specialist positions. This program, already studied and delayed for almost 2 
years, has finally received the approval of the Civil Service Commission and is 
scheduled to be implemented by the FAA on April 19, 1959. 

Another program which may be affected concerns the recruitment and training 
of urgently needed controller personnel. Most air traffic control facilities are 
suffering from understaffing and low experience-level controller personnel. It 
should be pointed out that it takes over 2 years to train a controller. 

Any cut in supplemental budget could also affect established programs de- 
signed to fill vacancies associated with normal promotion plans in this rapidly 
expanding agency. This could deter the undertaking of new and vital functions, 
such as additional radar services for civil jet transports. 

For many years the air traffic controller has struggled to make an inadequate 
system of air traffic control work. He has suffered the annual battle of the 
budget, waiting patiently for new tools and salaries commensurate with his 
grave responsibilities, which never came. Meanwhile, air traffic continues to in- 
crease manyfold, and the controller is prepared to meet the challenge. 

It took a series of tragic midair collisions to arouse an awareness to the prob- 
lem of air traffic control. Congress acted swiftly to create the FAA, charging 
it with responsibilities for solving this problem. Now, we are back where we 
started—the battle of the budget again. While a cut in the supplemental budget 
request might very well solve the problem of the budget, it will not help solve 
the problems for which the FAA was created. 

We have every confidence that your committee recognizes the critical situation 
facing a new agency which, in its first 3 months of operation, must sustain a cut 
in operating funds. 

The Air Traffic Control Association strongly urges that your committee deter- 
mine exactly what programs will be cut and how such cuts will affect air traffic 
control, and thus the safety of the flying public and the national defense. 

Sincerely, 
Sran SELtTzER, Evecutive Director. 


AIRPORT GRANT-IN-AID BACKLOG 


Senator ELLtenper. What is your present backlog on grant-in-aid 
to airports? 

Mr. Pyte. Mr. Chairman, I am going to ask Mr. Morris to give us 
this information. 

If we are not responsive please advise us. 

ets Ex.enver. If you don’t have it available just put it in the 
record. 

Mr. Morris. This particular item, Senator Ellender, is not in refer- 
ence to the $20 million. The $20 million is to pay bills that we al- 
ready are obligated to pay. 

_ Senator Extenver. I understand that. But I am asking for this 
information on your present backlog which cannot be reduced be- 
cause you don’t have the funds. 
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Mr. Morris. We can give you that information. 

Senator Exienper. As I recall, the matter was discussed in the 
Senate at least 4 years ago when we were trying to put a $30 million 
item into the bill. At that time, we placed some information in the 
record indicating that the backlog was around $162 or $167 million. 
I would like to know the extent to which that has been cut down. If 
you can give that information by year from 4 years ago until now 
I will appreciate it. 

Mr. Morris. I think we can give you that information. 

Senator Maenuson. This is within the authorization in any case, is 
it not? 

Senator ELtenper. Yes. 

Mr. Pyrite. You wish to know that, with the $231.5 million author- 
ized, how much additional money was requested beyond that amount. 

Senator EL.enper. Yes, with reference particularly to the efforts 
made by various municipalities to comply with their end of the 
bargain while the Federal Government failed to provide matching 

unds. 

Mr. Pyrite. Do I understand then that you are referring to the re- 
quests that have been made by the communities which the Govern- 
ment has not been able to match ? 

Senator Etitenper. As I remember the law, the communities had 
to show that the funds were available and, notwithstanding the fact 
that they had complied and indebted themselves on bond issues, the 
Federal Government failed to provide matching funds. Thus the 
municipalities had complied with the law and were paying interest 
on the bonds issued. 

Mr. Pyte. But no airport construction. 

Senator Ettenper. That is right. 

Mr. Pyze. I understand. 

Senator Erxrenper. I was informed that that amount would be cut 
back gradually and I believe it would be pertinent to put in the record 
the extent to which this backlog has been taken care of. 

Mr. Pyrite. We shall furnish that for the record. 

(The information referred to follows :) 


Backlog of unfilled requests from sponsors 





Federal funds | Federal funds Ungranted 








requested ! granted ! requests ! 
ee ie slinap aigmeinipl $100, 112, 000 $39, 160, 297 $60, 951, 712 
ttt ied hinnla Sanka nneapenshntiawk 127, 847, 970 55, 653, 973 72, 193, 997 
EEE FONE MOE tbabbidetdtnbdbevslswcweedcnddidus dessa 154, 366, 810 56, 865, 152 97, 501, 658 
EE Gbtncnindcrbesduapdonndbinnnsocisnense 200, 189, 674 63, 377, 188 136, 812, 486 





1 As of July 1, the beginning of each fiscal year. 
TRAFFIC CONTROL AND MAINTENANCE EMPLOYEES 


Senator Maenuson. What are the 600 new employees that will be 
deferred? What will they do? 

Mr. Prxz. They will be in the traffic-control and maintenance areas. 

Senator Maanuson. They would be in the field maintenance? 

Mr. Pyxe. Yes; in the operation of traffic-control centers, towers, 
approach control facilities, and the maintenance counterparts of each. 
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Senator Macnuson. Are these employees who have already been 
trained ? 

Mr. Pyte. No, sir. 

Senator Magnuson. These are these to start training ? some of them ? 

Mr. Prue. Yes. 

Senator Macnuson. Some of them are raw, as I understand it. 

Mr. Prix. They start at the bottom and go through a training 
schedule so that we can take them off the top and put them in the new 
facilities. 

Senator Macnuson. Are we to understand that you are talking 
now about the base in the field, generally speaking ? 

Mr. Pyte. That is correct. 

Senator Maenuson. Then of course the maintenance supplies, why 
would you have to defer them for a whole year ? 

Mr. Pye. It would be deferred only for the balance of the fiscal 
year. Weare talking about the fiscal year 1959. 

Senator Magnuson. That is June. 

Mr. Basnicut. The money is not provided in the 1960 estimate so 
you would have to end up deferring a like item through the year 
1960. 

Senator Macnuson. Would it be correct to state that it was hard for 
you to estimate the amount when you started out last year? 

Mr. Basnieut. No, sir; it is a pretty scientific process we go 
through. We know the rate for utilizing supplies for such things 
as radio tubes, We know the life expectancy of the tubes, the kind 
of facilities that have that kind of tubes and how frequently we need 
to replace them. 

So that even though we deal with larger numbers of things we can 
compute our needs quite accurately. 


INSTALLATION OF TERMINAL GEAR 


Senator Magnuson. On the other items you say : 


Deferral of placing these orders for installation of terminal gear could delay 
the scheduled operational dates for traffic-control centers and require the elim- 
ination of other program items next year— 
what do you mean by traffic-control centers? Is that all the towers? 

Mr. Pyte. No; there are 26 traffic-control centers in the United 
States. 

Senator Maenuson. They are regional ? 

Mr. Pytz. Yes. They are the nerve center of the en-route operation. 
For instance, when we take off going to Seattle, the control respon- 
sibility is handed from the Washington center to Pittsburgh to 


Indianapolis, Chicago, and so on. This is the nerve system of the 
whole air-traffic-control operation. 


REGIONAL CENTERS 


Senator Macnuson. How are you coming along with your regional 
centers? Have you established them yet? 

Mr. Pyie. The continental regions? 

Senator Macnuson. Yes. 

Mr. Pytr. We are making a complete study of our whole regional 
setup to be sure we are being responsive to the requirements of the 
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users throughout the country and at the same time have the most 
efficient organization to handle it. 

We are just starting the study that Mr. Quesada recently authorized. 

Senator Magnuson. Does the same cooperation between the agen- 
cies that you testified to a few weeks ago still exist? 

Mr. Pye. Yes, sir. 

Senator Magnuson. In other words, you have your people in there 
and vice versa ? 

Mr. Pyte. That is right. 

Senator Maenuson. Any questions of members of the committee? 

Senator Attorr. Mr. Chairman, I have a couple of questions. 

As I understand it, last year on this grants-in-aid you received the 
total amount you asked for. 

Mr. Basnicur. That is correct. 

Senator Atxorr. And then this $20 million that you are asking for 
now, was that presented to the House? 

Mr. Basnicut. No, sir; it was not. 

Senator Atiorr. Then when did you find out you were going to 
need this $20 million ? 

Mr. Basnieutr. When our regular budget estimate was submitted 
there was a lag of some 17 months, on an average between the time 
a grant is extended and the time the bill is payable. 

In the past several months, as Mr. Pyle has pointed out, this lag of 
17 months has been reduced to about 12 months by a combination of 
factors, more alert administration of the program, a greater munic- 
ipality interest in airports, and the industries build up in terms of 
aeronautical activity. 

These several things have caused this lag to be reduced. 

Senator Atxorr. I can understand that but this has not all occurred 
in the last month or 60 days since you appeared before the House on 
this, has it ? 

Mr. Basnicut. No, sir. It has occurred over the past several 
months. It has taken some time to firm up the figures and then proc- 
ess the estimates through the Bureau of the Budget and to the Con- 
gress. 

Senator Atiorr. It was not presented to the House then because 
you did not have the figures prepared to do it at that time? 

Mr. Basnicur. That is correct. 


RECRUITMENT PROGRAM 


Senator AtLorr. Now under the recruitment program how many 
of these people did you have at the end of March ? 

Mr. Basnient. We had an employment at the end of March, 27,904. 

Senator Atiorr. Of these new employees. 

Mr. Basnicut. We didn’t have any of these 600 we refer to. 

Mr. Pytx. These will be brought into the system as of May 1. 

Senator Atuorr. After you get the money ? 

Mr. Pye. That is right, sir. 

Senator Maenuson. I want to point out that during the hearings 
on our aviation bill one of the paliiiious we were getting at was the 


problem of training and getting these new employees as the base for 
these control tower operations and the whole maintenance of the 
problems we had, as I understand it, was to get them and to get them 
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going and to have them because when you were down to CAA it was 
pretty hard to get competent people. 

I think this is one of the most important items in the whole thing. 
To me this is much more important than the equipment business. 

Mr. Pyze. The point I would like to make, Mr. Chairman, is that 
this list of items represents our best judgment as to how we would 
apply this cut of $1.7 million to our planned program. 

Otherwise, we will have to take it all out of personnel. Taking 600 
out of personnel means we are suffering a 2-month lag in bringing 
new facilities into the system. 


HOUSING PROBLEM 


Senator Macnuson. How are you getting along with your housing 
problem? Do they have you straightened out a little bit? 

Mr. Pyte. We are now in the emergency hospital on New York 
Avenue and we are gradually putting the rest of our people down in 
temporary buildings on Constitution Avenue and 17th Street. 

Senator ALLorr. “How many do you have in your whole recruitment 
program as of March 31? 


TOTAL AGENCY PERSONNEL 


Mr. Payne. Total agency personnel, Senator ? 

Senator AtLorr. Yes. 

Mr. Basnicut. As of March 31, under the appropriation expenses, 

which is our main operating activity, the employment count is 27,904. 
We estimate by June 30 that count will rise to approximately 30,000. 

Senator Attorr. Is there any possibility that you would have any 
left out of that appropriation to take care of this 600 that you are 

ing to? 
air Basnicut. No, sir. 

Mr. Pyir. We have absorbed about $2 million of the increased pay 
costs expenses. Since our annual budget was submitted we found that 
we had a delay in the commissioning ‘schedule for new facilities. We 
had a lag in these schedules and have improved our administration 
which enabled us to absorb $2 million. 

We just cannot absorb any more. I think that is the answer to the 
point you make. 

Senator Magnuson. Any further questions of Mr. Pyle? 

If there are no further questions of Mr. Pyle he may be excused. 

Mr. Pyie. Mr. Basnight reminds me of a further point. We have 
had a little problem in getting these funds to rehabilitate the New 
York Avenue Emergency Hospital building. 

We need about another $150,000 to get this done. 

Senator Maenuson. You had better come in and talk about that . 
when you get your regular appropriation. 


Mr. Pyuer. Yes, sir. 


Senator Magnuson. We will have enough trouble with this as it is. 
= 
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GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN FLOETE, ADMINISTRATOR, AND MAX 
MEDLEY, COMPTROLLER 


RESTORATION REQUEST 


Senator Magnuson. We have one more agency left, General Sery. 
ices Administration. 

Mr. Floete, we have kept you waiting a long time. 

There are 10 items in this bill for the administration and you have 
two new requests which were not considered by the House. Reduce. 


tions were made by the House in all 10 items but I understand that | 


you are going to absorb 8 of them. 

Mr. Frorrr. That is correct, sir. 

Senator Magnuson. You request restoration of $5 million for the 
general supply fund and $63,900 for the operating expenses, National 
Archives and Record Service. 

Now, that is the two items you request restoration of. The other 
items are $890,000 for wage board increase in Public Building Service 
and $1,400,000 for refunds under the Renegotiation Act. We will 
place your letter with the amendments in the record in full and will be 
glad to hear from you on the two items, first the $5 million for the 
general supply fund. 

(The letter and amendments referred to follow :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D.C., April 2, 1959. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: The second supplemental appropriation bill for 1959, 
H.R. 5916, as passed by the House includes 10 specific items for the General 
Services Administration, all of which were reduced below the amounts proposed 
by the President. 

We will be able to adjust our programs between now and June 30, 1959, to ab- 
sorb the reductions in most of these items. However, we would like to appear 
before the Senate Committee on Appropriations to present and explain restora- 
tion of House cuts in two items. 

It is my understanding that the President proposes to transmit in the near 
future additional supplemental items for GSA directly to the Senate. These 
could be discussed with the committee at the same time. 

Sincerely yours, 
EpWARD K. MILs, Jr., Acting Administrator. 


GENERAL SERVICES ADMINISTRATION 
SUPPLEMENTAL ESTIMATES OF APPROPRIATIONS, 1959 


AMENDMENTS TO H.R. 5916 PROPOSED BY GSA 


The General Services Administration requests the Senate Committee on Ap 
propriations to favorably consider four amendments to H.R. 5916, a bill making 
supplemental appropriations for the fiscal year ending June 30, 1959, as passed 
by the House. 

The bill now includes 10 specific items for GSA most of them for additional 
funds to liquidate previously authorized deficiencies due to increased salary or 
wage rates, authorized by law. The House reduced each of these 10 items below 
the amounts transmitted to the Congress by the President. 

For 8 of the 10 items which were reduced by the House we have been able to 
devise various means of absorbing the reductions without reduction in force 
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or placing employees in a leave-without-pay status. For others we request that 
the Senate make the restorations proposed in the following amendments. 

GSA amendment No. 1 for operating expenses, PBS reflects complete absor- 
tion of the. House cut of $354,440 but proposes an increase of $890,000 over the 
House bill to provide for increases in wage board rates approved since the 
original supplemental estimate was prepared and through March 22, 1959. 

GSA amendment No. 2 for additional capitalization of the general supply 
fund proposes restoration of the $5 million cut by the House. 

GSA amendment No. 3 for operating expenses, NARS proposes complete 
restoration of the House cut of $63,900 for payment of salary and wage increases. 
This restoration is important as further increases in wage board rates between 
January 10 and June 30, 1959 are estimated to cost an additional $18,000. 

GSA amendment No. 4 proposes the insertion in the bill by the Senate of a 
new item of $1,400,000 for refunds under Renegotiation Act, the need for which 
arose subsequent to the House hearings on the bill. 

Explanation and justification of each proposed amendment is set forth in 
the material which follows. 


GSA AMENDMENT No. 1—OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


PROPOSED AMENDMENT 


On page 40, line 14 of the bill as passed by the House, strike out “$3,189,960” 
and insert in lieu thereof “$4,079,960”. 


Budgetary data 


Supplemental estimates transmitted in H. Doc. 90_--------_------ $3, 544, 400 
I sac cc pumice madionpeciniannih 3, 189, 960 


Restoration proposed in this amendment____--____-______..-_-_____- 0 
I? SE i ii cea cer enenanen 890, 000 
Dee cmenwon oy tis amendment... 4, 079, 960 


Reduction made in House bill —854, 440 


LEGISLATIVE HISTORY 


Bill as passed by the House: GSA justifications, pages 3—5, 7-11; House hear- 
ings, none held on this item; House Report No. 238; not mentioned. 

Additional amount: Senate Document No. 20, page 6, “This proposed increase 
is to meet the costs of wage board pay increases granted January 11 through 
March 22, 1959, and is in addition to the $3,544,400 contained in House Document 
0 transmitted to the Congress on March 2, 1959.” 


JUSTIFICATION OF THE AMENDMENT 


This amendment provides for increased costs due to additional wage rate in- 
creases made effective January 11 through March 22, 1959, subsequent to those 
provided for in the House bill. 

The original estimate of $38,544,400 transmitted to Congress by the President 
in House Document No. 90 was the basis for the House bill. It provided for 
increased costs incident to pay act costs for classified employment for the full 
fiscal year 1959, and an amount for wage board rate increases covering those 
effected in certain localities through January 10, 1959. 

The House reduced the request by $354,440. Adjustments have been made in 
the operating program to offset this reduction so no appeal is made for restora- 
tion of this amount. 

Since the original estimate was prepared by GSA (Jan. 6, 1959), there have 
been further increases in wage rates in other localities January 11 through March 
22, 1959, as set forth in exhibit A beginning on page 3. Additional costs due to 
increases during this period are provided for in the additional supplemental 
request of $890,000 transmitted by the President to the Senate in Senate Docu 
ment No. 20, 

It is urged that the Senate add the full amount of $890,000 to the House bill so 
that the full cost of wage increases effected through March 22, 1959, 
be financed. 

No provision has been made in estimates for the 1959 cost for wage board 
rate increases in additional localities to be effected between March 23 and June 
30, 1959, estimated to cost between $100,000 and $125,000. 


ean 
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Exnuisit A 
OPERATING ExpEnsEs, PBS 


Cost in 1959 of 1959 increases effected Jan. 11 through Mar. 22, 1959 


TT Te ae ee ne ee rites 
Effective date | Effec- | Average Number of | Cost in 




































































Locality of new GSA tive hourly employees 1959 
schedule hours increase affected 
“ant TA? So > aa Fee nearness LL 
REGION 2 | | | 
Rowmiber OF 55s ttl oth wos Jan. 11, 1959 960 | $0.1153 15 $1, 660 
AO Sh hack gel 8b aap udm see shored ees 960 . 1627 51 7. 966 
TN Shi cst entemipegnianal resell OP ccateka 960 . 1400 27 3, 629 
Lebanon-Shamokin, Pa_.........-------.-- Feb. 8, 1959 800 | . 1407 3 | " 338 
Scranton- Wilkes-Barre, Pa__.--...-..----.-|--__- EAE | 800 | . 1067 26 | 2.219 
ik on ia caked eacin’ 00.1i5:54. | 800 | . 1069 | 1 ts 
Binghamton, N.Y-...-..--..-.------- oe Mar. 8, 1959 640 | .1573 | 29 | 2 919 
WONT NE rnc wiehonecensoioninsdacces ee 640 . 0827 4 "919 
New York, N.Y.-Newark, N.J_..---..--._.] Mar. 22, 1959 | 560 . 1347 920 69, 396 
| , 
a 
i ie viereticn dhe aiis Gp dematcknal «noneees |------ ‘A | 1, 076 88, 424 
———] = —— SV = 
REGION 3 | 
Marietta, Ohio (Parkersburg, W. Va.)_...-- Jan, 11, 1959 | 960 | . 1480 7 2, 415 
oN I ris cs entemistansinme oll manent 2... nkei | 960 | . 1427 25 | 3, 425 
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STE ssdiniideid-deictipntanunactinisiipirsinived Mar. 22,1959 | 560 | 1527 24 2 052 
staal aiae ian eebiasticcuicitintamsceteisined 'Aieiscnaceevme alin iagaeneel |---------- 2 3 7 004 
————. == 4 | __ —— —== 
REGION 5 
I ie lnssniens wiininioema util Jan. 11, 1959 960 . 0933 10 896 
IP ET REUUIR. SPUD. cnccacnwecnsccucudan Saks e ae | . 1873 35 6, 293 
PN hl ini cid clei nena onimenielhias dl 960 | . 1553 5 2, 236 
Columbus, Ohio......-...--- 960 | 1873 107 19, 240 
Cincinnati, Ohio. _....-..--- 960 . 1480 155 22, 022 
Dayton-Sprinefield, Ohio.....--....--..-._- R80 . 1920 21 3, 548 
I ec 880 1507 39 5.172 
SEN oe bo che nemenn tomes 880 . 1887 177 | 29, 393 
RAMEY EW 132.05)... 102-1002. -02 640 1633 12 | 1, 254 
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REGION 6 sil oud A neat yh | oi - 
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a aan ene ee Jan. 25, 1959 880 . 1333 411 | 48, 210 
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i it la Nae dl clea eet en tel Feb, 8, 1959 800 1453 29 3, 371 
SE conancecmcennvanconsnnenc Mar. 22, 1959 | 560 | 0953 252 | 13, 449 
Mk ee oe 560 . 1673 67 6,277 
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te ali attain Aten totaal hn diced emcnbannhaethnnhe steed ws 351 | 23, 315 
Total, Jan. 11 through Mar. 22, 1959._}..............- hcdsddnd 1429] ~—-7, 718 987, 588 
OE-PBS portion, 87.1 percent.........-]..............- een ered ic. stench hdc 834, 059 
Payments to retirement fund, at 6.5 ] | 
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GSA AMENDMENT No. 2—GENERAL Suppty FuNpD 


PROPOSED AMENDMENT 


On page 19, line 11 of the bill as passed by the House, strike out “$10,000,000” 
and insert in lieu thereof “$15,000,000.” 


Budgetary data 


Supplemental estimate transmitted by President__.._._._..-_____- $15, 000, 000 
I OI CT URI, in winnings 10, 000, 000 

Reauciion maee in ours Pil. Cece ene —5, 000, 000 
Restoration proposed in this amendment___-_.-_-_______________ 5, 000, 000 
nt oe Snemeed DY. THis OMOCTGMONG. . 8 a i ties 15, 000, 000 


LEGISLATIVE HISTORY 


GSA justifications (dated February 16, 1959), pages 11-22; House hearings, 
pages 238-240; House Report No. 238, page 9, ‘‘The committee has approved 
$10,000,000 additional capitalization for the General Supply Fund, a reduction 
of $5,000,000 in the request. Some increase in capital appears to be necessary 
as the sales voluine continues to rise, and the Bureau of the Budget is urged 
to continue its efforts to assist the General Services Administration in having 
agencies pay their bills on time so that such capital requirements will be kept 
at a minimum.” 

JUSTIFICATION OF THE AMENDMENT 


Request for $15 million additional capital was justified on the basis of 
expanded supply distribution sales program and necessity for limiting advances 
from customer agencies to the maximum practical level which was estimated 
at $9.1 million. As of February 28, 1959, such advances, subject to agencies’ 
conditions requiring “‘return on demand,” stood at $24.2 million in excess of 
the $9.1 million. Action by the House in approving $10 million for the GSF 
recognized the need for some additional capital to support the growing sales 
yolume. Reduction of $5 million was predicated on anticipated acceleration in 
payment of bills by customer agencies. Although decided improvements have 
been made in this area, they will not produce enough cash to permit repayment 
of advances from customer agencies prior to June 30, 1959, without putting 
financial strain on the general supply fund. 

Restoration of the $5 million is therefore considered urgent. 


GSA AMENDMENT No. 3. 





OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORDS 
SERVICE 


PROPOSED AMENDMENT 


On page 40, line 22 of the bill as passed by the House, strike out “$575,100” 
and insert in lieu thereof “$639,000”. 


Budgetary data 


Supplemental estimate transmitted in H. Doc. 90_--------_-________- $639, 000 
I a oa celesiccianeinmintuinneomemmanuieeeanety 575, 100 

Ot I OI id re ndenticersnaatciin conse ansecyenendiomes monn te —63, 900 
Restoration proposed in this amendment__._---_-__-__-_-_____-_-___- 63, 900 
Bill as changed by this amendment___.--_---_____~-_ i alee ad ae 639, 000 


LEGISLATIVE HISTORY 


GSA Justifications (dated March 5, 1959), pages 8, 4, 6, 12; House hearings, 
none held on this item ; House Report No. 238, not mentioned. 


JUSTIFICATION OF THE AMENDMENT 


This amendment proposes the restoration of the reduction made by the House 
in the financing of increased costs due to increases in salary and wage rates 
currently being paid pursuant to law. 
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The original supplemental estimate of $639,000 considered by the House jn. 
cluded (@) $612,300 for increased costs for classified employees during 1959 
due to increased salary rates authorized by the Pay Act of 1958, and (b) $26,700 
for increased costs during 1959 for wage board employees due to increased wage 
rates in certain localities effected between May 5, 1958, and January 10, 1959, 

Activities financed by the regular 1959 appropriation “Operating expenses, 
NARS” have been programed for the year on a deficiency basis in anticipation 
of a supplemental appropriation as requested in the original supplemental esti- 
inate. 

The regular “Operating expenses, NARS” appropriation is used mainly for 
salaries and for expenses of space occupied by records centers, which are not 
susceptible to cutback on short notice. 

The reduction comes so late in the fiscal year that there is not sufficient time 
to meet it by orderly replanning of the operating program. The House cut 
is the equivalent of the payroll for some 335 employees for one pay period. 

Since the estimate was prepared, wage board rate increases in additional 
localities have been put into effect which will increase costs by $15,500, and it is 
estimated that increases during April, May, and June will cost an additional 
$2,500. 

GSA plans to absorb the estimated additional $18,000 for wage board in- 
creases subsequent to January 10, 1959, if restoration is made of the $63,900 as 
requested. 


GSA AMENDMENT No. 4—REFUNDS UNDER RENEGOTIATION ACT 


PROPOSED AMENDMENT 


On page 19, after line 16, of the bill as passed by the House insert: 


“REFUNDS UNDER RENEGOTIATION ACT 


“For refunds under section 201(f) of the Renegotiation Act of 1951 (50 U.S.C. 
App. 1231 (f)), $1,400,000, to remain available until expended.” 


Budgetary data 


Supplemental estimate transmitted by the President (transmitted 
directiy to Senate, 8: Doc: No: —)iso0L eee ek $1, 400, 00 


LEGISLATIVE HISTORY 


GSA justifications (see below) ; House hearings, item transmitted after House 
hearings were completed; House report, item transmitted after House bill was 
reported ; Senate Document No. —, page 7, “This proposed supplemental appro- 
priation is to make available funds for the payment of rebates and refunds 
pending in the Tax Court of the United States, the Internal Revenue Service, 
and the General Service Administration.” 


JUSTIFICATION OF THE AMENDMENT 


This supplemental estimate is requested to finance refund and rebate pay- 
ments due World War II contractors upon approval of claims presented under 
the Revenue Act of 1943 and the Renegotiation Act of 1951, as amended. The 
expense of processing the claims by GSA is financed from other funds. 

As of February 28, 1959, 4,007 claims for rebates had been received of which 
164 were denied or withdrawn, 3,778 settled, and 65 are pending. In addition, 
111 appeals to the U.S. Tax Court had been decided against the United States 
and paid; others are pending. As of February 28, 1959, payments on claims 
totaled $49,247,783, of which $41,414,836 were for rebates and $7,832,947 for 
refunds. 

Although the exact amount and timing of payments remaining to be made is 
unpredictable, it is estimated that they will total $2,724,735, of which only 
$732,903 was available February 28, 1959. 

On March 19, 1959 we were notified that three claims for refunds had been 
settled by the U.S. Tax Court for $733,000 and that two refund claims had 
been settled by negotiation for $100,000. These settlements alone are in excess 
of funds currently available for payments. 





Cl: 
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It is important that additional financing be provided as soon as possible as 
interest on refunds will continue to accrue at 4 percent until paid. 

Owing to strict budgetary policies and unpredictable timing and amount 
of payments, this supplemental request has been held to an amount estimated 
to be required for payments prior to June 30, 1960. The estimate is developed 
from the status of claims February 29, 1959, at average rates of payments to 
date as follows: 


Claims for rebates: 


26 claims pending in GSA; gross $2,137,215, net at 22.2 percent_._. $474, 462 
39 claims pending in IRS; gross $3,137,398, net at 22.2 percent__._ 696, 502 
28 claims pending in IRS on which interim payments of $8,015,415 
were made; reserve for final payments at 5 percent____________ 400, 771 
Estimate of remaining rebate payments___._.____.____-_~_ 1, 571, 735 





Claims for refunds: 
8 claims recently certified by U.S. Tax Court 


ieeciina si macs 733, 000 
2 claims recently settled by negotiation___.____._________________ 100, 000 

8 claims pending in U.S. Tax Court, estimated at $40,000 each___ 320, 000 
Estimate of remaining refund payments___.___-____-_-__ 1, 153, 000 

Hatimate of all remaining payments_________.___.______-_____.___._ 2, 724 735 


Unobligated balance available Feb. 28, 1959__...-_______________ —732, 903 


Financing required for remaining payments__________________ 1, 991, 882 
Estimated for payments after June 30, 1960______-.________________ —591, 832 


Estimated appropriation required at this time 
GENERAL SupPPLY Founp CapPrIiraL 


Mr. Fiorrr. As you know, Mr. Chairman and gentlemen of the 
committee, through the general supply fund, we operate our supply 
business to ali Federal agencies, civilian and military. We also, 
through that fund, operate our motor pool system. The motor pool 
system was inaugurated subsequent to the passage of a law by Con- 
gress some 3 or 4 years ago. We have now about 34 motor pools 
which are operating very satisfactorily and at a very much reduced 
cost to the Government. We have about 10,000 cars in the pools now. 
We hope ultimately to have some 65 or 70 of these pools operating in 
the larger centers of Federal employment. 

The business of our Federal supply system has grown very rapidly 
in the last few years. In 1955 through our supply depot system we 
supplied about $175 million of common use items to the Federal 
agencies. A year ago when we submitted our 1959 appropriation bill 
we estimated that the sales would be $300 million. The sales have in- 
creased very rapidly. 

But now we estimate for this fiscal year that the sales will be $325 
million. We need this $5 million for additional capital above the 
$10 million which the House allowed, because of this growth in sales. 
We have been beggars in a sense by being forced to go to the military 
agencies and ask for advances against their purchases due to leav- 
ing inadequate capital in the fund. At the present time the three 
departments have advanced about $20 million, but it is under the 
agreement that they can get it back whenever they want it. 

We will have to return at least $15 million of that by July 1. That 
puts us in a position of being short $15 million to properly operate 


38932—59-——-72 
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under the fund. This of course is not an expenditure item. It is 
simply working capital and something that we need very much to 
take care of the growing business. 

. I think that this central supply business is a very desirable thing. 
It permits large centralized buying whereby we can get good prices, 
I am sure we save the Government as a whole at least 20 percent. 


SALES TO DEPARTMENT OF DEFENSE 


Senator Ertenper. What percentage of the requirements for the 
Army, Air Force, and Navy, do you supply ? 

Mr. Fiorre. Of the $300 million sales, about 50 percent or a little 
more is to the military departments, but that is constantly increas- 
ing because they are using our service more all the time and thereby 
doing away with a duplicating source of supply. : 

Senator Ettenper. Do they purchase as much as half of the goods 
they need through your agency 4 

Mr. Fuiorre. I don’t think, Senator, we would have any way of 
really knowing that. They buy about half of what we sell. I suppose 
it is less than that. 

Senator Macnuson. Common use items? 

Mr. Fioere. Yes, sir, and we confine ourselves to common use items. 
We have in our system about 8,000 or 8,500 items. Of course, in the 
whole Government supply system there are hundreds of thousands of 
items. 

RESTORATION OF REDUCTION FOR SALARY AND WAGE INCREASES 


Senator E.itenper. Mr. Floete, of the sum sought to be restored, 
how much is due to increase in wages? 

Mr. Fuiorre. The $5 million has nothing to do with the increase. 

Senator ELLenver. I understand that, but what part is for pay 
increases ? 

Mr. Fioere. The House cut us about $575,000. We are absorbing 
all of that except $63,900, which is all in the operating expenses, 
Nationa] Archives and Records Service. 

Senator ELLenver. Didn’t you ask the House for a specific sum to 
pay for increased wages? 

Mr. Frorre. Yes, certainly, $5,869,000. 

Senator Eitenper. How much of these increased wages are due to 
wage board increases and not by act of Congress directly # 

Mr. Meptey. Including the $890,000 which is one of the items that 
we have requested be added to the bill, about $2,400,000 is wage board. 

Senator ELLenperR. $2,400,000 out of a total of $5,869,000 ? 

Mr. Meptey. A total of $6,759,000 including the $890,000. 

Senator Eiitenper. That would be a little over a third. 

Mr. Meptey. Yes, sir. 


WAGE BOARD RATE INCREASES 


Senator Ettenper. How often do the wage board increases come 
about ? 

Mr. Meptry. Well, as the witnesses from the Veterans’ Administra- 
tion testified, Senator Ellender, they occur quite frequently. You 
might say more or less continuously all the way through the year. 
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Senator Ettenper. There seems to be no end to it. They sneak up 
on you and tell you what you ought to pay, and you have to get it 
some way. Am Ir ight ? 

Mr. Meprry. That is right. 

Senator ELLENDER. And you are not consulted on these wage board 
increases 

Mr. Meptry. In fiscal year 1956 we had a wage board i increase per- 
centagewise of about 5. 6; in 1957, 5.6. Fiscal year 1958, 5.7. 

Senator Macnuson. That is about 17 percent in 3 years. 

Mr. Meptey. Yes, sir. 

Mr. Fuorre. The increase on which this $890,000 is asked for is an 
average of a little over 14 cents an hour and it affects some 7,700 em- 
ploy ees. 

Senator Maanuson. In which area 

Mr. Frorre. All over the U en States except New England. 

Senator Macnuson. It includes the wage board increases all over 
the United States ¢ 

Mr. Frorre. That is for the period only January 11 through 
March 22. 

RESTORATION FOR OPERATING EXPENSES 


Senator Magnuson. Now what about the Archives and Records 
Service? Why do you need $63,900 for that ? 

Mr. Fiorre. We were cut that amount by the House. Now if Dr. 
Grover was here he would certify, I am sure, ‘that he runs a tight opera- 
tion and that there is no fat in his request. Now I believe he is right, 
he does run it that way. We have no way to absorb it. We have ab- 
sorbed over $500,000 of the cuts in the other items, but we just cannot 
do it there. We do say, however, that additional increases of $18,000 
that will accrue between January 10 and June 30, will be absorbed 
if we get the $63,900 that we ask be restored. 

Senator Magnuson. Where is the House report? What did they 
say about it ? 

Mr. Mepuey. I do not believe they said anything, Senator Magnu- 
son. This was just part of the general 10 percent cut on salary in- 
creases, 

Senator Magnuson. They did not pick out this $63,900? 

Mr. Mepiey. No, they just applied the 10 percent cut across the 
board. 

Senator Magnuson. I see. You asked for $639,000. This is one 
of the 10 percent cuts. 

Mr. Mepiry. That is right. In addition to the figures that Mr. 
Floete gave you. 

Senator MaGNuson. The House, in giving you the 10 percent cut 
under title 2 and items in title 1 said the trend in Government em- 
ployment is upward and the problem is widespread. They thought 
you people could get along with fewer employees. 

Mr. Mepiey. The total cost to GSA for the Pay Act and wage board 
increases, including the $890.000, plus estimated additional increases 
to June 30 is roughly $9,750,000. We will absorb $3,345,000 of that, 


but this particular cut, was ‘made in an appropriation where there 
is simply no room for absorption. 
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Senator Macnuson. You can leave out the $5 million. That has 
nothing to do with the absorption, has it, the general supply fund? 
Mr. Meptey. That was not included in the figures I gave you. 

Senator Macnuson. How much did the House cut you generally? 

Mr. Meptey. Generally they cut us 10 percent of the pay increase 
items, or about $575,000. 

Senator Macnuson. How much did you ask the House for in total? 

Mr. Meptey. We asked the House for Pay Act and Wage Board 
increases, in amounts totaling $5,869,000 excluding the $890,000 item 
before you. The reduction by the House was some $575,000. 

Senator Maenuson. You are going to absorb all of those with the 
exception of the $63,900 and the $890,000, is that correct? 

Mr. Fioere. No, we cannot absorb the $890,000. 

Senator Macnuson. I said with the exception. That is a new item. 
Why can’t you absorb the $63,900 ? 

Mr. Meptey. We will absorb $18,000 in additional wage board in- 
creases that are estimated to occur prior to June 30. We think the 
record speaks for itself in that we are taking 8 of the 10 cuts, but 
on this one we just don’t have room to take it. It would mean putting 
quite a few people in our record centers or in the National Archives on 
payless furloughs. 

Senator Magnuson. That is like saying in eight of them you had 
some fat, but in National Archives and Record Service you haven't 
got any. 

Mr. Meptey. I can see where that inference could be drawn. How- 
ever that is not the case. I will be glad to go down through each 
one of them and give you the details of how we propose to absorb the 
cut, if you would like to have them. 


RELATION OF GENERAL SUPPLY FUND CAPITAL INCREASE TO MOTOR POOLS 


Senator Ex.tenper. I would like to ask about your motor pool 
operation. How much are you asking for there to take care of that? 
You mentioned it a while ago. I tried to locate it in vour justification. 

Mr. Mepiey. We are not asking for any part of the increased cap- 
ital, the $15 million, for motor pools. The increase is to handle, as 
Mr. Floete said, primarily the situation which makes it necessary for 
us to have to beg for advances, plus a small increase to provide for in- 
creased accounts receivable due to additional sales. 

Senator ELtenper. The motor pools are handled on a reimbursable 
basis, are they not ? 

Mr. Meptry. Yes, sir, that is correct. 

Senator E,tenper. You really have working capital there to pur- 
chase your cars and the use of them is charged to the various agen- 
cies that participate in your pool. Isthat correct ? 

Mr. Meptey. That is also correct. 

Senator Exienner. Why should it be affected then? Are you in- 
creasing your capital? 

Mr. Meptey. Yes,sir. The present capital is $87,500,000, We have 
requested an increase of $15 million. 

Senator E.ienver. Is that for the purpose of buying more cars? 

Mr. Meptry. No, Senator Ellender. Mr. Floete I believe mentioned 
the motor pools only as an example of general growth of the business 
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along with the sale of common use items. The $15 million is needed 
primarily to handle the advances of funds we have received from agen- 
cies, the increased business which is occurring and which in turn in- 
creases the amounts we have invested in inventories and in accounts 
receivable. 

Mr. Frorre. We have about a $51 million inventory all the time and 
our accounts receivable run about $50 million. We have had to get 
these advances to keep us solvent, so to speak. But we just don’t 
have enough capital to operate efficiently. 

Senator ELttenper. Now, Mr. Floete, when you permit agencies 
throughout the United States and also here in Washington to make 
use of cars that you have in a pool, don’t you charge each agency for 
the use of that car? 

Mr. Fioere. Yes, sir. 

Senator Eiitenper. Does this charge permit a full return on your 
investment # 

Mr. Fioerr. Well, we have an investment in cars. 

Senator ELLENpDER. Your idea is to increase it then, because you need 
more cars ¢ 

Mr. Mepiry. We have a little under $18 million invested in motor 
equipment right now and none of the $15 million is programed for 
that purpose. 

Senator ELtenper. So that you keep that amount of investment 
more or less current 4 

Mr. Meptry. That is right. 

Senator E.tenper. It is not depleted because you charge all of the 


cost of administration and depreciation and other charges to the 
agencies which use the cars? 


Mr. Mepiry. That is included in the rates we charge; yes. 
Senator E.itenper. So that what you are really seeking is a little 
more money to buy more cars in the future ? 


INCREASED CAPITAL NEEDED TO CUT DOWN ADVANCES 


Mr. Mepiry. No. Fundamentally our request, Senator, is to en- 
able us to honor the commitments that we have made to these agencies 
when we secured the advances of funds to return them on demand. 

Senator Exxrenper. How can you honor that commitment except 
through the need of more cars? 

Mr. Mepitry. No. The advances were made, Senator, primarily 
for the purchases of common use items which they make from us, not 
for the use or purchase of automobiles. The motor poools and auto- 
mobiles percentagewise are a small portion of the total business done 
through the general supply fund. We now have some $24,200,000 
outstanding in advances, of which $20 million is from the military. 
We got those advances based on a commitment that we would return 
them in June or by July 1 if they had to have them. If they are not 
in a position to give us new advances out of their funds for next year, 
then the only thing we can dois to make vendors which we owe wait 
for their payments. That would mean losing discounts. 

Senator Magnuson. You asked the House for $15 million. 

_Mr. Meptey. They gave us $10 million and we are seeking restora- 
tion of the $5 million. As Mr. Floete also mentioned, this is not a 
net budget expenditure. 
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Senator ELutenper. If we should not give you the $5 million, the | 
result would simply be that you would carry the amount over to fiscal | 


year 1960 and it would be carried by the armed services as an accounts | ‘ 
receivable. Is that true? 4 
Mr. Fioere. Yes; but I think we are honorbound to return the ad- 
vances when they ask for them. t] 
Senator ELuenper. I know that, but still they get their money from 
the same pocket that you get yours. 
Mr. Fioere. That is right. 
Senator ELLEeNpDeER. So it would not make much difference. T 


Mr. Frorre. But they might be very unwilling to advance us any- | 
thing in the future if we do not return the advances on demand. 

Senator ExLtenper. I am sure that many of them do not like to | 
buy from you, but in the interest of economy, I feel that all agencies 
should be forced to give you their patronage insofar as the purchase | 
of common use items are concerned. 

Mr. Froere. It is growing. It is also growing with the military. | 
Senator ELtenpver. I know, but the rapidity of its growth is not as 
yet sufficient to really effect economy. T 

Mr. F oere. I think they are doing it more and more. In 1954 the | 
total sales of GSA were $102 million. Now they have increased to | - 
$325 million. It has been a steady growth. | 
(Discussion off the record.) 


INCREASE IN WORKING CAPITAL 


Senator Maenuson. The $5 million is really increase in working 


capital, is that what it amounts-to? 19 
Mr. Froere. That is right. | = 

| 19. 

REFUNDS UNDER RENEGOTIATION ACT = 

Senator Magnuson. Now, $1,400,000 for “Refunds” ? | 18 
Mr. Meptey. Yes, sir. Those are for rebates and refunds due to | a 


World War II contractors under the Revenue Act of 1943 and the | 
Renegotiation Act of 1951. As of February 28, 1959, we had proc- | - 
essed some 4,000 claims. Payments to date total some $49,247,000. 

For the remaining claims it is estimated that the payments will total | 

about $2,700,000. We had $732,000 unobligated on February 28. In 
March we were notified of three claims for refunds that had been 
settled by the Tax Court for $755,000 and two refund claims have 
been settled for $100,000. These settlements alone, of course, are in 
excess of funds currently available. 

Senator Macnuson. en are you going to get through with these 
things? 

Mr. Meptry. I wish we knew, Mr. Chairman, because we would like 
to get rid of this as soon as possible. 

Senator Maenuson. I don’t think it ever should have been your 
function to begin with. 

Mr. Mentey. It got to us this way. It was a part of the Bureau of 
Federal Supply when they were under the Treasury. When they were 
merged with GSA, we got this too. 

Senator Magnuson. And they have to be paid? 

Mr. Meptey. Yes sir. 
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Senator Macnuson. The quicker we get them out, the quicker we 
can see the light. 

Mr. Meptey. The cases settled by the court earn interest at 
4 percent. 

Senator Maanuson. I will be just as glad as you are when it is 
through. 

Mr. Mep ey. Yes sir. 

Senator MaGcnuson. Thank you very much. 

The following information on the District of Columbia and on the 
Treasury and Post Office Departments will be inserted at this point. 

(The information referred to follows:) 


(See p. 579) 
District oF CoLUMBIA 
DEPARTMENT OF PUBLIC WELFARE 


OFFICE OF DiRECTOR 


Time of latest arrival in District of Columbia for all public assistance cases approved 
during the 6-month period, October 1958 through March 1959 





Total ADC families All other (OAA, 


AB, ATD, GPA) 








Year of latest arrival 














Number | Percent | Number | Percent IN umber | Percent 

cle ani eda ikea a 2, 791 100.0 1,133 100.0 1, 658 100.0 
A tile dns cbtchdnsseancenoekamcuvess 27 9 9 8 18 a3 
ti cass basics ee quessdbin Shaki dp yes tw ww aan 150 5.4 65 5.7 85 5.1 
illite sie Si geuhied ests dieiainecinimhia inna einen 7 2.7 36 3.2 38 2.3 
a totes asSaiciencisnspich ah eethihense th th nein teense teh 85 3.0 48 4.2 37 2.2 
ihn we ddkuwan et hatenwahensirecamne 333 11.9 184 16.2 149 9.0 
aed nin Darina ctesbeih wie cani cies anes lla War 251 9.0 117 10.3 134 81 
EE ncn dcons Ghee hsinéacceneecwone 293 10.5 112 9.9 181 11.0 
ec del leh te Sind se dcr sda 429 15.4 115 10. 2 314 18.9 
IN, cate aon saw anthonoawhercuue 469 16.8 4s 4.2 | 421 25.4 
Born in District of Columbia. ..-.-...---- 670 24.0 389 34.3 281 16.9 
No-parent—child a resident._........----- 10 4 10 1.0 | nia lial eile ican 
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TREASURY DEPARTMENT 


DIVISION OF DISBURSEMENT 
SALARIES AND EXPENSES 


Schedule of supplemental appropriations and revised estimates 








1. Present appropriation or estimate ---.---.----- sea enh ak eas rented $17, 300, 000 
2. Additional amounts available_____________________- SIE 398, 671 
3. Transfer to Office of the Treasurer________________________ — 19, 000 
4. 1959 program obligated in 1958__..-.--.--.---------------- — 87, 581 
5. Total amount available... ..........-..... Danae WY, 592. , 090 
6. Apportionments: 
i ce wink mare scone aie er k 4, 692, 000 
REMI ao ere ete ak eee oe a Ms Koa oe 5, 138, 426 
ag kta Sis tinea ns to we ec hms a a 5, 334, 906 
eer eper ULES. CU LIGICL AO. De ook: EBLE ine 2, 426, 757 
: Total apportionments__-._.---.----- NE a Me nas 592, O89 
8. Obligations: at. 
lst quarter! 22.2. OS SLO rG SUS te ea hate 4, 690, 985 
NN ihekir oe aitinisoiish Wisi tirka spies dons dean wiry eo hci elen eat der ewrpriens ; 138, 574 
EE SILCT ISRO. eran : ; , 335, 773 
hie a ED SE SAE wean ie ade ke ain bianca 6 401, 758 
9. Total actual and estimated obligations________._---_--_- , 567, 090 
10. Less total amount available-_-_-_....-.-.---------.- — 7 7, 592, 090 
2. Estimated supplemental required - - - - -- - ie: 3, 975, 000 
12. Estimated supplemental included in latest budget__ eee 


13. Date needed: 
For obligation, Apr. 1, 1959. 
For expenditure, May 1, 1959. 
14. Estimated expenditures from supplemental: 





In budget Revised 
ie current Heesl-year_ 42... iu... ...,- $2, 608,400 $2, 843, 000 
In next fiscal year___-__---- Eee cae 853, 435 1, 132, 000 
nnn ae eee cule eee lo eee 
i nal li 3, 461, 835 3, 975, 000 


15. Actual 1959 obligations by months: 
el Seo. 2305 St et Ps eo. pie 2 tbl Sas, Gee 
I a a is Save inl aats ste aE cet eine 1, 482, 150. 46 
pemsemsber $056_.......<........- einai aap 1, 669, 958. 11 
Ces kale wis inden Spe minnie ee anioms'' VLG cs 
IS ee fe el + ¥, 621, 6588 
December 1958__-_- es _...--. 1,603, 870. 31 
NN ID ls es tk moh ene oA e+ che eo . 1,910, 333. 13 


Fiscat Service, BurEAU oF ACCOUNTS 
GENERAL STATEMENT 


The Division of Disbursement is responsible for disbursing moneys for all 
executive civilian agencies of the U.S. Government except the postal service, 
U.S. marshals, and certain Government corporations. The Division is not in 4 
position to exercise control over its workload. The workload is controlled by 
legislation, as interpreted and given effect to by the agencies responsible for 
carrying out legislative programs. 

The Division must be prepared at all times to make prompt payments to vet- 
erans, social security annuitants, and public creditors, based upon certified 
vouchers received from the administrative agencies. In preparing its annual 
appropriation estimates the Division must rely upon anticipated work volume 
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figures furnished by such agencies. Experience over many years has proved 
that as a general rule the agencies’ figures as to anticipated work volume, although 
made many months in advance, are reliable. However, it occasionally happens, 
as in the case of the previous 1959 estimates furnished by Social Security Admin- 
istration and Internal Revenue Service (referred to more specifically later in this 
statement), that the initial work volume estimates furnished by the agencies 
prove to be too low, resulting in the amount of appropriated funds being 
jnadequate. 

In addition to increases in the volume of payments to be processed, several 
new laws were approved after the 1959 Treasury appropriation bill was enacted 
on March 28, 1958, which resulted in additional work and greatly increased the 
costs which must be borne by the 1959 appropriation of the Division of Disburse- 
ment, namely, Public Law 85-462, dated June 20, 1958, increasing salaries of 
Government employees; Public Law 85-426, increasing postal rates; and Public 
Law 85-840, increasing rates of social security benefits. 

In order to stay within its reduced appropriation in fiseal year 1958, the 
Division was forced to defer the purchase of envelopes and other essential sup- 

lies into fiscal year 1959. This action resulted in shorting of inventories below 
evels considered safe for normal operations. The amount of items deferred 
totaled $252,000, which will have to be made up in 1959. While the Division 
js unable at this time to foresee savings which will enable complete absorption 
of this amount, nevertheless it is undertaking to do so in full in 1959. However, 
the Division feels that any further absorption of increased costs in 1959 would 
not be possible without seriously impairing the payment services which the 
Division is required to render. 

It is estimated that the additional amount of $3,975,000 will be required under 
the appropriation “‘Salaries and expenses, Division of Disbursement, 1959,’’ to 
enable the Division to meet increased costs and work load in carrying out its 
functions in 1959, as required by law. Of the total amount of this supplemental 
request, 45 percent, or $1,803,894, represents actual budget expenditures. The 
remaining amount, $2,171,106, covers social security work and would be charged 
to the two trust funds involved. Section 201(g) of the Social Security Act, as 
amended, provides that the managing trustee (Secretary of the Treasury) shall 
withdraw from the Federal old-age and survivors trust fund and the Federal 
disability insurance trust fund, the estimated expenditures by the Treasury 
Department for the administration of titles Il and VIII of the act. 

The following table summarizes the increases in the Division’s costs for which 
provision was not made in the 1959 appropriation: 


Additional funds required, fiscal year 1959 


1. Increased expense resulting from legislation: 
(a) Public Law 85-462, increasing salary rates__ $792, 835 
(b) Public Law 85-426, increasing postal rates_. 2, 260, 800 
(c) Public Law 85-840, increasing social secu- 


rity rates and work volume____...-_--- 441, 782 
Total legislative item increases__...........----- $3, 495, 417 
2. Increased work volume: 
(a) Social security payments____.......----- $391, 902 
(6) Tax refund payments_.-..........----.- 87, 681 
—_—_—_—_——- 479, 583 
Total supplemental appropriation requirements _ - - -- 3, 975, 000 


There follows an explanation of the increases set forth in the above table. 


1. Increased expense resulting from legislation 


(a) Public Law 85-462, approved June 20, 1958, increasing salary rates.—(1) 
This law increased the salary costs of the Division of Disbursement by $792,835 
ped ao year 1959, or approximately 104 percent as shown in the above table, 
item 1(a). 

(b) Public Law 85-426, approved May 27, 1958, increasing postal rates —Under 
the provisions of Public Law 83-286, approved August 15, 1953, the Division of 
Disbursement is required to reimburse the Post Office Department for the amount 
of postage accrued for checks and other official mail. Of the total volume of 
checks and bonds issued annually, in excess of 90 percent are mailed individually 
to the payees, requiring payment of postage at the first-class rate. The remain- 
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ing volume represents salary checks and savings bonds issued under the payrol] 
savings plan and are either delivered direct to agents, or bulk mailed to agents 
in the administrative offices for personal delivery. Public Law 85-426, approved 
May 27, 1958, provided for a general increase in postage rates including an increase 
of 1 cent an ounce for first-class matter. 

The 1959 appropriation (Public Law 85-354 approved March 28, 1958) carried 
an amount of $7,157,749 for postage for check and bond mail to cover the cost 
of mailing individually an estimated 238,591,600 checks and bonds during the 
year at the 3-cent rate. The 1959 appropriation also carried an estimate of 
$61,244 to cover the cost of bulk mailing of checks and bonds, and all other official 
mail matter. The Division will require an estimated $2,260,800, as shown in the 
above table, item 1(b), to cover increased postage costs for 11 months beginning 
August 1, 1958, for individual mailing of checks and bonds. The figure for in- 
creased postage is based upon the original work volume figures, and does not 
include increased postage which will be required on the increased work volume for 
1959. Postage at the new 4-cent rate was included in the unit costs in computing 
the cost of increased work volume to be processed after August 1, 1958. 

(c) Public Law 85-840, approved August 28, 1958, increasing social security rates 
and work volume.—(1) This law, among other things, provided for increases in the 
rates of social security benefits. The Division maintains in seven of its regional 
disbursing offices a total of 104% million addressing machine plates and punched 
cards, used in conjunction with various types of mechanical and electronic equip- 
ment for the purpose of preparing checks for social security beneficiaries. As in 
the case of addressing machine plates used for preparing civil service annuity 
checks, the social security plates and punched cards contain embossed or punched 
information as to name of each beneficiary, address, account number, and monthly 
rate. The cost of changing the monthly rates on 10% million plates and cards to 
give effect to Public Law 85-840 amounted to $353,978. 

(2) In addition, this act provided that certain dependents of disabled workers 
were eligible for the same benefits as those received by families of retired workers, 
The act also provided for retroactive payments to disabled workers and extended 
coverage to new groups, including employees of religious, charitable and nonprofit 
organizations not previously covered, and State and local government emplovees, 
As a result of this legislation and based on information received from the Social 
Security Administration, it is estimated that the Division will be required to 
process new cases and issue an additional 1,285,000 checks in 1959 at a cost of 
$87,804. In all, Public Law 85-840 will result in increased cost to the Division 
of Disbursement amounting to $441,782 in 1959 as shown in the above table, 
item I1(c). 


2. Increased work volume. 


Figures for increased workload cost include charges for postage, materials and 
labor, but no overhead. 

(a) Social seucrity payments.—On the basis of further information furnished 
by the Social Security Administration there will be a substantial increase in the 
number of claims received and processed by that agency during the fiscal year 1959 
over the original estimate. The increase was attributed by the Social Security 
Administration to the economic recession, as stated in pertinent part by the 
Director, Bureau of Old-Age and Survivors Insurance, in his appearance before 
the Senate Appropriations Committee in May of 1958 (p. 1069 of the hearings, 
H.R. 11645, 85th Cong.), in regard to the 1959 estimate presented by Social 
Security Administration: 

“This budget estimate is based upon estimates of the workloads which we 
will receive in fiscal year 1959 formulated in May and June of 1957 before the 
present economic recession. It is now clear that these workload estimates 
are substantially understated.”’ 

Later on the Director stated: 

“Since the bvdget before you is based on workload estimates made a year 
ago, that is, before the economic recession, consideration is being given to 
how much in additional funds will be required.” 

It is estimated that these additional claims will result in an increased workload 
of 5,234,000 checks in addition to the increase resulting from Public Law 85-840 
in the fiscal year 1959. The cost of processing new cases and making the 5,234,000 
additional payments will amount to $391,902 in the fiscal year 1959 of which 
postage alone will be $209,360. 

(b) Taz refund payments.—The Internal Revenue Service has advised that 
the number of tax refunds which the Division will be called upon to process in 





1959 
cost 
$87, 


Legi 


Oth 


Gra 


» wre 


—=Soeo on 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1145 


1959 will exceed the original estimate by 1,235,000 checks. It is estimated the 
cost of issuing and mailing the additional tax refund checks will amount to 
$87,681, in 1959. if 

Additional funds required, fiscal year 1959 


Legislative item increases 
Employees salary increases, Public Law 85-462, approved 
I i cscs oe nen, is wees i hen ctl chancel ase $792, 835 
Postal Rate Increase effective Aug. 1, 1958, Public Law 85-426 
a Sense se ns ccm ence atcannintin instr eights a AE add 2, 260, 800 
Social security rate changes, Public Law 85-840, approved 
Aug. 28, 1958 








Sai aig laa aves tae Wal cic ede bibs oh ct hcp De eis 353, 978 
i Sg tc 3, 407, 613 
Increase in work volume for social security benefits, 1,285,000 
items, Public Law 85-840, approved Aug. 28, 1958__________- 87, 804 
Grand total required for legislative items ________-__-_- .. 3,495, 417 
Other workload increases: 
Increase in volume of social security benefits over original esti- 
mates 0.204.000 Meme. 2 see es 391, 902 
Increase in volume of tax ref tnds over original estimates, 1,235 ) 5,000 
PE ae ote aan Cae sae a ee eens eee ans. 87, 681 


Grand total required for other workload increases_-_______ - 479, 583 


Grand tota! supplemental appropriation required: 


For legislative items - oe eh Reais Joo db ee 
For increase in work volume over original estim: ates i= 8 ee 479, 583 
Di cabbosha lita meant detains Gaueetondcin aa cies aia 3, 975, 000 


BUREAU OF CUSTOMS 


SALARIES AND EXPENSES 


Schedule on supplemental appropriations and revised estimates 
1. Present appropriation or estimate__........_._.._._________-- $47, 796, 368 
2. Additional amounts available__-......................_..-. 10, 000, 000 
3 metal amount available. ....-.......-.2 2.5.2... --- “67,796, 368 
4. Apportionments: 


DNC tetas se Set ee SSK J Se . 16, 013, 898 
Pe cata bieaSe ude seat eatuesde Job. Jhabec!. ESR 
ely hid des tnda cidewedonudentbedemauk cl awen 15, 065, 492 


4th oe Sweat nee Os ee See Die. Ae 10, 914, 176 





5. Total apportionments and reserves 57, 796, 368 


6. Obligations: 
lst quarter (actual) 


ee a pe a ca Re a -. 15,801, 955 
mn neuer (acgmel). 5 es ne a ee acu. 20,00 Ges 
PE Oe, | a oe ar . 15,170, 000 
eRUNON COMERUE ONY en cS ee cmecsenc= 15, 509, 370 

7. Total actual and estimated obligations___________- jn 287, 368 
meee ote) amount available... ...o<ocn<ccecnccceceu- _.. 57, 796, 368 

9. Estimated supplemental required _ - _ __- ee toate oe oe 4,491, 000 

10. Estimated supplemental included in latest budget___~__ ~~ 1, 255, 000 

ll. Date needed: 


For obligation, May 28, 1959. 
For expenditure, June 3, 1959. 
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Schedule on supplemental appropriations and revised estimates—Continued 


12. Estimated expenditures for supplemental: 


In budget Revised 
om een Gee Peer. 2s. ..........-. $4, 085,000 $4, 311, 000 
Sen nner. his. Ss Sek cc cn cae 170, 000 180, 000 
DCO es POOR oo tian. dois caus ) o edce eeu Clee, 
13. Actual obligations last 3 months: 
Seeeeneten. 80. SURE Ses shied bests Li Ske Ske seen. ode 5, 546, 754 
III Sith Deh eS ei ieintein OU debe éiihl wath 4, 861, 352 
Peet bS06 hed. cel. caked sc csai cot ean 5, 397, 937 


EXPLANATION OF REQUESTED 1959 SUPPLEMENTAL APPROPRIATION 


This 1959 supplemental request is being made to provide a total of $4,491,000 
for the purposes of financing pay increase costs under Public Law 85-462 
($4,255,000), postal rate increases under Public Law 85-426 ($37,000), and wage 
board rate increases which became effective during the 12 months ending Decem- 
ber 31, 1958 ($199,000). All of these increased costs are wholly outside the ad- 
ministrative control of this Bureau and have been included in a “deficieney” 
apportionment approved by the Director of the Bureau of the Budget. . 

The pay increase portion of this estimate ($4,255,000) represents the actual 
pay increase costs which accrued through the first half of the year, plus a projec- 
tion for the last half year of employees on the rolls. Full allowance for savings 
due to turnover, lapses, etc., have been made. 

The postal rate increase portion of this estimate ($37,000) represents the 11 
months’ cost of the basic one-third rate increase which was made effective August 
1, 1958, by Public Law 85-426. The annual postal cost of this Bureau under old 
rates was $120,000. A one-third increase represents $40,000 per year or $37,000 
for 11 months. 

The wage board increase portion of this estimate is $199,000. More than three- 
fourths of this amount ($150,000) accrued during the last 6 months of fiscal year 
1958, and was submitted to the Congress as a 1959 supplemental early in fiscal 
year 1959. This item was deleted from the bill with the recommendation that it 
be submitted later together with other pay increase items. See House Report 
No. 2221, pages 3 and 56. The remaining $49,000 represents those increases 
which have occurred during the period July 1-December 31, 1958. Each increase 
has been computed from its effective date through June 30, 1959, and this amount 
is included in the estimate. Nearly 800 employees in more than 30 communities 
have received these increases. We are required by law to place them into effect 
promptly. 

The absorption of these costs within our present appropriation would have 
necessitated a reduction of approximately 675 man-years of employment. Such 
a reduction could have been accomplished only through a mass reduction in force 
program applied early in the fiscal year. Such a reduction has been and is wholly 
infeasible in view of the continuing steady increases in al! major workload items. 
The following table highlights the increases in workload which occurred during 
fiscal year 1958 and those which have taken place during the first 5 months of 
fiscal year 1959. 











Fiscal year Fiscal year Percent | 6 months, 6 months, | Percent 

1957 195! change 1958 1959 change 
Formal entries filed... 1, 116, 211 1, 175, 271 +5.3 609, 684 636, 753 +44 
Carriers arriving... 38. 564, 443 , 466, 668 +2.3 20, 976, 812 22, 275, 392 +6.2 
Persons arriving. -...-- 132, 321, 187 137, 673, 041 +4.0 74, 283, 498 79, 000, 673 +6.4 
Invoices received - -.-- 1, 774, 343 1, 822, 149 +2.7 924, 666 988, 439 +6.9 
Total collections -....-. $1, 059, 900, 000 +5.9 | $594, 510, 104 | $647, 271, 222 | +89 


$1, 122, 000, 000 





Customs permanent full-time employment payable from the “Salaries and 
expenses” appropriation totaled 7,720 as of December 31, 1958, with annual 
salaries of $47,343,000. Of this total, approximately 650 are financed from 
reimbursements including funds received from the Departments of Commerce 
and Agriculture. As is indicated by the green sheets, no change in positions 
or employment will be made as a result of this proposed supplemental. 


~ FPF Be 


= 2, RH 


me 
ae ee 


12. E 


13. A 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1147 


U.S. SECRET SERVICE 
SALARIES AND EXPENSES, WHITE HOUSE POLICE 


Schedule on supplemental appropriations and revised estimates 


1, Present appropriation or estimate 
2, Additional amounts available 





3. Total amount available 




















AE OES 865, 000 

4, Apportionments: 

a ca a a a lk a os ae 247, 304 

A a a Ei cg i Se Be 249, 317 

clan or so on ds Rca cath AD nen one 2 gaat roca sn ‘Sandee 240, 958 

RF ae mena near Pie ogee gem ie pia a eit perl me Matete bes 127, 421 

a en cr asim anion eae en cane 
5. Total apportionments and reserves_________..._..._-__- 865, 000 
6. Obligations: 

mecmerter (actual. tI a ot 242, 185 

eR OT, AGT ee Gl LoL Ok 249, 753 

I aa aus Aon sas cca hal in owen ootciuong 249, 579 

ge inmimeson meimaehitd 253, 483 
¥. Total actual and estimated obligations.____._._._....______ 995, 000 
aes total amount available.......... eee 865, 000 
9. Estimated supplemental required__._.__._..-_..-___-__- 130, 000 
10. Estimated supplemental included in latest budget______._____-_- 114, 698 
ll. Date needed: 

For obligation, Apr. 1, 1959. 

For expenditure, Apr. 15, 1959. 

12. Estimated expenditures from supplemental: In budget Revised 
SELES EE FO $110, 000 $123, 115 
Ne eee ee eke a keoee 4, 698 6, 885 
a wl ainda Minick istic iclitie. vintepas Gime. atone 

i d 114,698 130,000 

13.. Actual obligations last 6 months: 
tata a tent Nene aeons ainda oho tabe eine mbennaaemines 84, 110 
i Se eg Ee Cee rs etn 75, 838 
a aah Nn RG Ai, Pa i tee hag I Desf conn A oa AO 82, 237 
Pree a he a ee eR Bi ta ee 83, 907 
irl BS ae er a a 75, 624 
a aE Sa bisa cae, wh een in hctsatinl sgueebbisbetieienminiion 90, 222 


GENERAL STATEMENT 


The White House Police force is responsible for the protection of the Executive 
Mansion and. grounds and is closely allied with the personal protection of the 
President and his family while in residence which requires continual and close 
— with the Secret Service personnel assigned to personal protective 
uties. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Request is made for additional White House Police to extend protection to 
files and those offices in the Executive Office Building (old State Department 
Building) occupied by members of the White House staff and for the increase 


due to change in pay scales not included in the regular appropriation for 1959 
(Public Law 85-584). 
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Detailed explanation of estimate 
Personal services: 








11 class 3 privates at $5,200 each (3 months)__........_._______- $14, 789 
any 6 pay Boers Ge-weer OO8S.................-......--.-.-. 220 

Pay increase (Public Law 85-584) . .......................-......- 114, 000 
Total increase in personal services_-_.............--.._-__---- 129, 000 
NN OSS ee 1, 000 
i ele tool betel 130, 000 


Eleven class 3 privates (4 months, March 1-June 30, 1959), $15,000.—Request js 
made for 11 additional police necessary for the protection of approximately 24,009 
square feet of space, including files, conference areas, and briefing rooms, located 
on the second floor of the Executive Office Building (old State Department 
Building), occupied by members of the White House staff. The funds requested 
will permit the employment of the 11 police for 3 months beginning with April ], 
1959, or an average increase of 2.8 man-years for the fiscal year 1959. 


Executive Office Building: 
Post coverage per day: 
NTE la uorelnibirniwas le ware cSuiietai 3 
nes ceinnbeeleldtiod i olathe medi 2 
IC te) ee oe 2 


Neen en cca i ale GL WAts alt a 7 
i cent adchccnnomes cde erie ine bapa how ane en 4 
I inci wecenacunnwe sdMinwnatn pismad cme ae li | 


The above complement is based on each person working approximately 225 
days per year after allowance for regular days off, holidays, sick and annual leave, 

Pay increase (Public Law 85-584), $114,000.—The requested amount of $114,000 
is for the change in pay scales authorized by Public Law 85-584 “District of 
Columbia Police and Firemen’s Salary Act of 1958,’’ funds for which were not 
included in the regular appropriation for 1959. : ; 

Equipment, $1,000.—Request is. made for $1,000 to uniform the 11 additional 


White House Police. 


BUREAU OF THE MINT 


SALARIES AND EXPENSES 


Not to exceed $500 of the appropriation granted under this head for the fiscal year | 
1959 shall be available for the purposes of the Act of February 28, 1929 (46 Stal. | 


1409), as amended by the Act of September 2, 1958 (Public Law 85-879), authorizing 


the Secretary of the Treasury to strike and present a gold medal in honor of Roger P. | 


Ames. 
JUSTIFICATION 


Amended appropriation language is requested authorizing the manufacture of 
a gold medal for Roger P. Ames from the appropriation currently available. 
This authority is requested to carry out the provisions of the act of Fel ruary 28, 


1929 (45 Stat. 1409), entitled ‘‘An Act to recognize the high public service ren- | 


dered by Major Walter Reed and those associated with him in the discovery of 
the cause and means of transmission of yellow fever,’”’ as amended by the aet of 
September 2, 1958 (Public Law 85-879), which inserted the name of Roger F. 
Ames. 
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U.S. COAST GUARD 


OPERATING EXPENSES 


1149 


Schedule of supplemental appropriations and revised estimates 


. Present appropriation or estimate_________.____._______-- 
Less 1959 appropriation available in 1958________________- 
Additional amount available (reimbursements) ____________- 


Total amount avaleine ic poss ese we ce retin ~ox 
, Apportionments: 

lst quarter 
2d quarter 
ey a rl Ae 
ROMEO tgs cciiiy sont oink os wee cas ink et eee < 
Budgetary reserves 


. Obligations: 
Ist quarter (actual) 
ee Et OAT oc bos ic oh week ho atas wen ws aay 
Se ND CIN a iiss 6 de wteerweneabialin«p emote 
ath quarter (estumated).............--~ Baa 7 Maran os 


$171, 700, 000 
—1, 111, 356 
30, 598, 770 
201, 187, 414 


56, 079, 095 
51, 166, 610 
51, 779, 158 


54, 854, 522 
51, 024, 969 
53, 145, 372 
49, 993, 551 


209, 018, 414 
201, 187, 414 
7, 831, 000 
7, 200, 000 





8. Total actual and estimated obligations__.___________ 
Peete! SINOUNT AVANADIO. 8. 5 eect canna -e 
10. Estimated supplemental required____________-___-_- 
11. Estimated supplemental included in latest budget____-______ 
12. Date needed: 

For obligation, Apr. 1, 1959. 

For expenditures, Apr. 15, 1959. 
13. Estimated expenditures from supplemental: 

In budget 
$6, 900, 000 
300, 000 


Pevised 
$7, 308, 000 
523, 000 


In current fiscal year 
RE OTN Gg): ea a ee 
After next fiscal year 





Te a a ee 7, 200, 000 7, 831, 000 
14. Actual obligations last 3 months: 
ere noe Ma Oia ans it bie tin aie a epoca oe anh oe 19, 029, 322 
Scar cae a ae ee et eae 15, 141, 773 
December 


16, 853, 874 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 


The purpose of this supplemental request is to provide $7,831,000 to cover the 
increased costs in fiscal year 1959 resulting from the military pay increases 
(Public Law 85-422), civilian pay increase (Public Law 85-462), settlement of 
claims against the United States for damages sustained from an explosion. at 
South Amboy, N.J., in 1958, and revision of the cost-of-living allowances for mili- 
tary personnel stationed in Hawaii and Alaska. 


2. Method of determining amount 


The $6,100,000 for military pay and the $1,100,000 for civilian pay were deter- 
mined by applying the new rates of pay to the personnel plans for 1959 and by’ 
incorporating into those plans the provisions of Public Law 85-422 for establishing. 
E-8 and E-9 enlisting grades and for payment of officer responsibility and en 
listed proficiency pay. The $400,000 for settlement of the South Amboy explosion 
claims was approved by the Attorney General. The $231,000 for increased 
cost-of-living allowances follows the rates established by the Department of 
Defense for Hawaii and Alaska and was computed on the basis of the number of 
eligible Coast Guard personnel stationed in those areas. 
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8. Reason additional funds required 


The passage of Public Law 85-422 and 85-462, the compromise settlement of 
the Attorney General relative to the South Amboy claims, and the revision to the 
cost-of-living allowances were not effected until after the submission of the 1959 
budget and so could not be included in those estimates. 

In addition, the Coast Guard is presently absorbing approximately $2 million 
in unbudgeted operating expenses as follows: 


(a) Payment to MATS commencing July 1, 1958, for transportation 
services previously furnished without charge_____._.__--.-_-- $350, 000 
(b) Rising military allowances (other than pay raises) : 
(1) Basic allowance for quarters—average age of personnel 
is increasing resulting in more married personnel and 


Re BIRO NEIDUNNG 6s Soo UC SAIL 280, 000 

(2) Food costs at Government messes have risen by 4 per- 
WS So Suter ernie Shee eran SEL is 468, 000 

(c) Payment to Corps of Engineers for aids to navigation maintenance 
on the Missouri River not previously reimbursed _--_-------~- 146, 500 

(d) Increase in engineer and scientist pay (Civil Service Commission 
te sn nr nr wb ees Lt I, i 140, 000 

(e) Payment of housing allowances for personnel occupying inadequate 
Government quarters (Public Law 85-241)_____-__-_-_____- 25, 000 
(f) Increased wage board personne! pay rates_-_- _ - _ -- Josie 476, 000 
(g) Claims for back pav of certain officers (Public Law 85—255) - _. 29, 000 

(h) Payment to MSTS for stevedore services previously furnished 
NR EID a ere wwe ene we ee eee CSU. 50, 000 
SPOS eee he eee See eC SSL _ 1, 964, 500 


Despite these absorptions, the Coast Guard further has reduced the original 
estimate of $6,900,000 for the military pay raise by $800,000 by slowing up the 
rate of implementation of E—8, E—9, and proficiency pay provision of the law. 

In order to carry out approved program and to pay personnel at the new pay 
rates, funds have been apportioned with a deficiency in the fourth quarter in 
anticipation of a supplemental appropriation. 


4. Justification 

Public Law 85-422, 85th Congress, 2d session, approved May 20, 1958, became 
effective on June 1, 1958. This law increased military pay and allowances for 
fiscal year 1959 under “Operating expenses’’ appropriation by $6,100,000. 

The new law provides for increases in hasic pay; establishment of two additional 
commissioned pay grades, O—-9 and O-10; two additional enlisted pay grades, E-8 
and E-9; special pay rates for commissioned officers in pay grades O—1 through 
O-3 who have had at least 4 years of active enlisted service; the establishment of 
optional provisions for the payment of enlisted proficiency pay; and the authoriza- 
tion of responsibility pay for commissioned grades O-3 through O-—6 where such 
officers are assigned to critical positions of unusual responsibility. 

The total increased fiscal year 1959 cost of this law is based on the planned 
total personnel strength for that year and the revised basic pay rates. Cost of the 
two additional enlisted pay grades was computed for 8 months and the officer 
responsi’ ility pay was computed on the basis of one-half year to allow for delays 
in implementing these new features. Additional funds to annualize these items 
are budgeted for fiscal year 1960. The estimate for proficiency pay is based upon 
implementation over a 4-year period. The effects of the revised basic pay rates 
on terminal leave payments, reenlistment bonuses, and Government contribution 
to social security have also been included in the total computation. 

Public Law 85-462, approved June 20, 1958, increased the pav rates of classified 
employees and employees whose salary ranges are administratively determined. 
Tis law increased civilian pav reeuirements for fiscal year 1959 under ‘Operating 
expense’’ appropriation bv $1,100,000. 

Detailed. computation of the increased cost of Public Laws 85-422 and 85-462 
is shown below: 
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Computation of increased costs 


MILITARY PERSONAL SERVICES 


ere eT ee Tee ty Ts ae Te eee fF hae ee. ed FU Ce eee ee oe eT eee 























Monthly 
increase | Average 
Basic pay based on | Average annual Total 
average number increase increase 
years of 
service 
—E — ee = | = 
tierce’ Sateeg pric naaictieeat masts aime ceatoanoe 
Commissioned: 
I ie citi and bad beh GSD weuhathl ote ndenetenn | $323. 60 1 | $3,883. 20 | $3, 883 
MRIs ok tk ee re Fn Seo Tee 273. 60 10 | 3, 283.20 | 32, 832 
eens onc einnnimanannmanatiees 207. 80 6 | 2,493.60 14, 962 
ian iinet a cidetier gaat ht anegeiat 161. 20 160 | 1,£34. 40 | 309, 504 
NN ie br nob niscgkedateeretanasedce 111. 60 385 1, 339. 20 | 515, 592 
Lieutenant commander. ---_--.------ Age ems # aa 55. 20 434 662. 40 | 287, 482 
ES sss adaiiedeaamiaiiee ‘caer 57. 60 562 691. 20 388, 454 
NLT cng cn ann aninemnecaciinasencmomansonenel 34. 60 428 415. 20 177, 706 
ne a os on neue enaodwaesous Lomein 1, 986 | 1, 730, 415 
Warrant 
W-4.....- teats ah de oe tice ema ne Onna me 60. 20 53 722. 40 38, 287 
a...... wanes na eieiea nk oses atieaenmaaar ae | 59. 00 119 | 708. 00 | 84, 252 
Baws iddsemewkceindnne diigindea aoe minted baiieliamd 32. 60 318 391. 20 124, 402 
etnies tcnaaaaetieniaehareamareriatnintacisigenatiduanaitednsimeiasenianinesnias 42. 60 377 | 511. 20 | 192, 722 
SN ili cecal ath oak cin k aie ih aa Wehdacenewinae ae ia eoeeinena 867 439, 663 
Enlisted: 
me Bia bres eae wen ee Pat 119. 20 17 1, 430. 40 | 24, 315 
tt Dini ieniansttipiatineneeetheaeebieps | 59. 20 68 710. 40 48, 307 
a ee ee ee 29, 20 2, 339 350. 40 819, 586 
Et ae eee so, tee tek SL eee 21. 00 3, 5E5 252. 00 895, 860 
Ce Scale cued orks neath dean caeet mecteonre 21. 70 4,100 260. 40 1, 087, 640 
a ee hadi tineadncdettenidh nine 9. 60 3, 279 115. 20 377, 737 
DE SaiSexdececcckete cen bbetbblbekcecusanasanensn | etanioen shine tootanbi BGO Nncasccc vain 3, 233, 445 
petal Dasie Pay MC0CAke Vn a snk. cece we newennnes= a i a a ee 5, 403, 523 
Other increases: 
Officer responsibility pay for 44 year only (127 officers) -_.....-..-.------...-.-..----..--- 60, 000 
Attendant costs resulting from the rise in basic pay: 
(a) Terminal) leave payments and reenlistment bonus_...........---------.----.---.- 456, 477 
(6) Government contribution to social security fund __......---.---------------- ee 180, 000 
licen aa dite Bila acai engin pkteeeaman et aemen as aae ean awe cewuenaaweienabee 6, 100, 000 








CIVILIAN PERSONAL SERVICES 





Number | Amount of 





increase 

1 $1, 365 
6 7, 620 
6 6, 585 
46 44, 825 
71 61, 235 
120 89, 225 
19 12, 470 
129 77, 550 
16 9, 050 

170 88, 67: 
81 39, 195 
290 128, 120: 
511 197, 530 
385 134, 960 
50 16, 790 
8 2, 499 
}, 909 917, 685 
ie a i catalan artes ninttinirtinesa tiie: bits uaa ediaditainin niente —46, 950 
ee eeenss fon Gleatified MOMMA. oicn cn oat ley owned > as cdnnsnenrqnsedpepensneses= 870, 735 
SD MOOD GO07 MININE GOOOUGMNNED oon co ccc eraccceceoccassceanssroopfocnsonenenee 44, 994 
Increased cost of employment Coast Guard yard__-.-........-...---------------- elsadeusuae 60, 515 
Part-time empleyment, lamplighters. ......._.. ........0.--.---.----- , 500 
EN EE EE OE SL we 3,598. 
i cgumpcnacmpateimaetouteshe 9. 068° 
Additional compensation in lieu of overtime and night differential pay - -...-.-.- 6, 690 
t contribution to civil service retirement fund._..............-..--..-|..--..----— 63, 746 
Government contribution to employee insurance. .............-...------.-------|------------ 3, 185 
ee cs cuanieieddneennsomaiiaionneneie’ 1, 100, 000 





88932—59——_-73 
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On May 19, 1950, an explosion occurred at the loading docks in South Amboy 
N.J. Claims exceeding $22 million were made against the United States. After 
much work, and to avoid more expensive litigation and possible large judgments 
against the Government, the Attorney General approved a compromise settlement 
of $400,000 for 121 claims filed against the United States. Since the U.S. District 
Court (N.J.) has already approved the compromise settlement, the Coast Guard 
must recognize this as a legal obligation. 

Effective February 1, 1959, the new allowance rates established by the Depart. 
ment of Defense Overseas Allowance Study Group will prevail for the Hawaiian 
and Alaskan areas. Quarters and subsistence allowances were authorized for 
the Hawaiian area effective August 11, 1958. Since the 1959 budget did not 
provide for these costs the amount required will be $231,000. 


Post OrriceE DEPARTMENT TRANSPORTATION, 1959 





ck pcan se uccnecenneancons ans $475, 000, 000 
ein cduneienseccanceccesececccocecnen= 516, 000, 000 
nN rad de econo ceccwsscecsusnso= 41, 000, 000 


Analysis of supplemental request 



































Activity and account Funds | Revised Additional 
available | estimate required 
Water transportation: 
I eae ee $3, 128,000 | $3, 128,000 |__--__. 
Foreign mail transportation......................--....-.- 11, 541, 000 11, 541,000 |___- 
Te earthtia natpintnninnimnemcenttednkisnincpanpuein oo 14, 669, 000 14, 669, 000 |__..-.__-- st 
Highway transportation: 
Ns snintesnaibeeesinssiin eatin mien endediiniblideindinninn ast 45, 570, 000 Oi COED hes ceed 
CE ee ee 13, 960, 000 Su | ere 
I eee eee 20, 878, 000 BO, SR O80 too... 
OTE I ha inintcccnochentindsanwaccdsiigelloased 6, 020, 000 BGR BO he enti 
si orn toni pletieatianatninang Ge cpeacielbnls 86, 428, 000 00,600,000 4;.: ...,...-.... 
Rail transportation: Railroad service............---.-----.--- 304, 142,000 | 345, 142, 000 $41, 000, 000 
Air transportation: | 
I T.nu) need higpibnionin atoms eines 42, 399, 000 SEA OND A conctuneancdie 
Ns ee Le ee 19, 102, 000 Bh Dy ED bans wundieeceee 
i wl Saishinn sbkwwnetl 61, 501, 000 61, 501, 000 | deisnteteicione ade 
Terminal and transportation charges by foreign countries- ---. 8, 260, 000 tS} ea 
Total transportation............-.....---.-.------------ 475,000,000 | 516, 000, 000 r “41,000, 000 


JUSTIFICATION 


In its order of December 30, 1957, the Interstate Commerce Commission 
increased the mail pay rate for the southern and western railroads. The rates 
of pay for the southern railroads were increased 6 percent from July 1, 1957, to 
August 31, 1957, and 13.5 percent on and after September 1, 1957. The rates 
of pay for the western railroads were increased 7.5 percent effective July 1, 1957. 
The effect of this order was to increase railroad costs $14 million in fiscal year 
1959. 

Interstate Commerce Commission order of June 23, 1958, increased mail pay 
rates for the eastern railroads 20 percent from July 3, 1956, to October 31, 1956; 
25 percent from November 1, 1956, to October 31, 1957; and 30 percent from 
November 1, 1957, to September 30, 1958. After September 30, 1958, the multi- 
element feature of the applicable rates should produce a mail pay increase of 
30 percent, when coupled with the changeover from ‘authorized service’’ to 
“‘space-used service.” 

e effect of the rate increase applicable to the eastern railroads was to increase 
mail pav in 1959 by $34 million. 

In fiscal year 1959 the combined cost of the southern, western, and eastern 
railroad rate increases is estimated at $48 million. In considering the various 
factors relative to the new system and new rates, it is estimated that $7 million 


ne’ 
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of the rate increase in 1959 will be absorbed within funds now available. The 
net additional amount required is thereby reduced to $41 million. 

The language for this supplemental appropriation is: ‘‘For an additional amount 
for ‘Transportation,’ fiscal year 1959, $41,000,000.” 


Program and financing 


aD 


Presently Revised Difference 
available estimate 





Program by activities: 
Se RGEE SEREDOLSBNION 6.8 oes as ennstenangnsennseu~ocea~ | $14, 669,000 | $14, 669, 000 


ae NUTRI CEOGIORSOROOUR Ss anc caecccccedaanstenancesece 86, 428, 000 86, 428, 000 


3. Rail transportation 304, 142,000 | 345, 142, 000 | +$41, 000, 000 
eee eee acti | 61, 501, 000 61, 501, 000 
5. Terminal and transportation charges by foreign 


slice tatickten dite teaicemenhhiivd id nhvaceeaesntonae 8, 260, 000 8, 260, 000 


a ar 
a a a a 475, 000, 000 516, 000, 000 +41, 000, 000 
Financing: Appropriation. or estimate_._............--.-.----- | 475, 000, 000 | 516, 000, 000 +41, 000, 000 


Total obligations 











Obligations by objects 








| Presently Revised Difference 
| available estimate 
03 Transportation of things_...........-.-.-..-..------------| $475, 000, 000 | $516, 000,000 | +$41, 000, 000 





Post OrriceE DEPARTMENT 


PAYMENT FOR PUBLIC SERVICES, 1959 
(Out of the general fund) 


Anaylsis of appropriation request 
Activity: 1969 estimated 
(1) Total loss on free and preferred rate mail__..-_---_---- $128, 236, 000 
(2) Loss on operation of star route system and 3d- and 4th- 
class offices 


(3) Loss on nonpostal services for other agencies -_-_-__-_-_-_---- 16, 988, 000 
rr rr ar rn: ns ee ee a UR eet 24, 894, 000 
(5) Cost of excess rates paid to foreign air carriers_-__------ 1, 141, 000 

a ace Reenter Mere aes ote is orto ees 171, 259, 000 


GENERAL STATEMENT 


The Postal Policy Act of 1958 (title 1, Public Law 85-426), approved May 27, 
1958, lists certain public services performed by the Post Office Department and 
authorizes the appropriation of such amounts as Congress may deem to be loss 
attributable to these services ‘based upon estimates submitted to the Congress. 
The amounts thus appropriated each year are to be paid into the postal fund as 
revenue from the general fund of the Treasury. These apporpirations do not 
earry with them any additional obligational or expenditure authority for the Post 
Office Department. 

The appropriation is merely a device by which the Congress itself will establish 
each year the portion of the Department’s net cost which should be borne by the 
general taxpayer. The remaining portion should be paid for by the users of the 
postal services in accordance with the provisions of the Postal Policy Act. 

In the closing weeks of the 2d session of the 85th Congress, after the passage of 
the Postal Policy Act, estimates of public service losses for fiscal year 1959 were 
submitted for the first time to the Senate Committee on Appropriations with 
the request for the inclusion of an appropriation for this purpose in the supple- 
mental appropriation bill, 1959, tnen under consideration by that committee. 
The committee deferred action on the request and recommended that it be 
resubmitted at the next session of Congress. 
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The estimates for public service losses as compiled by the Department are 
based on actual experience for fiscal year 1957 adjusted for changes in cost and 
volume anticipated for 1959. Costs used in these estimates are the fully allocated 
costs as developed by cost ascertainment system procedures. Revenues or 
reimbursements, if any, for the various services involved are also computed by 
cost ascertainment methods and applied against related costs in arriving at the 
estimated losses to be reimpursed from the general fund of the Treasury. 

In preparing the estimates called for under Public Law 85-426 (see. 104(a)), 
the Department has experienced some difficulties and has encountered inequities 
from the point of view of the general taxpayer which it believes call for amending 
legislation. This situation was foreseen by the President at the time he approved 
the bill on May 27, 1958, when he said, in part: 

“There are in the bill several matters which cause me grave concern. The first 
is the excessive amount of postal service costs which are assessed against the 
U.S. Treasury. Certain items identified as ‘public services,’ such as the star route 
system, are not services at all but are basic components of the system of moving 
mail between post offices. The consequence of this misconstrual of the public 
services performed by the Post Office Department is to burden the Treasury an. 
nually with $100 million or more of operating costs which logically and equitably 
should be paid by the users of the mails by means of proper rates of postage, 
The concept of public service which is inherent in the bill is clearly in error and 
without precedent. The true measure of the cost of the public services performed 
by the Post Office Department is the loss of revenue arising from specific rate con- 
cessions made under the law to certain subclasses of mail users. I am hopeful that 
the Congress will review section 104 with a view toward restating the public servies 
of the Post Office Department to conform with this concept.’ 

In the case of paragraph (2) of subsection 104(a), the Department has submitted 
no estimates for any losses that may be attributable to the operation of star routes 
and third- and fourth-class post offices, for the reason that it knows of no practi- 
cable wav such losses, if anv, may be determined. The reasons for this conclusion 
are outlined in the paragraphs immediately following. 

To understand why the Department has been unable to determine the loss re- 
sulting from the operation of star routes and third- and fourth-class offices, re- 
ferred to in paragraph (2), it is necessary to recognize the fundamental difference 
between (a) the activities covered by this paragraph which are functional parts of 
the postal svstem itself and for which no fees are charged as such and (6) classes or 
types of service offered by the system to its users, such as first-class mail, second- 
class mail, money orders, registry, etc., for which specific rates or fees are charged, 
Both the costs and revenues attributable to each of the various classes of service in 
the latter category have been determined for many years by the cost ascertain- 
ment svstem as required by act of Congress (39 U.S.C. 826) and adequate data 
with respect to losses under the various classes and subclasses mail are currently 
available. 

The loss or gain on the operation of functional segments of the postal system 
itself, however, involves an entirely hypothetical concept for which no adequate 
data, to our knowledge, has ever been developed, if indeed a generally satis- 
factory basis for developing it can even be conceived. To determine the loss 
assignable to the operation of the functional segments of the postal network 
referred to in paragraph (2) would seem to require (a) the allocation of general 
regional and headquarters expenses, including research to these functional seg- 
ments to arrive at their total cost, (b) the determination of the revenues received 
from just that mail which actually moves through those functional segments, 
including mail originating at other points, as well as mail originating at these 
segments and moving elsewhere, eae an allocation of an appropriate portion 
of such revenues to these specified functional segments. 

The development of the basic data required under the steps enumerated would 
necessitate extensive studies that in the end would prove useless since the Depart- 
ment knows of no way by which most of the revenues to be determined under 
step (2) could be equitably allocated to star routes, third- and fourth-class offices, 
or any other functional segment of the postal network. Only the revenue from 
such small portion of mail as may be originated and delivered by the same 
functional segment of the system would present no allocation problem, once it 
was isolated and determined. The revenues from all other mail moving through 
these functional segments would have to be allocated in varying degrees to other 
functional segments according to where the mail came from and where it went. 
In such a study, originating offices, each medium of transportation used, and 
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delivering offices are each entitled to an equitable share of the revenue generated 
by the mail which they handle. How such allocations could be made, even if 
the traffic pattern for the mail handled by each functional segment concerned 
were known, the Department has been unable to determine. 

Finally, it should also be noted that the losses called for in paragraph (2) dupli- 
cate to an undetermined extent losses provided for under paragraph (1). For ex- 
ample, the loss of $63, million on newspapers and periodicals carried at reduced 
postage rates for certain nonprofit organizations contains both costs and revenues 
that would also be allocable to star routes and third- and fourth-class post offices 
under paragraph (2). While it is believed that no duplication of losses chargeable 
to the Treasury was intended, the elimination of this duplication would present 
the same problems of allocation of costs and revenue posed by paragraph (2) itself. 

In the present submission, therefore, the Department of necessity must take 
the position it took when first submitting estimates under section 104(a), to the 
Congress last summer; viz, that there is no practical basis for developing esti- 
mates for the loss under paragraph (2) and, therefore, no appropriation is requested 
for such loss. The Comptroller General has confirmed the impracticability of 
developing such estimates of loss with any real credibility, in his report of July 
21, 1958, to the Senate Committee on Appropriations written in response to 
questions raised by the chairman of that committee concerning the computation 
of public service costs. The pertinent portions of his report are as follows: 


“Star-route system and third- and fourth-class post offices 


“The Department is not requesting an appropriation for the loss resulting from 
the operation of the star-route system and third- and fourth-class post offices. 
The Department takes the position that the loss (or gain) for the star-route system 
and third- and fourth-class post offices has never been developed by its cost- 
ascertainment system, and that the Department knows of no practical and 
generally acceptable way by which such data may be developed. 


“We agree that there is no information currentiy available upon which to base 
an estimate of the loss, if any, which would be attributable to these operations. 
To determine such loss (or gain) it would be necessary to assign some portion of 


the postage collected on each item carried on a star route or handled i: 
fourth-class post office and match that assigned revenue to the cost of the opera- 
tion. A system established to provide this information would be complicated, 
costly, and would involve judgment allocation factors which would be subject to 
question.”’ 


1 a third- or 
f 
O 


Toval loss on free and preferred rate mail, subsection 104(a) (1), $128,236,000 


This estimate covers the larger of two amounts, computed under different inter- 
pretations of the statute, as to the total loss resulting from the transmission of 
matter in the mails free of postage, or at reduced rates of postage. The Post 
Office Department has consistently expressed the view that the “‘loss’”’ on mails 
moving at reduced rates of postage is the amount of revenue which is foregone 
owing to the application of such reduced rates, as compared with the rates other- 
wise payable. Under this interpretation a total loss of about $29.5 million is 
attributable to the public services enumerated in subsection 104(a) (1). 

If, however, the ‘total loss” is interpreted to mean the difference between 
révenues received, if any, and the expense attributable to the categories of mail 
specified, the amount is $128.2 million. The difference between the two amounts, 
about $98.7 million, represents the deficiency in the basic rates established for the 
various classes of mail involved. It would appear to be inequitable to charge the 
general taxpaver with the portion of the loss attributable to differences in basic 
rates. 
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The following statement shows the revenues received, expenses allocated, and 
“total loss’’ sustained on each of the categories of mail e ‘numerated by the act: 


—— 


Analysis of loss (in eee of dollars) 
5 











Sub- 
section Category ee ee Sieh te! 
reference ae 
104(a) (1) Estimated Estimated Total loss 
revenue expense 
(A) Reduced rate mailings: Newspapers and ae 
icals of certain nonprofit organizations... __~----- $5, 309 $68, = $63, 367 
(B) Official mailings: Pan American Union---.-.---.--|-..--------. 64 
(C) 2d-class free-in-county mail_.__.-.- Se, Cov shacheduhg Mie sees docs sgicigtin bop'e 15, 729 “4 15, 729 
(D) MUO eo ilen nano cnc cn spi ddeelseecenencsans 1,098 1, 008 
(E) Free mails: Diplomatic corps of Pan American | 
RIN dannii nies been set dS o| 49 
(F) Publications for blind at reduced postage rates___- 13 €8 55 
(G) Free mailing privileges to Pan American Sanitary 
ET a Ne te Ld cat pitbn enehib cab erenntawabnnnecwseue | 4 4 
(H) Free mailing ‘privileges: ‘Certain individuals 
(widows of Presidents) --.............---- e () (1) (1) 
(I) Reduced rail mailings: Exempt 2d-class publica- 
tions for religious and classroom use__---- 531 3, 302 2, 772 
(J) Reduced rate: Exempt 3d-class mailings of non- 
ete i og ag RR a RS RSS 12, 662 43, 262 30, 600 
(K) Free mailing privileges, absentee ballots...........|_...---_- PR os eee ieee tein ie 13s 
(L) Reduced rate mailings: Books_............-------- 25, 739 38, 051 12, 312 
Reduced rate mailings: Literary books--------.---- 739 2, 926 2, 187 
I isd ico ade ove ie a Ned ie SB 44, 993 | 173, 229 128, 236 





1 Included in item (E). 


This estimate was computed as the difference between revenues received, if any, 
and the expense attributable to the categories of mail specified, which difference 
amounts to $128,236,000. The total loss on each category of mail was computed 
by comparing total expenditures for each with total revenue, if any, which was 
received for each respective category involved. 

The total revenue and expenditures attributable directly or indirectly to each 
category of service was developed by the use of the statistical and accounting 
procedures of the cost ascertainment system. 

An estimate for (K), free mailing privilege, absentee ballots, was not included 
because it will require an intensive study over a considerable period of time to 
determine not only the extent to which the mails are used for this purpose, but in 
addition a complete analysis by States of election laws and the extent to which 
absentee balloting is permitted their citizens in primary elections as well as general 
elections. 


Loss on nonpostal services for other agencies, subsection 104(a) (3), $16,988,000 


Analysis of loss 


[In thousands of dollars] 





1959 
Category wos 7 3 
Estimated Estimated 
reimburse- expense Total loss 
ments 
Custodial and related services to public buildings------ ‘ $462 $13, 963 $13, 501 
Services for Civil Service Commission _-.-.-......-.-.--------- ye een 1 2, 465 2, 465 
Sale of U.S. savings bonds and stamps_-_--......--.----------. 790 1, 192 402 
Sale of documentary stamps--_- -- a 411 4il 
Official District of Columbia mail messenger s MRS Ace ae 209 | 200 
PE ahitesaneinnwtaetdebewsseeccnuschactcsesvesaodbecd 1, 252 18, 240 16, 988 








1 Excludes civil service functions related to past office personnel, estimated at $1,250,000 per annum. 
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In considering this loss it should be noted that there are certain expenditures 
made by other Government agencies for the direct benefit of the postal service 
put which are not reimbursed to such other agencies by the Department. The 
cost of these services performed for the post office by other agencies without 
reimbursement is estimated to amount to approximately $40 million for fiscal 
1959. On balance, therefore, it would appear that in this area of activity, rather 
than there being any public service loss, there is actually a net gain to the postal 
service, and the Congress may wish to take this into account in their determination 
of public service loss. 


Loss on special services, subsection 104(a) (4), $24,894,000 


Analysis of loss 


{In thousands of dollars] 




















1959 
Category | 
Estimated Estimated Total loss 
revenue expense 

Ee ee $37, 389 $46, 158 $8, 769 
i inhpsinibebieceneoccdbenbowsbaocssousucesaeunssunane 26, 331 23, 652 (2, 679) 
Neen en ah bade 12, 719 22, 435 9.716 
eo inna enka ouaaiasiemerbnanabeueee 36, 275 45, 434 9, 159 
sonar sail tol Sica siaiglgrea slo wicca woe bin inte ne siamese tnmeatio 70, 715 79, 318 8, 603 
a sl ce cas 10, 363 4, 781 (5, 582) 
Renton anne rh anreemetintenaneiwasdannenaheiee ke 26, 048 27, 343 1, 295 
I a eee om aees 6, 788 5, 181 (1, 607) 
RN MEE WIODS oon chic anekcadaccedntuicencebekuises 17, 379 14, 599 (2, 780) 

sea eas ck cine Gee ve cadet svenaees oanacinaihhinie tik otic eceainanil Sica 244, 007 268, 901 24, 894 

! 





NortEe.—Figures in parentheses ( ) denote excess of revenue over expenditure. 


This request provides for the estimated loss incurred in performing special 
services such as cash on delivery, insured mail, special delivery, and money 
orders. Prior to enactment of Public Law 85-426 it was anticipated that special 
services would break even in fiscal 1958 as a result of the substantial rate increases 
instituted on July 1, 1957. The additional costs of pay and retirement sub- 
sequently occasioned by that law and other legislation will now result in a net 
loss in fiscal 1959 for this group of services. While this loss may be of temporary 
nature pending further possible adjustments in special service fees, it is never- 
theless necessary to include this loss in this request for fiscal 1959 pending the 
results of further study. 


Cost of excess rates paid to foreign air carriers, subsection 104(a) (5), $1,141,000 
This covers the estimated additional cost in fiscal 1959 of transporting U.S, 
mail by foreign air carriers at a Universal Postal Union rate in excess of the 
rate prescribed for U.S. carriers. The employment of foreign air carriers at 
higher rates of compensation is clearly in the interests of the United States since 
foreign nations in turn employ U.S. carriers at these higher rates. The addi- 
tional revenues received by U.S. carriers have contributed to the termination of 
subsidy payments to American overseas airlines by the Civil Aeronautics Board. 


he excess cost of transportation caused by this arrangement in 1959 amounted 
to $1,141,000. 


PaYMENT FoR Pus.iic Services, Post Orricx, 1959, Our or THE GENERAL FuND 


Program and Financing 


Program by activities: 1959 estimate 
1. Total loss on free and preferred rate mail___......._-_-- $128, 236, 000 
2. Loss on non-postal services for other agencies___.____-_-- 16, 988, 000 
eee en snecme eeeviods... 2... = te 24, 894, 000 
4, Cost of excess rates paid to foreign air carriers___.._----- 1, 141, 000 
gE ee 171, 259, 000 
Financing: 


Payment for public services: 
Appropriation: General Fund_-_-......-.-------------- 171, 259, 000 
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Object Classification 





1958 estimate 
11 Grants, subsidies, and contribution---~-...........-.-.-..- $171, 259, 000 
Total obligations _ ._-- SOU Gide Oe ei abhin de Lessin dath os 171, 259, 009 


West Vircrnia Prosects 
LetTeER From SENATOR RANDOLPH 


Senator Maenuson. A letter received from Senator Randolph on 
the subject of additional appropriations on projects in West Virginia 
will be inserted in the record. 


(The letter referred to follows:) 
Unirep States SENATE, 
CoMMITTEE ON LaBoR AND PuBLIC WELFARE, 
April 15, 1959, 
Hon. Cart Haypen, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 

Dear Mr. Cuarrman: I desire to associate myself with my able colleague, 
Senator Robert C. Byrd of West Virginia, in requesting the Senate Committee 
on Appropriations to consider additional appropriations for authorized rivers and 
harbors and flocd control projects in the State of West Virginia. Likewise, 
appropriations are needed to provide for forest research facilities in West Virginia 
and for work projects in the Monongahela National Forest, as well as for construe. 
tion of armories which already have the sanction of congressional authorization, 

These requests relate to items for consideration in connection with the reporting 
of the second supplemental appropriations bill, 1959. 

Specifically, Mr. Chairman, an appropriation of $2 million for the Summersville 

teservoir project; $500,000 for the Brush Creek flood contro] project at Princeton, 
W. Va.; $500,000 for the Meadow River flood control project; and $71,000 for 
the Williamson floodwall project—amounting to additional appropriations of 
$3,071,000 this year, would be most helpful to further these important projects. 

The U.S. Army Corps of Engineers report the need for $500,000 during the 
coming fiseal year for the Brush Creek flood control project. Preconstruction 
and preengineering surveys indicate the total cost of this flood control faeility 
will be $1,495,000; Federal expenditures of $1,085,000 and non-Federal expendi- 
tures of $410,000. 

Likewise, the Corps of Engineers advise that they can use this coming fiscal 
year $500,000 for the Meadow River flood control project, the total cost of which 
has been estimated at $970,000; $840,000 Federal and $130,000 non-Federal. 

For the highly important Summersville Reservoir, I join Senator Byrd in 
recommending an appropriation of $2 million in the 1959 supplemental appro- 
priation bill because the early completion of this project is a matter of vital con- 
cern to the people, existing industries, and the industrial growth of the Kanawha 
Valley area of West Virginia. This project assumes proportions of unusual signi- 
ficance in that it would go beyond the provision of flood control protection by 
also providing much needed evenness and ampleness of flow of water for industrial 
usages in the great Kanawha Valley. Furthermore, in the light of the acute 
unemployment. problem in our State, the Summersville Reservoir would not only 
provide work during the construction phases but, indeed, would help secure the 
employment of thousands of persons working in industrial plants in the Kanawha 
Valley which require great quantities of waterflow. Expansion of existing plants, 
as well as construction of new and diversified manufacturing facilities in that 
great valley hinge in large measure upon this important factor. 

There is urgent need, too, Mr. Chairman, for appropriations to increase develop 
ment work, structural inprovement, and productivity, as well as to make facilities 
available for both forest products research and forest protection purposes in 
West Virginia’s national forest lands. To provide moneys for these purposes 
would be to achieve the beneficial results of providing further needed employment 
and vastly improving conservation, productivity, and the recreational potential 
of national forests in the beautiful mountain State of West Virginia. 

I am impressed by the data accumulated by my colleague, Senator Byrd, 
through the good offices of the staff of your committee, data which demonstrates 
that employment for approximately 1,000 men could be provided for the remainder 


of | 
the 


ap] 
art 
pal 
cor 


tur 


of 1 


— || — 


~~ —_— 


_ T'S = SS — "s 


rer wn 2 =m Fm hm 


—— 


aor Oe we 


3 aS 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1159 


of fiscal 1959 in West Virginia through the activation of projects to accomplish 
the purposes mentioned above. Pros ctive employment and enlargement of 
peneficial results to the forest lands during fiscal 1960 would be even greater. 

Turning to the subject of National Guard armories, additional Federal funds 
approximating $913,000 are needed for the construction of already authorized 
armories in five locations which are in areas of considerable unemployment, 
namely, Keyser, Logan, Gassaway, Weston, and Clarksburg. Several of these 
communities are quite likely to supplement presently contemplated local share 
appropriations if the needed amounts of Federal funds are appropriated. There 
would be important economic, as well as defense benefits in appropriations for 
these purposes in West Virginia at this particular time. 

Mr. Chairman, I would point out that West Virginia participates only slightly, 
when compared with most States, in defense appropriations. Thus, our State 
has not had the economic shot in the arm from this source that has accrued to 
many of our sister States. Public works and work projects of the nature de- 
scribed and for which appropriations are requested in this letter would be of very 
material assistance to a State which has at least 12.5 percent of its available labor 
force in unemployed status and an additional portion of that force in a partially 
employed status. 


incerely yours ad. 
Sincerely } , JENNINGS Ranpoupn, U.S. Senator. 


House ConcurrENT Reso.tution No. 24 
APRIL 15, 1959. 
Mr. C. A. BLANKENSHIP, 
Clerk, West Virginia Legislature, House of Delegates, 
Charleston, W. Va. 

Deak Mr. BuanKeEnsurP: I have received copy of House Concurrent Resolution 
No. 24, urging the appropriation of funds for the construction of Summersville 
Dam on the Gauley River. 

House Concurrent Resolution No. 24 will be brought to the attention of the 
committee for its information and consideration. 

Yours very sincerely, 
CarL HaypeEn, Chairman. 


House CoNcuRRENT RESOLUTION No. 24 
(By Mr. Frazer) 


MEMORIALIZING THE CONGRESS TO APPROPRIATE FUNDS TO START CONSTRUCTION 
OF THE PROPOSED SUMMERSVILLE DAM ON THE GAULEY RIVER 


Whereas, the construction of a dam on the Gauley River at Summersville, 
W. Va., has been authorized by the Congress as approved by the U.S. Army Engi- 
neers, = no appropriation of funds has been made to start construction of said 
dam; an 

Whereas completion of this dam would be a prime factor in boosting industrial 
development along West Virginia’s Great Kanawha River, where water pollution 
is a deterrent to further industrial development, since with controlled flows from 
the big reservoir proposed on the Gauley this pollution could be largely abated, 
and the proposed dam would provide flood protection and contribute to soil con- 
servation; and 

Whereas construction of this dam could mean much to the State of West Vir- 
ginia in the way of economic aid and furnish employment in one of the hardest 
hit areas of the State, embracing the counties of Fayette and Nicholas; and 

Whereas more than $500,000 has been spent on planning this dam and pre- 
liminary work has advanced to the stage where actual construction can now begin, 
and the Army Engineers have said $2 million can be used to advantage on the dam 
during the year starting next July 1: Therefore be it 

Resolved by the house of delegates, the senate concurring therein, That the Legisla- 
ture of West Virginia does hereby memorialize the Congress of the United States 
to reprints not less than the recommended $2 million to start the construction 
of this dam during the next fiscal year; and be it further 
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Resolved, That the clerk of the house of delegates transmit a copy of this regoly. | 


tion to the Honorable Carl Hayden and the Honorable Clarence Cannon, chairmey 
of the Senate and House Appropriations Committees, respectively, of the Congress 
of the United States, and to the West Virginia Members of the Congress. 

I, C. A. Blankenship, clerk of the House of Delegates of the West Virginjs 
Legislature, hereby certify that the foregoing is a true copy of House Concurrep; 
Resolution No. 24 as adopted on March 11, 1959. 

C. A. BLANKENSHIP, Clerk, 





DEPARTMENT OF THE ARMY 


LETTER FROM SENATOR GRUENING 


MILK ISSUED TROOPS IN ALASKA 


Senator Macnuson. A letter received from Senator Gruening yill 
be inserted in the record. 
(The letter referred to follows: ) 


U.S. SENATE, 
Washington, D.C., April 15, 1959. 
Hon. Cart HaypDEN, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C. 


DeEaR SENATOR: Senator Bartlett and I are very much distressed that in the 
Army issue to our troops in Alaska, grade C, reconstituted milk is used. This 
is not the case in the other 48 States, where fresh grade A, whole milk is issued 
to the troops. 

We both would very much appreciate if a statement could be put in the supple. 
mental defense appropriation bill which, I understand, is about to be marked up 
that it is the sense of the committee that this discrimination be eliminated and 
that the same quality of milk be supplied to troops in Alaska as supplied in the 
other 48 States. 

I will greatly appreciate your support. 

Thanking vou very much, I remain, 

Very sincerely yours, 
ERNEST GRUENING. 

Senator MaGnuson. We will adjourn until 10:30 tomorrow morning 
when we bring up the legislative deficiencies. 

(Whereupon, at 5 p.m., Monday, April 13, 1959, the committee 
adjourned to reconvene at 10:30 a.m., Tuesday, April 14, 1959.) 
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TUESDAY, APRIL 14, 1959 


U.S. SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10:30 a.m., pursuant to recess, in room 1224, 
New Senate Office Building, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Chavez, Ellender, Stennis, 
Young, and Allott. 


LEGISLATIVE BRANCH 


ARCHITECT OF THE CAPITOL 


STATEMENTS OF J. GEORGE STEWART, ARCHITECT OF THE 
CAPITOL; CHARLES A. HENLOCK, ADMINISTRATIVE OFFICER 
UNDER THE ARCHITECT OF THE CAPITOL; PHILIP L. ROOF, 
EXECUTIVE ASSISTANT TO ARCHITECT OF THE CAPITOL; 
JAMES H. BANKS, SECOND ASSISTANT ARCHITECT OF THE 
CAPITOL; AND J. LEWEY CARAWAY, SUPERINTENDENT OF 
SENATE OFFICE BUILDINGS 


OPENING STATEMENT BY THE CHAIRMAN 


Chairman Haypren. The committee will be in order. 

Senator Stennis, the chairman of the subcommittee, will proceed 
with the examination of witnesses. 

Senator Stennis. Mr. Chairman, we have three items here that 
will be presented by the Architect of the Capitol. I have had a 
brief conference with these gentlemen yesterday, with reference to 
the high points of the items that they were going to present, and they 
already have presented pretty much of an outline of it, I think, about 
as far as they could go, especially their supplemental outline, that 
a have ready to present this morning. 

he main point is $750,000 for construction and equipment of the 
New Senate Office Building, and a request for $293,200 for furniture 
and furnishings for the New Senate Office Building, and a request for 
$4 million for the extension of the Capitol project. 


FURNITURE AND FURNISHINGS FOR NEW BUILDING 


Just as a beginner, this item here for the furniture and furnishings 
is almost exclusively to complete the furnishing of these 40 additional 
presently unfurnished rooms, and I recall that we reduced that sum 
last time from about $1.3 million down to $1 million. So this request, 
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after all, is more or less in line with the original estimates that were 
prepared. 

Now, Mr. Stewart has the benefit of the bids that he got and just 
what he did do with reference to the projects that he already ordered, 
I think, Mr. Chairman, we will just ask Mr. Stewart to proceed in his 
own way with reference to, first, the $750,000 for construction and 
equipment, and explain how that came about, the fine points of it, 
and insert any detailed breakdown that you may have. 


CONSTRUCTION AND EQUIPMENT 


Mr. Stewart. Mr. Chairman and members of the committee, the 
estimate of $750,000 was submitted at the direction of the Senate 
Office Building Commission. 

The total authorized limit of cost for construction and equipment 
of the additional Senate Office Building, fixed by the Second Deficiency 
Appropriation Act, 1948, as amended by the Legislative Branch 
Appropriation Act, 1958, is $23,446,000. The full amount authorized 
has been appropriated. 

It is necessary to request that the authorized limit of cost be 
increased by $750,000, and that an appropriation in that amount be 
provided at this time, in order to complete the project. 

Obligations totaling $23,203,704 have been incurred to date, leaving 
an unobligated balance of $242,296. In order to complete the project, 
it is necessary to request an additional appropriation of $750,000 to 
cover the cost of obligations yet to be incurred and of pending claims 
which have been appealed to the Senate Office Building Commission, 
and may be approved in whole or part. 

The principal items remaining to be obligated are construction of 
a north pedestrian tunnel connecting the Old and New Senate Office 
Buildings at the C Street end of each building; electrical equipment, 
lighting, and overhead trolley system for the new Senate subway; 
repaving of streets in the subway and pedestrian tunnel areas; pro- 
jectors for the auditorium; traffic control system for the garage in the 
new building. 

The next page is an explanatory financial statement that sets 
forth each and every one of those items, as follows: 

(The information referred to follows:) 





Ex 
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Construction and equipment of building, additional Senate Office Building 


Expended and obligated to date: 





Excavation, concrete footings and mats_________-_- $782, 500 
Superstructure and equioment te Poe stale $17, 660, 157 
Change orders in progress____.-.--------- 775, 300, 
Total obligations to date for superstructure and equip- 
dpa a = eo = Sanh bin cat oty Siete terns os om cee -. 18, 435, 457 
Architect’s fee (building ‘and pedestrian tuanels) __ 1, 100, 000 
Drawings, test borings, relocation of water and sewer connec- 
tions, and miscellaneous items_-_-_- ~~ -_---~-- (a duh 63, 788 
Administration, field inspection, and miscellaneous... ye 481, 305 
Telephone and power outlets and buzzer system_ si. 24, 025 
South pedestrian tunnel____-....._.._--_-._.- Ss 212, 900 
Subway tunnel and subway transportation Sys- 
tem: 
General construction_ $1, 272, 357 
Estimated additional change orders_. i 277, 642 
Relocating sewer and water lines_______ ~~ - 67, 734 
Soils analysis and test borings---- ---- --- 1, 268 
Engineering fee___- 2s - > Se 120, 000 
Miscellaneous - See Se on 1, 528 
Subway cars (4)_ peieras es = 363, 200 
2, 103, 729 
Total expended and obligated to date___- 23, 203, 704 
Estimated amount required to be obligated during remainder of job: 
South pedestrian tunnel, estimated change orders__ : 10, 000 
North pedestrian tunnel_ i : ak 250, 000 
Street and curb work (1st St. :) ahs 3 38, 000 
Subway tunnel and subway transportation sys- 
tem: 
Subway cars (estimated change orders) - $40, 000 
Electrical equipment, lighting, and overhead 
trolley F 150, 000 
Rep: aving street... .--- ; ai 56, 000 
—- ——_—_ —— 246, 000 
Superstructure and equipment: 
Projectors for auditorium __ fees 40, 000 
Traffic control system for ga ure ge i 5 40, 000 
Claims disallowed but appealed _ ; ; 114, 222 
Contingency - -- ame 155, 084 


—_———- 349, 306 
Exeavations, concrete oolinee and mats: Claims disallowed, 
manent oO Gpveel.. .~. sic... a55, 23, 990 


Administration, field inspection and misce cellaneous _ _- 75, 000 
Total obligated and estimated to be required for completion 
MERI I). 5 b acdeih biecsaiheS ...... 24, 196, 000 
Total authorizations and appropriations to date_____ 23, 446, 000 
Estimated additional amount required _ - - _ _- - - ; ae 750, 000 


TRAFFIC CONTROL SYSTEM FOR GARAGE 


™ Now there is one item at this time that I would like to call to your 
attention, and that is the item ‘Traffic control system for garage.” 

For this item an amount of $40,000 has been set forth. As a result 
of the discussion with Senator Stennis yesterday, we will cut that to 
$20,000, which is reflected in the breakdown which we have prepared, 
showing items which have contributed to the increased cost of the 
project. 

T would be very happy to read that statement to you or explain any 
part of it, whichever you might want. 
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Senator Stennis. I think, Mr. Chairman, every member has this 
list before him entitled “Construction and equipment, additional 
Senate Office Building,” the item for the increase since the last appro- 
priation, and you might insert that in the record at this point. 

(The list referred to follows:) 


Additional Senate Office Building—Construction and equipment—I tems of increase 
since last appropriation 


Redesign and revamping of mail conveyor system to meet reeommenda- 


tions of postal and Senate authorities___....._.....__-_-__-_____- $70, 000 
Expansion of legislative buzzer and intercommunication system_ __-____ 5, 000 
Changes in lighting system (as result of change from incandescent to 

fluorescent lighting in many areas)_._._._._.....__-______-_.__--- 50, 000 
Changes in senatorial suites to meet needs of a particular Senator - 15,000 


Changes to electrical and mechanical equipment to guard against hazards 
i a SEA Le ce eile 25, 000 


Changes necessary to convert pages’ school bo office meno. =a. 2c. 5, 000 
Chaneen to eediiindieal syatem. ... . . - - i. os ok oss se se Ska. 25, 000 
ee deol ule wa tales 40, 000 
Traffic control system for garage _ - hehe incr centconccospam ek Behe J. 2G 
Projec tors for the auditorium ____ _..-. 40,000 
Contractor’s claims disallowed, but appe ‘aled or subject to appe sal_..... 138, 2 


Miscellaneous construction changes ery building, additional field 
inspection, and administration _ I Rat reer a te, cleat a a _ 161, 788 
Improvements to public address sy ‘stems in committee rooms; changes 
to ramps leading to garage to prevent dragging of long cars; changes to 
air return ducts and louvers to promote privacy in senatorial and com- 
mittee suites; changes to 2 elevators to afford faster service to Senators; 
improvements to ventilation system in kitchens; and contingencies___ 155, 000 


SaaS e eeree S e  a es Se 750, 000 


MAIL CONVEYOR SYSTEM 


Senator Stennis. I can say that we went over this yesterday, item 
by item, and we talked about it back and forth. Now, Mr. Stewart, 
take this item of “Redesign and revamping of mail conveyor system,” 
and give use a little detail on that. That is a rather heavy item, the 
first one listed there, $70,000. 

You say the or iginal plans were made in 1948 on that? 

Mr. Stewart. Yes, sir. If the chairman will permit, I would like 
Mr. Roof to explain that item. 

Senator STENNIS. Suppose you give us something on that. 

Mr. Roor. That is for the complete planning of ‘the mail conveyor 
system to meet the needs of the postal authorities of the Senate, and 
also the U.S. postal authorities. It is apparently just a simple case 
of the original design being inadequate. We worked with Joseph 
Duke’s people on this. Bill Cheatham, Mr. Duke’s assistant, has 
worked with our engineers and this is the result. They now have a 
system that everyone is satisfied with. 


CONSULTATION WITH POST OFFICE 


Senator ELLeENDER. Why did you not consult with the Post Office 
Department before you constructed this facility? 

Mr. Roor. I understand that was done at that time. You see, 
there is a 10-year lapse of time in this period. 

Senator ELLENDER. I know, but why did you not do it again before 
you constructed it? 
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Mr. Stewart. Senator Ellender, if it had been redesigned in the 
beginning, the cost would have been exactly the same as it is now. 
We did consult with the postal authorities in 1954. They made some 
recommendations. We followed as many of them as we could. 

I might point out to the Senator that the strides that have been 
made in mailing chutes and other postal facilities throughout the 
country, reported to me by the Facilities Division of the Post Office 
Department, have been very remarkable in the last few years. Now, 
our system is the ultimate that they have come up with and asked us 
to install. 

Senator ELLENDER. Could you not have done with what you had? 

Mr. Stewart. Not if we wanted to have the system that the Post 
Office Department recommended. 

Senator ELLENDER. I know, but you are dealing with the Senate 
now. 

Mr. Stewart. That is right, sir. 

Senator ELteNpER. And if the facility you now have will do the 
work, why spend this extra $70,000? The cost of this building has 
gone far above what was originally intended to be expended. 

Mr. Stewart. There were two things that happened at the time 
that this change was made. First, we had a request for changes from 
the Sergeant at Arms, who has charge of the mailing system; secondly, 
improvements made in the mailing system throughout the country 
have been incorporated in our system, so that the revised installation 
will undoubtedly achieve best results—a design not available in 1948. 

Senator Cuavez. How much will the Senate mail suffer on account 
of this mailing system, if you do not get this $70,000? Is it going to 
delay anything? What is the problem? 

Mr. Stewart. The changes were necessary to put in the most 
modern system that there is. 

Senator Cuavez. Will it expedite the receipt of mail by the Senators? 

Mr. Stewart. Very much. 

Senator Cuavez. Is that the idea? 

Senator ELLENDER. The important thing would be the sending of 
it, not the receiving of it. 


REDUCTION IN PERSONNEL 


Mr. Stewart. Both the distribution of it and the receiving of it. 
I might say that with this system there will be some reduction in the 
personnel necessary to operate it. 

Senator ELLENDER. How much? 

Mr. Stewart. That I do not know. It would be considerably less. 

Senator ELLENDER. How many fewer people would you employ? 

Mr. Stewart. The operators of that system, Senator Ellender, do 
not come under my jurisdiction. I would not know right at the 
present time how many would be required. 

Senator ELLENDER. Mr. Stewart, if I may be permitted, Mr. Chair- 
man, I notice that you have an unobligated balance of $242,296. 

Mr. Stewart. Yes, sir. 

Senator ELLENDER. Will the $750,000 be in addition to the unobli- 
gated balance of $242,296? 

Mr. Stewart. It is in addition. 
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ORIGINAL COST ESTIMATE OF BUILDING 


Senator ELLENpDER. Will you give us the original estimate of the 
cost of this building. 

Mr. Stewart. It was $20.6 million. 

Senator ELLENpER. Now, what will be the ultimate cost of it? 

Mr. Roor. $24,196,000. 

Senator ELLENDER. Does that include the lands? 

Mr. Stewart. No, sir. 

COST OF LAND 


Senator ELLENpDER. What was the cost of the land? 

Mr. Roor. $1,011,000: slightly over $1 million. 

Senator ELLENDER. What are the other costs? 

Mr. Roor. Furniture, for which $1 million has been appropriated 
and we have a supplemental here today for $293,200. 

Senator ELLENDER. Will that amount be sufficient? 

Mr. Roor. Yes, sir, if you give us the $293,200 additional that yy 
request today. 

Senator ELLENpDER. That is in addition to the $1 million? 

Mr. Roor. Yes, sir; we had the $1 million, and we have spent that, | 

Senator ELLenpeErR. Are there any other costs? 

Mr. Roor. No, sir. 

TOTAL COST 


Senator ELLENDER. The total cost then will be in excess of $2} 
million. 

Mr. Roor. That is correct. 

Senator Stennis. Mr. Chairman, if I may, I have been over thew 
items with these men who are going to present the facts, and I believ: 
I have enough lawyer left in me, and I still believe, if you can present 
a case, a picture, then they come in on various points of it, so I believe | 
it would be helptul to the committee if we can proceed here now P| 
present this picture. It will not take but a few minutes in that way 
and then the whole thing would be in court, so to speak, and in issue, 
and we can get into any part that anyone might want to question 
about. 

Now, you have put in the record your sheet showing the approx: 
mate breakdown of these additional items. 

Mr. Stewart. [ have. 

Senator Stennis. Mr. Stewart, I have a few questions on these 
items. 

As I understand, these items represent various changes that had 
to be made at the time that the building was being constructed, i! 
they were going to be made at all; is that true? 

Mr. Stewart. That is true. 

Senator Stennis. For instance, you found you had to change the 
position of some of the steel piers here in the Senate garage part of 
this building; is that right? 

Mr. Stewart. Yes, sir. 

Senator Stennis. And that required additional expense? 

Mr. Stewart. Yes, sir. The steel fabrication was redesigned & 
one of the first changes to be effected, in order to provide adequate 
parking space in the garage. In both the 1948 and the revised 195 











eos 


di 


the 


ated 
L We 


hat, ' 


$2 


hese 
lieve 
sent 
lieve | 
w to 
way 
ssue, 
stion 


TOXi- 
these 
; had 
ed, if 


e the 
irt of 


1954 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1959 1167 


plans, the design did not permit parking stalls of sufficient size to 
accommodate the present-day enlarged size of automobiles. 

Senator Stennis. Taking that as an illustration, you have had to 

o on and act then and incur this additional expense; otherwise it 
would have been too late and impossible, is that correct? 

Mr. Stewart. That is correct. 

Senator Stennis. All right. You incurred this additional cost, 
and therefore you ran out of your total money and did not have 
enough to do these other things like this north tunnel? 

Mr. Stewart. That is right, sir. 

Senator Stennis. So this is actually not a request then to be per- 
mitted to go on and do these items, you had to act at the time—and 
did act? 

Mr. Stewart. Yes, sir. 

Senator Stennis. And this is merely a request for money to carry 
out the remaining unfinished parts of this entire project; is that 
correct? Do not agree with me unless it is correct. 

Mr. Stewart. That is correct. 


PAGES’ SCHOOL 


Senator STENNIS. So, getting back to these items, and I will pick 
another item as an illustration, you had the idea of having the Pages’ 
School changed, so as to utilize the space for office space, did you not? 

Mr. Stewart. Yes, sir. The Senate Office Building Commission 
so directed. 

Senator Stennis. I understand that. However, I am just using 
that as an illustration. It costs some additional money to make that 
alteration in the original plans? 

Mr. Stewart. That is right. 

Senator Stennis. And that had to be done at the time that the 
building was going up? 

Mr. Stewart. That is correct. 


CHANGES IN FOLDING ROOM 


Senator Srennis. You have an item here entitled ‘Changes in 
Folding Room.” How did that come about? Explain something 
about it. 

Mr. Srewart. At the time the plans were completed and the 
building was erected, the designations of the various areas were not 
definitely decided on. 

When the Sergeant at Arms’ Office came over and agreed on the 
areas for the folding room, there were several changes that had to be 
made, particularly to accommodate their machinery and other types 
of equipment, mostly electrical. The changes involved detailed 
arrangements that could not have been worked out sooner. 

Senator Srennis. And your estimate is that that cost you around 
$40,000 extra? 

Mr. Stewart. That is right. 

Senator Srennis. Therefore you are asking for an additional appro- 
priation of $40,000 to take care of unfinished items? 

Mr. Stewarr. That is right. 

Senator Srennis. May we pass on now to ‘“‘Contractor’s claims 
disallowed, but appealed or subject to appeal.” 


88932—59——74 
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Senator, ELLENDER. How about the “Traffic control system for 
garage’? 
TRAFFIC CONTROL SYSTEM FOR GARAGE 


Senator Stennis. All right, give us something on “Traffic contro] 
system for garage.’’” I was not skipping that, but was just. picking 
out some as. the high points. 

Mr. Stewart, At the rear of the building, there is a two-level under- 
ground garage for parking of automobiles, with entrances both from 
C Street and Constitution Avenue. We. decided under the $40,000 
estimate to contro] entrance and exit by traffic lights. 

We now believe that we can provide proper control through use of 
an electric eye for the doors and a treadle system at a cost of $20,000, 
which benitaden cover some other slight changes, such as preventing 
long automobiles from dragging the ground when they come down to 
the bottom of the ramp. 

Senator Stennis. In other words, you have to revamp the ramp, 
is that it? 

Mr. Stewart. That is right. 

Senator Stennis. All right; let’s take the next item I mentioned 
here. 

PROJECTORS FOR AUDITORIUM 


Senator Extenper, How about the item “Projectors for the 
auditorium’? 

Mr. Stewart. The projectors are an item yet to be done. They 
were not provided as a part of, the equipment of the building at the 
time the superstructure contract was let. 

Senator ELLENDER. Was this auditorium supposed to be a place 
where you would exhibit motion pictures? 

Mr, Stewart. That was the way it was so laid out. 

Senator ELLeNpER. I never heard of it until the other day. 

Mr. Stewart. The auditorium was, I understand, set. up primarily 
for committee use, where committees desiring television and radio 
coverage could have the same. 

Senator ELLENDER. Who thought that one up? 

Mr: Stewart. That was in the original plans, sir. 

Senator ELLeENDER. Who suggested it? Do you know? 

Mr. Stewart. I would suppose that the Senate itself, through the 
Senate Office Building Commission, back in 1948, were the ones that 
brought it up. It has been in there ever since. 

Senator ELLENDER. Will you have to have an operator employed 
steadily? 

Mr. Stewart. I would assume so. 

Senator ELLENDER. You would assume so. That is just another 
extra expense. 

Mr. Stewart. In the Senate Office Building Commission’s Report, 
Senate Document 143 of July 16, 1954, which was before the Senate 
when the appropriation for the building was granted, on page 34, it 
sets up exactly what the auditorium consists of. Tt states that 
there will be a large dais or platform; that the auditorium will be 
air conditioned, properly lighted, ¢ontain a small balcony, and will 
have a voice reinforcement system, as well as provisions for recording 
hearings, motion pictures, broadcasting, and television facilities. 

Senator ELLENDER. [ am just wondering who set that one in. 
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Senator CHavez. Was that the original Senator Brooks’ Com- 
mittee? 

Mr. Henuock. It was, and then it was also repeated in the report 
that the Commission made to the Senate in 1954. 

Senator Stennis. Mr. Chairman, I am going to try again to proceed 
to present this matter to get the entire picture in, and then I will yield 


the floor. 


APPEALED CLAIMS OF CONTRACTORS 


Coming down to the next item, “Contractors’ claims disallowed, 
but appealed or subject to appeal, $138,212.” Give us a brief explana- 
tion of that. 

Mr. Roor. Senator, under the contract, any time that we disallow 
or dispute an amount within a contract, the contractor has the right to 
come before the Senate Office Building Commission and appeal, and 
these amounts were set aside for that purpose. 

For instance, we have one on woodwork in the building, amounting 
tosomething like $55,000, and that is included in that amount. Wedo 
not know whether we will allow all of it or whether the Commission 
will allow all of it or part of it, but we are setting out the full amount. 

Senator STENNIS. Probabiy you will not lose all of these appeals? 

Mr. Roor. We do not have too many of them, Senator, but we have 
several that are very sizable, as I pointed out. 

Out of the $138,212, one of them alone is $55,000. We probably 
will have to comprise in settling some of them. 

Senator Stennis. All right, this is just a provision to have the 
money available should you lose these appeals. 

Mr. Roor. That is correct? 

Senator ELLeENDER. Why can you not wait until you find out how 
much you owe, and then come back to us? 

Mr. Hentock. Because, Senator, most of these claims have been in 
dispute for a considerable period of time, a number of months, and if 
the Senate Oifice Building Commission approves them, they are legally 
payable at the time of approval. The Senate Office Building Com- 
mission has directed the Krehitect of the Capitol, to arrange for one of 
the downtown agencies to set up a board of appeals to act for the 
Commission. After they hear the cases, the Commission will make the 
final decision. ‘That is in progress now. 

Senator Cuavez. This item of ‘‘Contractor’s claims disallowed, but 
appealed or subject to appeal,” as to that the total amount has been 
disallowed? 

Mr. Hentock. By the Architect of the Capitol. 

Senator SrenNis. Mr. Chairman, I understand wherever possible 
judgment against. the Government will occur in the course of a year, 
the Attorney General asks for money in advance to pay these claims 
off. That is the way I remember it, when it came up under some 
other authority. I do not mean to argue this. I want to get the 
facts in, and then we can argue about it, Mr. Chairman, if we may. 
Ihave something else to do today. 

Senator ELLENDER. So do I. 

Senator Stennis. If we may proceed, Mr. Chairman. 
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MISCELLANEOUS CONSTRUCTION CHANGES 


I asked you yesterday afternoon to make a calculation about this 
future work, and you list an item here of “Miscellaneous construction 
changes throughout building, additional field inspection, and ad- 
ministration.” 

Now, give us some breakdown and just what you have in view with 
reference to those items? 

Mr. Stewart. Mr. Roof will answer that. 

Mr. Roor. Senator, all of that consists of the items that have 
already been done, of small character—there are many of them. We 
showed it that way rather than trying to break it down, maybe giving 
you a hundred or so small items. 

Senator Srennis. Yes. These are your construction changes, 
then, as you encountered them, and as I referred to a while ago in 
one of my questions? 

Mr. Roor. Thatisright. That is all field work, such as ventilating, 
heating, et cetera, and in the television area we had to make quite a 
few changes, and also in the telephone area, which we put into opera- 
tion, as you know, about a year ago, where we had to make some 
changes 

Senator Srennis Your next item there in your estimate is $155,000 
There was a $155,000 difference, and I asked for a breakdown on that 
as far as you could go, including contingencies. What is your further 
proof on that item? 

PUBLIC ADDRESS SYSTEM 


Mr. Roor. We have now certain items we know we are going to 
have to correct. One of them is the public address system in the 
committee rooms, which I assume most of you are familiar with. 

Another is the item Mr. Stewart mentioned, of the ramps leading 
to the garage. 

Senator Resales: When did you find out about the public ad- 
dress systems in the committee rooms? 

Mr. Roor. When we began to hear reports from Senators that 
they were not satisfactory. 

Senator ELtenpER. Will you have to change it? 

Mr. Roor. Yes, certain facets of it. 

Senator ELLENDER. What will the cost of that be? 

Mr. Roor. We do not know. We are putting this in as a con- 
tingency item. We know we have to do something about it. We 
have several possibilities and the architects are studying that point 
now. We do not have an answer to it yet. 

Senator ELLENpER. Was it due to faulty design? 

Mr. Roor. Inadequate design, perhaps, for this particular building. 

Senator ELtenvER. Who designed it? 

Mr. Roor. Eggers & Higgins, of New York, 

Senator Evtenper. Are they the architects or engineers? 

Mr. Roor. Associate architects. 

Senator E.uenpeR. Associate architects? 

Mr. Roor. Yes, sir. 

Mr. Srewarr. The engineers on this work are supplied by the 
associate architects under their contract. They select their own 
engineers, such as mechanical, electrical, and the like. 
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Senator ELLENDER. But you pay for them? 
Mr. Stewart. That is right. We pay the associate architects a 
fee for both the architectural and engineering work. 


ARCHITECTS FEES 


Senator E.tenper. In that regard, I notice that the architects’ 
fees, including the building and pedestrian tunnels, amounted to 
$1,100,000. My recollection is that it was supposed to be a little 


over $500,000. How did that get up to $1,100,000? 


Mr. Roor. Senator, the $1,100,000 is on the whole project here. 

Senator ELLENDER. In architects’ fees alone? 

Mr. Roor. Yes. 

Senator ELLENDER. What about engineering? 

Mr. Roor. That is included. You see, the engineers are, in effect, 
subcontractors to the associate architect. He has a specialty for each 
engineering field. 

enator ELLENDER. This includes the cost of inspection by engimeers 
as the work progresses? 

Mr. Roor. Yes; general inspection. 

Senator ELLENDER. It is under the architect’s supervision? 

Mr. Roor. Yes. 

Mr. Stewart. A certain proportion of it is. The majority of it is 
under my office, as far as inspection goes. 

Senator ELLENDER. Yes. That is all. 


CHANGE IN LOUVERING FOR SENATORIAL SUITES 


Mr. Roor. The other item, Senator, is, we know we are going to 
have to change some of the air-return duct system, and the louvering 
for the senatorial suites. We have already had some complaints that 
the voices come right through those ducts. We are studying that. 

The next one is that we are converting two of the elevators so that 
they can be used for preferred service by the Senators, similar to 
what you have in the Capitol and the old building. 

Mr. Stewart. At that point, I would like to say that until the 
completion of the north pedestrian tunnel, of necessity, this corner 
findicating] of the building where the south tunnel is, has encouraged 
all the traffic. That is the only one that connects the two Senate 
Office Buildings at present. I think that you will see a decided change 
as far as your elevator service is concerned, upon completion of the 


north pedestrian tunnel, which will then afford a similar service at 
that end of the building. 


SPEED OF ELEVATORS 


Senator Cuavez. Several complaints have been made to me about 
the speed of the elevators. 

Mr. Stewart. Insofar as the speed per foot of elevators is con- 
cerned, they are approximately the same as all the elevators in all 
our buildings, but we have more floors to serve in the new Senate 
Office Building, so that the distance is greater from the top to the 
bottom, which undoubtedly has its impact insofar as the waiting time 
is concerned ; however an effort is being made by the Otis Elevator Co., 
who installed them, to speed up all the elevators as they are traveling, 
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VENTILATION SYSTEM IN KITCHENS 


Senator Stennis. All right; the next item is the “Improvements to | 


ventilation system in kitchens.” 

Mr. Roor. We are having some complaints from the kitchen 
people that it is very hot and stuffy in those kitchens. We know we 
are going to have to do something about them. 

Senator Srennis. Then you include in that various contingencis 
that you do not enumerate now? 

Mr. Roor. That is right, unforeseen. 

Senator Srannis. May we proceed, then, with this item of ‘“Furni- 
turé and furnishings’ and, Mr. Chairman and members of the com- 
mittee, I remember when we passed on this matter there was a request 
from the Building Commission in round numbers of about $1.3 million, 

The question was brought up about buying new furniture. The 
decision was made to buy and we requested the Architect to try to 
see what could be done as to getting this furniture with $1 million 
and I know we had an understanding on the floor about the competi. 
tive bidding in every case where it was at all possible. 

Now, that is all passed, and approximately the same amount is 
needed to furnish 40 additional unfurnished rooms or areas here in 
the building, upon which he has a detailed estimate to present now, 

All right, with that background, Mr. Stewart, you proceed to 
explain your request here. 


FURNITURE AND FURNISHINGS, ADDITIONAL SENATE OFFICE BUILDING 


Mr. Srewart. This estimate is also submitted at the direction of 
the Senate Office Building Commission. 

The breakdown of the estimate is as follows: 

For furniture for 40 office rooms and miscellaneous areas, $113,200 
is requested. 

For carpeting for 207 rooms in Senators’ ‘office suites, $150,000 is 
requested. 

Senator ELLenpgER. Will every office be carpeted? 

Mr. Stewart. The entire suite of the Senators. 

Senator ELtenperR. So you want to cover those nice floors. 

Mr. Stewart. ‘They are rubber-tile floors. 


CARPETING 


Senator Stennis. In view of the use of these suites, what is the 
reason here for putting the carpet on the floor? 
+ Mr. Srewart. In my report I explain that by stating that since the 
time when the building was originally planned and the use of the 
rubber tile was approved for all offices except the Senators’ private 
offices, the use of electric typewriters and other machines have become 
much more prevalent, with the added noise of operations. When these 
machines are operated from stands or desks resting on tile, the noise 
factor is greatly increased, although accoustical tile and other accoustic 
materials are utilized on the walls throughout the suites. The use of 
carpets with rubber cushions underneath will greatly reduce the noise 
of the machine operation. Other advantages are that the carpets are 
safer to walk on, and the carpets will improve the appearance of the 
rooms, also, the daily cleaning and waxing of the rubber tile is more 
difficult and more costly, than daily cleaning of carpets. 
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Senator ELLENDER. Why did you not think of that before you put 
rubber tile down? You could have put in a cheaper floor if you 
knew you were going to use carpeting. 

Mr. Stewart. The rubber tile is not a very expensive floor. The 
Commission now feels that the remainder of the Senators’ suites 
should be carpeted. 

Senator ELLENDER. All that I am trying to do here is perhaps save 
a few crumbs, if possible. 

Mr. Stewart. Well, it is as a result of the demand of those who 
have been operating in the rooms that this item has been presented 
toyou. I have never been personally in any of the rooms where there 
js any of this noise going on. I do know what it is in my own office, 
however. 

Senator ELLENDER. Did everyone ask for carpets? 

Mr. Stewart. There has been quite a few Senators in this building 
that made the request. 

Senator ELLENDER. It has not been made by all, though? 

Mr. Stewart. Not that I know of, sir. 

Senator ELLeNpER. But you will provide carpeting for everyone? 

Mr. Stewart. That is right. 

Senator ELLeNpDER. Whether they request it or not? 

Mr. Stewart. Well, it is the usual thing that what you do for one 
suite you do for another. 

Senator E.uenpER. Does the floor differ from the one you are 
now on? 

Mr. Stewart. Yes, sir. This is a cork floor covering. 

Senator ELLeENpDER. And the other is what? 

Mr. Stewart. Just plain rubber tile. 

Senator ExLteNpDER. What is the difference for walking purposes? 

Mr. Stewart. This is not nearly as slippery as what the rubber tile 
would be. 

Senator Cuavez. That is what they complain about, the slipperi- 
ness. 

Mr. Stewart. Mr. Caraway can tell you of two cases of slipping. 

Mr. Caraway. Down in, the telephone exchange, shortly after 
they moved in, two of the girls fell and I think both of them went 
to the hospital. It is very slick. 

Senator ELLENDER. I notice that you have steel bookshelves for 
the committee. 

Mr. Stewart. Yes, sir; that was submitted at the request of the 
chairmen of several committees. 


FILING CABINETS 


Senator ELLENpER. I have also noticed many older filing cabinets 
inthe halls. Are you using those instead, of buying new ones? 

Mr, Stewart. Mr. Caraway can answer that. 

Mr. Caraway. They are the old cabinets that we are moving out 
and they are transferring over to the new cabinets. 

Senator ELLENDER. Why not use the old ones? 

Mr. Caraway. The cabinets we have been using in the other 
building are four-drawer cabinets. They are all quite old. 

Senator ELLENDER. But couldn’t they be used, Mr. Caraway? I 
am still using the older ones and I am well satisfied. 
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Mr. Caraway. Everybody wants a five-drawer cabinet now, which 
takes up less space, and nothing we have in the other building matches. 
It won’t look good in this building at all. 

Senator ELLENDER. It won’t look good in this building at all, 
What are you going to do with them? 

Mr. Caraway. Use them in the other building and as storage 
cabinets in the attic. 

Senator Stennis. I do not know if this gentleman should be called 
on to answer that question. This is purely a Senate decision, already 
made by Senate appropriation of money, and the cabinets have beep 
bought. 

Senator ELLENDER. Mr. Chairman, of course the Senate was not 
aware of it. 

Senator STENNis. It was a Senate commission. 

Senator ELLENDER. Well, it is just like the construction of this 
building. Very few of us knew what was going into it. 

Senator Stennis. Well, I did not know much, either, but I had ap 
opportunity, the same as everybody else did, but I am not complaining 
to the Senator’s question, but I just think the witness may be a little 
embarrassed. 

Senator Cuavez. The average Senator does not have time to go 
into the details. We have to trust someone. 

Senator STENNIs. Yes. 

Senator Cuavez. And the Building Commission certainly was ad- 
vised as to what was going on and I do not recall a single complaint. 


BOOKSHELVES 


Mr. Stewart. In answer to Senator Ellender’s question about the 
bookshelves: there were a number of the Senate committees that de- 
sired to have steel bookshelving installed in two or more rooms. 

Requests have been received from the Committee on Judiciary, 
Interstate and Foreign Commerce, Appropriations, Foreign Relations 


requests can be fulfilled at an estimated cost of $9,000. An addi- 


Labor and Public Welfare, and the Joint Economic Committee. Their | 
| 


tional amount of $6,000 is requested to cover later requests from other 
committees for similar equipment. 


SECURITY FILE CASES FOR COMMITTEES 


Senator Stennis. All right. Your next item there is ‘Security 
file cases for committees and subcommittees.’’ That. is just what 
soe words mean there. You have had a request for these security 
files? 

Mr. Stewart. That is right. 

Senator Stennis. Security files, filing cabinets? 

Mr. Stewart. That is right. They are used by the committees 
for certain confidential or classified documents. Four are for the 
Appropriations Committees; 22 for 11 other standing eommittees, and 
24 for subcommittees. 
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SPEAKER SYSTEM 


Senator STENNIS. Now, I want to go back to a question that 


Senator Ellender raised here, about this speaker system. 


Was there not some kind of guarantee on the workability of that 
system, and could you not have had some comeback on the people 
who made it or installed it? Now, I do not know, and I am asking 

ou for information. 

Mr. Stewart. Right now I would say if there is any comeback it 
would probably a comeback on the architects. 

Senator STENNIS. Are you going to pursue it and do something 
about it? 

Mr. Stewart. Yes,sir. It will not go unnoticed. 

Senator Stennis. I feel at least we have to have the system, and 
must have it improved so it will work, but still there ought to be 
recourse, it seems to me, against someone, and it is your duty to 
pursue it; am I right about that? 

Mr. Stewart. I certainly will pursue it. 

Senator ELLENDER. If you do it will probably be redesigned at 

our own cost? 

Mr. Stewart. It is yet questionable whether they are at fault. 

Senator ExLeNpDER. Well, if they are at fault, they should put in 
new machines at their own expense. 

Mr. Stewart. We would have to put in the new equipment; and 
the architect would have to redesign them. 

Senator Stennis. If you find him at fault, you could deduct it 
from his fees, could you not? 

Mr. Stewart. We could make him redesign it without additional 
cost, I am sure. 

Senator ExLeNDER. The contractor followed the plans made by the 
architect, and all you can do now is get the architect to submit a 
redesign? 

Mr. Stewart. That is right. 

Senator STENNIS. Anyway, you are going to follow that up, are you? 


COMPETITIVE BIDS ON FURNITURE PROCUREMENT 


Mr. Srewart. Yes, sir. It may be of interest to the committee, 
to note that although Public Law 85-93 authorized the Commission 
to waive the competitive bid statutory requirement in the procuring 
of furniture and furnishings for the New Senate Office Building, 53 
percent of the furniture and furnishings were actually procured through 
open competitive bids, 39 percent through selective competitive bids, 
7 percent through other forms of contracts, such as from the Govern- 
ment supply schedule or the Bureau of Prisons, and 1 percent through 
the open market. 

Senator Srennis. With such a good record as that, it is certainly 
in keeping with what you told the committee you proposed to do. 

Mr. Srewarr. At this time I would like to insert in the record a 
complete list, Mr. Chairman, of all the bidders, the manufacturers, 
the number of bids received, what they were received on, the methods 
of purchase, and the amount of the bids. 

Senator Stennis. All right; that list will be inserted at this point. 

(The list referred to follows:) 
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RESTRICTIVE COMPETITIVE BIDDING 


Senator Stennis. The second group you referred to ‘‘Restrictive 
competitive bidding,” as to that, I understand you went.out among 
those who manufactured this type of product and had them submit 
bids on your special specifications; is that right? 

Mr. Stewart. That is right, and we confined that to manufacturers, 

Senator Stennis. In effect, you had virtually the same as open 
competitive bidding? It was open within that field? 

Mr. Stewart. That is correct. 

Senator STENNIS. Now, we will take up the next item of ‘‘Extension 
of the Capitol project,” in the amount of $4 million. Give us a break- 
down on that and the high points of what you anticipate. 


EXTENSION OF CAPITOL PROJECT 


Mr. Stewart. This estimate is submitted at the direction of the 
Commission for the extension of the U.S. Capitol. 

To date, $17 million has been authorized for the extension of the 
Capitol project. Under this amount, the east central front of the 
Capitol is being extended 32 feet 6 inches and reconstructed in marble; 
necessary repairs are being made to the dome; and the Capitol is being 
provided with improved illumination. 

Senator ELLENDER. Will the $17 million be the entire cost? 

Mr. Stewart. The $17 million is for the east front extension and 
the other improvements I mentioned. 

Senator ELLenpeR. Your present estimate of $17 million will 
complete the entire project? 

Mr. Stewart. Yes, sir. 

Senator ELLEenpeER. It will include furnishings and all the trimmings? 

Mr. Stewart. That is right. 


SUBWAY TERMINAL 


Now, $4 million is requested in addition to the $17 million and is 
required to provide tor the design and construction of a subway 
terminal for the new Senate subway system, to be located under the 
steps of the Senate wing of the U.S. Capitol, and extensions of the 
new subway into the Capitol Building, to be designed in such a 
manner as to permit of the future construction of a garage beneath 
the Capitol Plaza, if hereafter approved. 

At this point, let me give you a little background on what my 
report of August 30, 1957, included. 

I presented, under their direction, to the Commission for the 
extension of; the U.S. Capitol, an overall project estimate broken 
down into parts, so that the Commission could accept it all or in part. 

They decided that since we had $17 million, that they would accept 
the $17 million for the east front alone. That did not include this 
terminal or the work that would be necessary for the steps on the 
north wing of the Capitol, which were, however, included in the 
overall project estimate. 

The long-range plans for the extension of the Capitol submitted by 
the Architect of the Capitol to the Commission contemplates con- 
struction of a large underground garage beneath the Capitol Plaza. 
It was originally proposed that the new Senate subway terminal 
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would be constructed simultaneously with, and as a part of, the 
arage project. However, as it now appears that the garage will be 
eft for future approval, while the Senate subway terminal is presently 
required, funds are requested to proceed at this time with the subway 
terminal and related work as a separate part of the project. 


CONSTRUCTION OF RESTAURANT 


Senator ELLENDER. Mr. Stewart, does the extension of the Capitol 
call for the construction of a large restaurant to be used jointly by 
the House and Senate? 

Mr. Stewart. That is projected in another part of the program, 
to the west. Eventually, it is proposed to install a joint restaurant 
to the west, overlooking the Mall, but at the present time, insofar 
as restaurant facilities are concerned, the Senate will have, adjacent 
to your present Senate dining room, an additional area the full 
width of the Senate connecting corridor approximately 40 by 40 feet. 

Senator ELLENDER. Will it not be possible to have a joint res- 
taurant under present plans? 

Mr. Stewart. No. The House will get comparable quarters on 
their side, in the east front extension. 

Senator ELLENDER. Well, I guess the Senate restaurant will con- 
tinue to be in the red, as it has been in the past. I thought the plan 
was to build a facility that would be used by both bodies, thus making 
it possible to eliminate the present subsidy paid for the Senate res- 
taurant. As I understand the subsidy for this year will amount to 
$50,000 more? 

Mr. Stewart. I do not know. 

Senator ELLenper. In any event, it is sizable. 

Mr. Stewart. I might say, Senator Ellender, in our plans that 
have been submitted, the architects and the Commission felt that to 
get a combination restaurant in an area that would be adjacent to 
each one so that they could have it all in one place, the logical place 
would be on the west side. It was so proposed, but we have not yet 
been authorized to proceed with this part of the program. 

Senator ELitenver. | did not know of that. I think it is a mistake 
not to construct a common restaurant. If the present Senate restau- 
rant is extended it no doubt will increase the subsidy because of the 
increased cost of operation that will probably result from the expan- 
sion. Am I correct? 

Mr. Stewart. I do not know, sir. 

Senator ELtenper. Well, if you extend the present facilities it 
certainly will cost more to operate it. 

Mr. Stewart. I operate the three restaurants on the House side, 
and I would say that they are getting comparable expansion there, 
as to what the Senate is, and from an operating standpoint, I would 
say that it would not increase any cost. 

Senator ELLENDER. Well, of course you have more people to deal 
with on the House side. 

Mr. Srpwart. We feed more people, and we estimate the more 
people we have to feed the more profit we might make. 

Senator ELLENDER. That is not true in the Senate. 

Mr. Stewart. Let me say, in all deference to the operation of the 


~ —aamagad a good deal of the cost of operating it would come to 
this—— 
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Senator Stennis. Pardon me, Mr. Stewart. There is nothing 
here as to the operations of a restaurant.’ Why do you insist on con. 
tinuing on that subject? 

Now, if I may get back to what you are asking on this breakdown 
of estimates, this construction work, and so forth, relating largely to 
the Senate front there, the steps and the understructural work, and 

our item is with reference to completing this tunnel from this new 
uilding to the Capitol; is that correct? 

Mr. Stewart. That is correct, with the terminal. 

Senator ELLENpER. Mr. Chairman, I was asking about plans for g 
joint restaurant facility when the east front extension is completed 

Senator Stennis. No; no. 

Senator ELLENDER. And that was the new restaurant. 

Senator Stennis. No; it is not. 

Senator ELLENDER. Was it not contemplated at one time? 

Mr. Stewart. I understand some years ago; it was. 

Senator ELLENDER. Sure it was. That was what I was trying to 
find out. 

Well, are we not permitted, Mr. Chairman, to ask a few questions? 

Senator Stennis. Of course—and I want you to, but [ want to get 
in these points here, and then we will have the whole thing. 

Now, what else do you want to say now about this breakdown? 
It seems to me that that is an important matter. 

Mr. Stewart. I have submitted a series of photograp!s, showing 
the condition of both the foundations and the steps themselves. 

Senator Stennis. We have seen the photographs. 


DISMANTLING AND REPLACING SENATE STEPS 


Mr. Stewart., What I am asking for now is sufficient morey to 
extend the new subway just constructed up to the Capitol Puilding 
under the Senate steps.. I want to carefully tale down and dismantl 
the marble steps that are there now and the check walls and put in 
new foundations and replace the present marble treads, which have 
about outlived themselves, with granite treads, together with neces- 
sary underpinning. 

You can see, in some of those foundations there, it would not only 
be treacherous, but it would be very, very costly, and you would not 
have anything after you got through. It is much easier—that is, for 
the time being—to open it up and build your foundation on it. There 
is a little extra money in this for the actual cost of the terminal, to 
incorporate certain features that can be used at a future time, in case 
they every put in any sort of underground system to the front. | 
followed the same line of reasoning with the extension of the east front, 
where you now see the pilings are going down. 

Senator Stennis. To be sure that the committee understands this 
item of construction here, and the changing of the foundations, I think 
we ought to make this clear: 

As I understand, this is a new project that was brought in here 
now with reference to these steps and underpinnings and structural 
work there, the foundation, for the Senate steps there? 

Mr. Stewart. That is true. 

Senator Stennis. And your estimate on the structural work there 
is $2,492,605? 
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Mr. Stewart. That is for the subway and the terminal. 

Senator STENNIS. Over at that end [indicating]? 

Mr. Stewart. That is right. 

Senator STeNnNIs. Well, that is why I thought the committee ought 
to pay special attention. 

Senator Exxenpnr. Is this connected with the extension of the 
Capitol project? 

Mr: Stewart. Yes, sir; it is part of the overall project. 

Senator Ettenper. Is it included in the $17 million? 

Mr. Stawart. No, sir. 

Senator ELLeENDER. This $4 million would be in addition? 

Mr. Stewart. That is right. 

Senator ELLENDER. You are going to remove the Senate steps? 

Mr. Srewarr. | am going to dismantle them and rebuild them, 
make stronger foundations. That is why I had those photographs 
made to show you their present deteriorated condition. 

Senator ELLENDER. Is it necessary to do that now, Mr. Stewart? 

Mr. Stewart. Well, it has to be done some time soon, or you will 
not have your steps. 

Senator SrenNis. Within how many years would it have to be done, 
10 years, 5 years? 

Mr. Stewart. Since I have been in here, in 4 years I know I have 
been compelled to put wedges there, as you can see in some of the open 
joints, that is, in the marble, and there is a definite settlement, there 
is a definite slippage to the eastward on the steps. 

Senator Srennis. As | understand, you are going to be in there 
anyway, completing this underground passageway, and the terminal? 

r. Srewart. That is right. 

Senator Stennis. And you decided that you should request this now 
to do all the job in one package; is that correct? 

Mr. Stewart. There is another factor. 

Senator Stennis. Will you answer my question? Is that why you 
have that in there? 

Mr. Srewart. Yes. 

There is another angle. The Commission on the Extension of the 
Capitol, of which I have the honor to be a member, felt that since we 
are not going to proceed at this time with the construction of the 
proposed underground garage beneath the Capitol Plaza, they wanted 
to go on record that they concurred in the Senate’s desire to complete 
their terminal so they could have the use of it soon, perhaps years in 
advance of the actual construction of the underground garage. 

Senator ELLENDER. Where is the authorization for the $4 million? 

Mr. Srewarr. Under the “Extension of the Capitol” project. 

Senator Ettenper. But you asked for only, $17 million. 

Mr. Hentock. It is a wide-open authorization. 

Senator Srennis. Is there anything else now that you want to say? 

Senator E.ueNpER. If I may be permitted to ask this question: 
How about the House side? Are you going to extend that, too? 

Mr. Stewart. Yes, sir. 

Senator ErLenper. Are you going to do anything to the House 
steps? 
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HOUSE WING SITUATION 


Mr. Stewart. The House side presents a different problem. The | 
additional building lies to the west of the Capitol Building.- - Both 
of your Senate buildings lie to the east. The logical place on the 
Senate side is to come in on the east side of the Capitol. There wil} 
be one leg of the tunnel from the additional House Office Buildi 
that will come to the west side of the House wing of the Capitol. 

We plan to put a new one in to take care of the two present build. 
ings, which will connect with the east side of the House wing. 

The other tunnel, that is in now, is nothing more than a pedestrian 
tunnel, and is not any more adapted for transportation than your 
present tunnel is now with the facilities in it, and the narrowness of it, 
and the lack of proper alinement. 

Senator ELLENDER. Who brought this to the attention of the Com- 
mission? 

Mr. Stewart. The Senators. 

Senator ELLenpeER. I know that, but you did it, did you not? 

Mr. Srewart. I did it under orders. 

Senator ELLENDER. The same as you did with the Senate garage? 

Mr. Stewart. That is right. 

Senator ELLENpDER. I have served here for 22 years and I have never 
seen an architect who found more things to do than Mr. Stewart. It 
is unending. 

Mr. Stewart. Is that in the way of a commendation? 

Senator ELLENDER. Well, you can take it that way, if you will. 


UNDERGROUND TRANSPORTATION STRUCTURE 


Senator Stennis. Now, back to this structural work, $2,492,605. 
I am not clear in my mind whether that item related to the steps, 
primarily; or to the underground transportation structure, primarily, | 

Mr. Srewarr. It is the underground transportation structure, sir, 

Senator Stennis. All right. I think I did not make my question 
clear a few minutes ago. 

Chairman Haypen. Let me see if I can get it through my head: 
The underground transportation will connect with the Senate wing of 
the Cabitel ander those steps? 

Mr. Stewart. That is right. 

Chairman Haypen. Well, if you undermine the steps in order to 
get the tunnel in there, finish it, complete the tunnel that now comes 
part way into the street, your step is just liable to fall into the hole; 
is that right? 

Mr. Stewart. That is right. 

Chairman Haypsn. You take them out of the way and then replace 
them after you finish the tunnel? 

Mr. Stewart. That is right. 

Chairman Haypen. All right. It has to be done that way. 

Senator Srennis. All right, Mr. Chairman, with reference to that 
part of the bill pertaining to what was mentioned, I think that 
presents the highlights that I referred to; and that is all I have now 
on that part of the bill. There are two or three items and the witnesses 
are here for those items when the committee is through with these 
witnesses. 
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Senator ELLENDER. Mr. Chairman, I would suggest that this last 
item of $4 million be deferred until a further study is made. 

Chairman Haypen. The point, Senator, in my mind is: You have 
a tunnel that does not connect. Now, that tunnel has to go under 
those steps and connect with the building. That is what it is designed 
to do. 

Senator ELLENDER. Why was it not thought of before? Now it 
comes in as an extra. 

Chairman Haypen: Let me ask you this, Mr. Stewart: 

The propositions are combined; that is, completing the tunnel 
under the building and the renovation of the steps. That is all one 
job? 

Mr. Stewart. That is right. It was included in the studies of the 
plans of the extension of the Capitol. 

Chairman Haypen. What I am getting at is this: All along you 
knew, in order to get the tunnel into the building, it had to come 
under these steps? 

Mr. Stewart. That is right. 

Chairman Haypen. And it was planned therefore to move the 
steps at the time you did the tunnel? 

Mr. Stewart. That is right. 

Chairman Haypen. It is nothing new. 

Senator ELLENDER. Why couldn’t that tunnel be connected with 
the present one from the Old Senate Office Building? 

Chairman Haypen. If the Senator will do as I did the other day 
and walk down and go in that door and see what the tunnel is and 
compare that with the old one, you will see the new one requires 
about twice as much space as the old one. You could not get in and 
out of it. It would be just impossible. 

Senator ELLENDER. Mr. Chairman, I am suggesting that the tunnel 
we are now using for the old Senate Office Building, could easily be 
connected with the new building, instead of having a direct route to 
the Capitol. This would enable us to save some money. 

Chairman Haypren. We have come to the place where either you 
are going to have no communication by tunnel with these buildings, 
or you have to go under those steps. 

Senator ELLENDER. I thought the new tunnel would connect with 
the old one. 

Chairman Haypren. That tunnel is practically completed now, ex- 
cept to get across the street and under the building. 

Senator Srennis. Yes. 


NECESSITY OF RECONSTRUCTION OF STEPS 


Mr. Chairman, I have one more question here with reference to 
this tunnel and the Senate steps and so forth. 

Mr, Stewart, I thought you told me yesterday that this entire step 
matter would most probably have to be redone within a 10-year 
period, at the most, is that correct? 

Mr. Stewart. That is right. That is my considered judgment. 
peenstor Stennis. All right; I just wanted to get your opinion on 
that. 

Mr. Stewarr. Regardless of the tunnel, that will have to be done. 

Senator ALLorr. Mr. Chairman, may IJ ask a question? 
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Chairman Haypren. Yes. 

Senator Attotr. In order that I understand the implication of your 
last question and the last answer, what you are saying is that if you 
complete the present tunnel from the New Office building to the 
Capitol under the front steps of the Senate wing, and replace the steps 
that are now in there, that the reconstruction of those front steps 
would have to be done in any event within 10 years? 

Mr. Stewart. That is right. 

Senator Stennis. May I ask one more question on a point I over- 
looked in line with Senator Allott’s remark? 

What was it you told me yesterday about discovering this water and 
everything that has been running under these all of this time, when 
you made the borings? 


SUBTERRANEAN CONDITIONS 


Mr. Stewart. Three years ago, we made test borings in the 
Capitol Grounds for the first soil examination that, to the best of my 
knowledge, was ever made here on the Hill, included were borings in 
the northeast section, right in back of where that little covered shed 
is. 

Senator STENNis. You mean the Senate steps? 

Mr. Srawarr. Just northeast of the Senate steps, between the 
steps and the present Senate Office Euilding.. One of the drills went 
down through 80 feet of crust, of earth, and then suddenly dropped 
out of sight. 

We bucketed out the material and found it was wet, full of water 
and fine sand. We thought at that time that maybe we had struck 
an underground watercourse, maybe a subterranean cavern of some 
kind, that we did not know anything about. 

Incidentally, the rock under this beilding and this area is 208 feet 
down from the surface underneath the steps so we know we have an 
alluvial deposit of mud 200 feet thick, and we wanted to be very 
careful of what structure we put on it, 

Now, later on when this subway was planned to be located there, 
we had to reroute some of the facilities and the utilities, one of them 
being a 12-inch watermain that was installed in the late twenties or 
early thirties, and when it was dug up by the Water Department of 
the District of Columbia it was found to be leaking. 

The year that we made the test borings, I put wedges and _soffits 
down in the so-called driveway underneath the steps, first in steel 
and then in hardwood, and they fell out, which showed there was 
still a movement or creeping on the sheer of the earth following some- 
thing. I drove iron wedges, which you can now see in some of the 
pictures before you, under the steps, to try to keep them in alinement, 
to keep from getting out of shape and breaking, but immediately after 
the leak was repaired in the waterline the movement subsided: to 
quite an extent. 

Now, it could have been that leak that had caused these steps to go, 
because the steps on the House side are good for a good many more 
years. They show no signs of movement one way or the other, but 
with just a casual glance, if you should go by there, if you will just 
look at the panels on either the north side or this other side you can 
see the movement that has taken place in the Senate steps. 
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At this point, I would like to submit for the record my prepared 
statement on this item. 

Senator Stennis. All right. Thank you. 

(The statement referred to follows:) 


EXTENSION OF THE Capito, Prossct, $4,000,000 


This estimate is submitted at the direction of the Commission for the extefsion 
of the U.S. Capitol. 

To date, $17 million has beén authorized for the extension of the Capitol project. 
Under this amount, the east central front of the Capitol is being extended 32 feet 
6 inches and reconstructed in marble; necessary repairs are being made to the 
Dome; and the Capitol is being provided with improved illumination. 

The amount of $4 million requested to be included in the second supplemental 
appropriation bill is required to provide for the design and construction of a 
subway terminal for the new Senate subway system, to be located under the steps 
of the Senate wing of the U.S. Capitol, and extension of the new Senate subway 
into the Capitol Building, to be designed in such a manner as to permit of the 
future construction of a garage beneath the Capitol Plaza, if hereafter approved; 
also, for the reconstruction of the steps of the Senate wing of the Capitol and their 
substructure, which are presently in a deteriorated condition, replacing the 
present marble steps with granite steps. 

The long-range plans for the extension of the Capitol submitted by the Architect 
of the Capitol to the Commission contemplate construction of a large underground 
garage beneath the Capitol Plaza. It was originally proposed that the new Senate 
subway terminal would be constructed simultaneously with, and as a part of, the 
garage project. However, as it now appears that the garage will be left for future 
approval, while the Senate subway terminal is presently required, funds are 
requested to proceed at this time with the subway terminal and related work as a 
separate part of the project. 

The first unit of a new Senate subway and subway transportation system 
was designed under funds allowed for the New Senate Office Puilding and its 
construction is nearing completion. This system is desizned to operate between 
both the Old and New Senate Office Buildings and the Capitel. However, before 
it can so operate, it is necessary to construct a subway terminal and to extend the 
new tunnel system to connect with that terminal. 

The subway unit, already constructed, terminates as a stub tunnel and tem- 
porary terminal at the north wall of the proposed néw underground garage and is 
connected by a pedestrian and equipment access tunnel 56 feet long to the old 
subway. 

The preliminary design of the new subway contemplates a Capitol terminal 
located under the present Senate wing east steps. This location will allow the 
transportation system to terminate close to the présent Senate elevators in the 
east wing. 

The Capitol terminal will consist of an underground area under the Senate steps 
for the’ termination of the transportation systems from the Old and New Senate 
Office “uildings. Adequate provisions will be made for loading and unloading. 
From this terminal up to the basement floor of the Capito} will be a short escalator 
and easy ramp. This is necessary due to the surface grade not allowing the 
terminal to be high enough for a level connection. It will be necessary to take 
down the present Senate steps and reconstruct them. They have at present some 
bad cracks and are not in good repair and should be reconstructed in any event. 
The new steps will be constructed of granite. The new subway tunnels will be 
extended from their present termination to the new subway terminal. 

The terminal will be designed to take into consideration the future construction 
of the proposed undércround garage. With the completion of this terminal, the 


transportation cars will stop as close to the elevators in the Capitol Building as 
is practical. 
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Breakdown of estimate 


Structural work: ‘Sheet piling, excavations, foundations, concrete 
floors, walls and roof, waterproofing; :and-other miscellaneous 


TE artim tate oad « Suhitierdls a wiser cena + need $2, 492, 605 
General finish work: Plastering, acoustical material, doors, railing, 
escalators, painting, and other miscellaneous finish work - - ----- 197, 340 
Relocation of water, sewer, and steam lines, sprinkler and drainage 
GIONS 0s 6 on eset ces cbf crop n mowed onc noc neon ne ene ee -s- 34, 534 
Mechanical work: Air conditioning and heating----_---_-_---.---- 103, 510 
Electrical work: Lighting, power, trolley extension, signal system, 
and other miscellaneous work. .-.=.-..-=-.--.---.------------ 132, 459 
Demolition and reconstruction of. Senate, wing east steps - --------- 325, 000 
Underpinning east wall of Senate wing of Capitol____-_--..------- 125, 000 
Architectural and engineering fees, administrative, and contin- 
sini tener dye2 sa dinnh<nacough apavere niyo oewpi pe mannin did ~% 589, 552 
ee EN eS hh Be elie. 4, 000, 000 


SENATE PERIODICAL PREss GALLERY 


STATEMENTS OF WILLIAM S. CHEATHAM, ADMINISTRATIVE 
ASSISTANT TO SERGEANT AT ARMS, AND GEORGE CULLEN, 
CHAIRMAN OF THE EXECUTIVE COMMITTEE OF THE PERIODICAL 
PRESS GALLERY 


ADDITIONAL EMPLOYEE 


Senator Stennis. Mr. Chairman, I have two items here, ‘Senate 
Periodical Press Gallery,” asking for an additional employee, and the 
“Senate Radio-Television Correspondent’s Gallery,’’ requesting an 
additional employee. 

Mr. Cheatham, the Administrative Assistant to the Sergeant at 
Arms, has a letter from these groups, and I understand they have 
their own witnesses here. I do not know who is going to testify for 
which item, but I think the first one on our hst here is the Periodical 
Press Gallery. 

Do you wish to make a brief statement first, Mr. Cheatham? 

Mr. CueatHam. Mr. Chairman, the Periodical Press Gallery has 
written the Sergeant at Arms, asking the Sergeant at Arms to request 
an additional employee for the Periodical Press Gallery. 

Mr. Duke, the Sergeant at Arms, has written the committee a letter 
stating that he is highly in favor of providing the Periodical Press 
Gallery with a second employee. At the moment they have only 
one staff member employed by the Senate. The gallery has 300 
members representing periodicals of various types from all over the 
country, of which Mr. George Cullen, chairman of the gallery's 
executive committee, can tell you more in detail, if you care to hear it. 

Until recently the gallery had only one room to operate, which is in 
the Senate wing of the Capitol just outside of the Senate gallery. 
Now this gallery is using an additional room over in this building, 
the new Senate Office Building. 

Everything is now spread out so much. Most of the committees 
are now located in the new building but the Senate meets in the 
Capitol. It is impossible for the present one-staff member to be in 
both buildings at the same time. The telephones have to be answered 
in both places. 
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The press releases of Senators and committees must be collected and 
handed out in each room. If the present man is sick there is not any- 
body to look after them. 


Now, all of the other three Press Galleries have two or more Senate- 
employed staff members. 


DESCRIPTION OF PERIODICAL PRESS GALLERY 


Senator STENNIS. Pardon me. Just what does the Periodical 
Press Gallery include? I think I know, but let the record show that. 

Mr. CHEATHAM. Suppose I let Mr. Cullen do that. 

Mr. Cutten. Mr. Chairman, the Periodical Press Gallery includes 
all the leading news magazines such as Time, Life, News Week, U.S. 
News, and scores, I think, maybe even hundreds of trade publications, 
and it also includes some farm publications. 

Senator Stennis. You are chairman of that gallery? 

Mr. Cutten. Yes. We represent a circulation of over 160 million. 

Senator STENNIs. Go ahead, Mr. Cullen. 

Mr. Cuuuen. I merely want to endorse what Mr. Cheatham has 
said so far. 

This has really become a serious gap in our administrative setup. 
It is necessary for our superintendent, Mr. Perry, to spend a good 
part of the day over in this building now, which means that our main 
gallery headquarters in the Senate wing of the Capitol is left un- 
manned by any authorized person. It means that correspondents 
who are working there are frequently interrupted in their work to 
answer phones and answer questions and to take care of details which 
Mr. Perry should be over there handling; but he has to be over here 
while committee hearings are in progress. 

Senator ELLENDER. You have only one employee. 

Mr. Cutten. Only one. It is really an urgent situation with us 
now, because it is becoming quite a physical burden for Mr. Perry. 

Senator ELLENDER. Why could you not carry on at one place or the 
other? 

Mr. CuLuen. You cannot do that, Senator, because you are now 
running a lot of hearings in this building and our correspondents are 
very interested in covering these hearings. We frequently have more 
than a dozen or so of our correspondents over here in the morning 
covering various hearings. Mr. Perry has to be on hand to take care 
of them and while he is here our main gallery is left unmanned. 

Senator ELLENDER. When this new building was erected, I stated 
that the more rooms you build the more people you have to have, 
and here we have another example. 

Senator Stennis. Do you have anything further, Mr. Cullen? 

Mr. Cutten. Could we include in the record the letters to which 
Mr. Cheatham referred? 

Senator Stennis. All right; that may be done. 

(The letters referred to follow:) 
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U.S. SENATE, 
OFFICE OF THE SERGEANT AT ARMS, 
Washington, D.C., April 8, 1959. 
Hon. Cart HaypeEn, 
Chairman, Committee on Appropriations, 
U.S. Senate, Washington, D.C 


Dear Mr. Cuarrman: George Cullen, chairman of the executive committee 
of the Periodical Press Gallery, renewed the request of that gallery for a new 
position for a second staff member. Attached is a copy of Mr. Cullen’s letter to 
me dated April 6, 1959. 

It is my sincere opinion that the Periodical Press Gallery is not only in need of 
but should be furnished the new place as requested. Each of the other three 
Senate Press Galleries now has two or more Senate employees serving on its staff. 
The Periodical Gallery membership is more than 50 percent greater than each of 
two of the other galleries. 

The Periodical Gallery occupies offices in both the Senate wing of the Capitol 
and the new Senate Office Building. However, as this gallery has only one staff 
member, the superintendent, it is impossible for him to maintain and operate 
both sets of offices by himself. Although he spends part of his time in each office, 
one of the offices is always unattended. When he is away there is no one to serve 
the gallery or protect Senate property. 

The $3,000 base salary requested would provide a gross salary of $6,308, | 
hope the committee will create this position in the second supplemental appro. 
priation bill, 1959, which is now being considered by the committee. 

Sincerely, 
JosprH C. Duxe, Sergeant at Arms. 


CONGRESS OF TH® UNITED STATEs, 
PERIODICAL PREss GALLERIEs, 
Washington, D.C., April 6, 1969, 
Mr. JoserH C. Duxgs, 
Sergeant at Arms, U.S. Senate, Washington, D.C. 


Dear Jor: The executive committee has once again authorized me to renew 
our request for an assistant superintendent for the Senate Periodical Press Gallery, 

As you know, we now have only one superintendent, Mr. William Perry. Since 
committee hearings have started in the new Senate Office Building, it is necessary 
for Mr. Perry to spend most of his time in the mornings there, manning our press 
room in that building. We need another superintendent either to relieve Mr, 
Perry in the new Senate Office Building or to man our main Press Gallery here in 
the Senate wing of the Capitol while Mr. Perry is absent. 

Our gallery membership is now around 300 correspondents who represent 
scores of national magazines and trade publications covering every phase of 
congressional activity. The total readership represented by our members is 
estimated at more than 160 million. We feel the requirements of this member- 
ship are such as to justify a modest increase in our gallery svaff, such as we are 
requesting at this time. 

We respectfully request authorization to hire an assistant superintendent for 
the Senate Periodical Press Gallery at a minimum annual basic salary of $3,000, 

Sincerely yours, 
GrorGE CULLEN, Chairman. 


GALLERY RECOMMENDATIONS 


Senator Stennis. Now, what do you recommend on this employ- 
ment? You are in a responsible position there. You are nat, of 
course, employed by the gallery; you are a member of the gallery? 

Mr. Cutten. That is correct. 

Senator Stennis. What are your recommendations here? 

Mr. Cuutien. We are asking for authority to hire an assistant 
superintendent at a base salary of $3,000. 

Senator Stennis. What will that be in total pay? 

Mr. CHeatuHam. $6,300. 

Senator Stennis. Can you get a competent man for that amount! 
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Mr. CuLLEN. We feel we would have to pay at least that to get a 
competent man, 
Senator STENNIS. Can you get one for it? 
Mr. CuLLEN. Yes; we believe we can. 
Senator Stennis. All right; that is all I want to know. Is there 
anything else you want to say? 
{r. CuLLEN. That is all. 


Rap10-TELEVISION CORRESPONDENTS’ GALLERY 


STATEMENT OF JOSEPH F. McCAFFREY, REPRESENTING THE 
STANDING COMMITTEE OF THE RADIO-TELEVISION GALLERY, 
ACCOMPANIED BY ROBERT C. HOUGH, SUPERINTENDENT OF 
THE SENATE RADIO-TELEVISION GALLERY 


ADDITIONAL EMPLOYEE 


Senator Stennis. The chairman has a letter from Edward P. 
Morgan, chairman of the Radio-Television Correspondents’ Gallery, 
in which he requests an additional employee for the auxiliary facilities 
in the New Senate Office Building. 


Mr. Reporter, Mr. Morgan’s letter will be included in the record 
at this point. 
(The letter referred to follows:) 


CONGRESS OF THE UNITED STATEs, 
Rapi0o-TELEVISION CORRESPONDENTS’ GALLERIES, 


Washington, D.C., January 28, 1959. 
Hon, Cart HaypDEn, 


U.S. Senate, Washington, D.C. 


Dear Senator HaypeEn: The superintendent of the Senate Radio-Television 
Gallery, Robert C. Hough, has been informed that the auxiliary facilities in the 
New Senate Office Building will be ready for occupaney by March 1959. 

The members of the executive committee are of the belief that an additional 

osition, to be designated as an assistant superintendent at a basic salary of 

,820, would be advisable at this time, if these facilities are to provide the services 
to the Senators and the radio and/or television news media for which they were 
established. With the complete approval of the executive committee, Mr. Hough 
would like to staff the facilities in the New Senate Office Building as soon after 
they are completed as possible. 

Therefore, I would appreciate your considering this letter as a formal request 
from the executive committee to have a representative appear before the Ap- 
propriations Committee during the consideration of the first supplemental. Your 
thoughtful approval of this request would be greatly appreciated. 

Yours sincerely, 


Epwarp P. Morgan, Chairman. 
GENERAL STATEMENT 


egnator Stennis. You gentlemen here are ready to testify; are you 
not 

Mr. McCarrrey. I am Joseph F. McCaffrey, representing the 
standing committee of the Radio-Television Gallery, which has about 
200 correspondents accredited to it. 

We are asking for an extra man to be used to help to assist the 
members of the Senate in their dealings with radio and television. 

This man would be stationed here in the new radio-television 
facility in this building. 
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I would like to point out this is the first staff increase requested by 
the gallery in more than 11 years, since early 1948, and that we have 
operated with a staff of 4. But, during that time, gentlemen, radio 
and television coverage have skyrocketed. 

In 1948, major committees of the Senate had not accepted as 
regular procedure radio-television and film coverage of their hearings, 
Today, such coverage is regarded as routine. 

Eleven years ago not more than 100 programs a year originated from 
our gallery-in-G—25 in the Capital. 

In 1957, 643 shows originated from that gallery and this was an 
increase of 50 percent over 1956. 

In 1958, last year, 735 programs originated from our facility. 

Now, it is this rapid growth which necessitates our moving some of 
these programs to this facility that we now have in this office build- 
ing, and to make use of this new and very convenient studio area, for 
which we certainly thank the Members of the Senate, we need some- 
one to act as a housekeeper, especially in the handling of hearings, 

Sometimes our people are at 8 or 10 hearings in a day, and we need 
somebody in there, because of television, because of the lights, because 
of the wires, to make sure that what happened over in the House a 
couple of years ago where one of the lights fell on a Member, does not 
happen here in the Senate. 


GROWTH OF RADIO AND TELEVISION COVERAGE 


I would like, just for a minute, to trace a little of this growth of 
radio and television coverage since 1948. 

Radio and television reporting is perhaps the most rapidly expand- 
ing profession in Washington today. Besides the 4 major nationwide 
radio networks and 3 major television networks, 183 individual radio 
and television stations now have correspondents here in Washington, 
and this does not include the stations that send in men for special 
hearings. 

For instance, today, we have men representing stations in North 
Carolina and South Carolina who have come up here especially to 
cover the constitutional rights court. These people are given permits, 
working gallery cards. 

Today, the television and radio stations are no longer uninterested 
in what Congress does. These stations are interested in what their 
own Members of Congress, especially their Senators, are doing. 

Because of this, I believe at the end of this year we will probably 
have at least 225 individual stations represented here. 


SALARY SCALE 


Senator Stennis. May I ask you a question? 

What salary scale do you propose for this man? 

Mr. McCarrrey. $2,820. 

Senator Stennis. How much will that be, totalling? 

Mr. McCarrrey. About $5,550. 

Senator Stennis. Could you get a competent man for that sum? 
Mr. McCarrrey. We believe we can. 

Senator Stennis. You have four now? 

Mr. McCarrrey. We do. 
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Senator STENNIS. Why could you not send one of those four over 
here to do this work? 


Mr. McCarrrey. We can, but in turn we are going to be neglecting 
the work that has to be done. 
Senator STENNIS. Over on the Capitol side? 


Mr. McCarrrey. On the Capitol side, and generally, on the Senate 
side of the Hill. 


Senator STENNIs. Is there anything else you want to say? 
Mr. McCarrrey. That is all. 


Senator Stennis. Mr. Chairman, that is all the testimony we have. 


INDEPENDENT OFFICES 
FEDERAL COMMUNICATIONS COMMISSION 


SALARIES AND EXPENSES 


Marcu 31, 1959. 
Senator WARREN G. MaGNnuson, 


Chairman, Appropriations Subcommittee on Independent Offices, Washington, D.C. 

Dear SENATOR MaGnuson: The Federal Communications Commission wishes 
to appeal to the Senate for restoration of the cut made by the House of Repre- 
sentatives in our request for a supplemental appropriation of $778,000 to cover 
the cost of the pay increase approved by the Congress in 1958. The House 
arbitrarily reduced this amount by 10 percent and approved only $700,200. 

It was a formula cut. Workloads, backlogs, and problems of the Commission 
will continue to grow in its duties to regulate a constantly expanding com- 
munications industry. 

The tremendous growth and expansion of this industry apparently has never 
been fully comprehended. As a result, this Commission has been faced with the 
task of trying to regulate in the communications field with insufficient staff. 
In the last 6 years our workloads have almost doubled in many areas and they 
have become far more complex. Appropriations adequate to finance the staff 
needed to cope with these problems and workloads have not been provided. 

As a result, the Commission is finding it increasingly difficult, and in many 
areas impossible, to keep up with these mounting workloads and it lacks the 
manpower to deal with many important matters which, in the public interest, 
need policy determination. Projects which demand immediate consideration 
necessitate taking staff members off application processing and other day-to-day 
work and then backlogs develop. These backlogs are hard to dissipate; they 
create more work and compound the delays, and are detrimental to industry, 
public, and Government. 

At a time when we are faced with the heaviest workloads in the history of the 
Commission, we are forced to take what amounts to another reduction in appro- 
priation. This will mean that 23 engineering and clerical vacancies will have to 
remain unfilled. 

For the fiscal year 1960 we have submitted a budget request and detailed justi- 
fication for an appropriation of $11 million. Instead of being permitted to utilize 
our funds in the manner planned and understood by the Congress when it made 
our 1959 appropriation last summer to gradually build up to within a reasonable 
backlog, we will be forced to move in the opposite direction. 

he supplemental increase requested covered only the cost of the employees 
pay act approved by Congress in 1958. It did not include any money for any 
other purposes. 

We strongly urge the Senate to take appropriate action to have the entire 
$778,000 included in the pending appropriation for this Commission. 

Sincerely vours, 


Joun C. DoErFer, Chairman. 


_ Chairman Haypen. All right. The business of this committee 
is concluded. 


(Whereupon, at 11:25 a.m., Tuesday, April 14, 1959, the committee 
adjourned.) 
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